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1. BP in talks to sell stake in Russian joint venture TNK-BP 
 bne  
 June 1, 2012 
  
 The oil major BP says it is in talks to sell its 50% stake in the Russian joint venture 
TNK-BP to its Russian partners.  
  
 The state owed Rosneft denied reports it was bidding for the state, but the Russian 
partners in the JV said they were interested in buying BP out.  
  
 AAR, which stands for the Alfa-Access-Renova consortium and represents Russian 
magnates including Fridman, German Khan and Viktor Vekselberg, and shares 50 
percent ownership of TNK-BP with the British based global oil producer, is also ready 
to buy out its British counterparty. 
  
 "AAR is ready to buy BP's stake in TNK-BP. As an alternative variant, we are ready 
to exchange [our stake in TNK-BP] for BP shares so AAR would become BP's 
shareholder," Polovets told Russia Today international news TV channel. 
  
  
 The joint venture was thrown into crisis on Monday, May 28 when oligarch and 
member of the Alfa-Access-Renova (AAR) consortium of Russian tycoons that 
controls the other half of the company Mikhail Fridman quit as CEO.  
  
 The company is worth $40bn according to reports, but AAR put a substantially 
higher price tag on its stake last winter when the idea of a break-up of the 
partnership was first floated.  
  
 BP said in its statement that it was opening talks after receiving "unsolicited 
indications of interest" for its stake. BP said it was looking to pursue a potential sale, 
which is "consistent with BP's commitment to maximizing shareholder value."  
  
 BP's spokesman in Russia, Vladimir Buyanov, said that the shareholders' agreement 
between BP and AAR requires both parties to notify the other of offers to acquire 
their holdings. AAR has previously said that it could be interested in raising its stake 
in TNK-BP or swapping its TNK-BP stake for shares in BP.  
  
 The two partners have been at loggerheads for years. Set up in 2003 to much 
fanfare, President Vladimir Putin announced the joint venture on the floor of the 
House of Commons in the UK during a visit to the UK when relations between the 
two countries were at their zenith.  
  
 However, the straight 50-50 split left no one in charge and relations decayed 
steadily until in 2008 TNK-BP's CEO at the time and now chairman of BP, Robert 
Dudley, was virtually forced out and fled Russia complaining a campaign of 
"harassment." BP offered to buy AAR out for around $32bn at the time, BP sources 
said at the time, but was rebuffed by AAR.  
  
 Things got worse in January 2011 when BP negotiated a joint-venture deal with 
state-owned oil major Rosneft to explore and exploit the Russian Arctic territories, 
ignoring conditions in the TNK-BP shareholder agreement that suggested the deal 
should have been done in consultation with AAR. The subsequent dispute led to the 



collapse of the Rosneft-BP deal and a poisonous atmosphere in the TNK-BP 
boardroom.  
  
 A sale could raise around $30bn for BP, which would help to fund the ongoing cost 
of cleaning up the 2010 Gulf of Mexico oil spill, and the potential fines related to this. 
However, it would also cost BP annual dividends, which hit $3.7bn last year, and 
around 30% of its oil and gas production. All in all, the TNK-BP investment has been 
hugely profitable for the British firm, which has invested a total of $8bn but earned 
$19bn in dividends ? typically around 10% of BP?s profits ? in spite of high Russian 
taxes on oil production.  
  
 Investors reacted positively to the news, with BP's shares at one point in morning 
trade up 5% at 415 pence on the news.  
  
 But the break-up of the JV spells trouble for BP, as Russia remains the biggest 
source of crude reserves. International oil companies are a dying breed as oil-rich 
countries increasingly take ownership of their own mineral wealth rather than 
allowing foreign companies to produce the reserves.  
  
 Increasingly, the majors are being forced into more technically difficult projects like 
shale oil deposits or the mooted Arctic deposits where their superior technology still 
gives them the advantage.  
  
 The sale will probably be good for BP, as the JV is no longer workable. At the same 
time, it means the British company will probably miss out on the development of the 
largely untouched Eastern Siberia, which could be the last big oil bonanza on the 
planet. Most of Russia?s oil comes from big fields in Western Siberia discovered by 
the Soviets. However, these fields were so big the Soviet government never got 
round to exploring the eastern territories that have almost exactly the same 
geography.  
  
 For its part, the Kremlin will probably welcome another investor. There is a huge 
amount of difficult development work to do and the new government has made it 
clear that it will welcome foreigners ? if they bring know-how and technology with 
their money. The break-up of the JV will also benefit AAR as they have the 
opportunity to renegotiate the terms of the unworkable joint-venture structure that 
will probably leave the Russian tycoons clearly in the driving seat.  
  
 The alternative is that the buyer of BP stake could turn out to be one of the giant 
Russian state-owned energy companies like Rosneft or Gazprom.  
  
 Bottom line is that despite BP?s lucrative run in Russia and its attempt to move 
closer to the government and expand its footprint, its poorly structured JV and 
miscalculation in trying to do a deal the ?Russian way? with Rosneft means the 
company?s Russian adventure is over.  
  
  
  
2. ETF buyers return to Russia as EM suffers more outflows  
Troika Dialog Chris Weafer 
1 June 2012 
 



EM funds lost $1.1 bln but Russia only $8 mln. Investors again cut their exposure to 
emerging market funds last week, albeit slightly reducing the outflow from $1.54 bln 
the previous week to $1.15 bln this week. Asian funds again accounted for most of 
the redemptions, losing $604 mln across the region. That brings the total taken out 
of EM funds for the month of May to $5.9 bln, up from the $1.9 bln redeemed in April 
and compares with a total of $22.7 bln invested in Q1. Russia funds fared 
surprisingly well given that the local bourses were hit hardest amongst the EM 
indices. While suffering a sixth straight week of outflows, the total taken out of 
Russia retail funds was only a net $8 mln, down from the $93 mln removed the 
previous week. The encouraging factor is that ETF investors have decided that 
Russian assets are now too cheap and they invested $29 mln during the week. When 
Russia’s share of the redemptions from the big EM Balanced and regional funds is 
aggregated, the total lost to the equity market increased to $69 mln, again a lot less 
than the outflow from the other big EM countries.  
 
Investors still retreating from EM risk. The weekly report from EPFR Global shows 
that investors have now taken money out of EM funds for seven of the past eight 
weeks as concerns about the contagion from the euro zone crisis to the global 
economy steadily increased. Through May the MSCI EM Index lost 11.7%, compared 
to a loss of 9.0% for the MSCI World and a drop of 6.3% for the S&P. The Asian 
region continues to be the hardest hit in terms of US$ outflows ($604 mln last week 
and $2 bln YTD) while Latin America funds are consistently losing the most in terms 
of % of assets under management (0.6% last week and 4.2% YTD).  
 
Market fall not matched by outflows. By contrast, Russia funds have fared relatively 
well and this despite the fact that the Russian indices have been hit hardest in the 
may sell off. Russia funds lost $361 mln in May, compared to an outflow of $1.1 bln 
from China funds and a loss of $659 mln from Brazil funds. At the same time, the 
Russia US$ based indices (RTS and IOB GDR Indices) lost almost twice as much at 
the MSCI EM average. The RTS fell 21.9% through May. Year to date, Russia country 
funds are the only big fund category to retain any significant volume of net new 
money. That total is now at $962 mln (6.6% of AUM) and compares with a net 
outflow from the other major country funds (see table in next page).  
 
ETF investors see a bargain. Russian equities are now the cheapest amongst major 
emerging markets with a forward PE of just above 4.0 times for 2012 and less than 
half that of the EM average. The major reason why the market suffers from these 
frequent free-falls is because of the lack of a domestic investor base with a medium 
to long term investment horizon. Most market participants in the Moscow market are 
short-term focused and when foreign investors stay on the sidelines there is no infill 
from local investors. Hence the total lack of support, higher level of volatility and 
excessively cheap valuations that we see currently. The one encouraging factor is 
that ETF investors also now take that view and have turned buyers for the first time 
since mid March. 
 
3. Pyramid scheme author Mavrodi starts new project  
bne   
June 1, 2012    
 
Sergei Marvodi, known as the creator of Russia's largest financial pyramid scheme, 
announced the launch of a MMM-2012 project and a freeze of payments to 
participants of the current MMM-2011 scheme, RIA Novosti reported.  Mavrodi said 
on his Web site that payments under the MMM-2011 projects were suspended for 



two weeks to stop panic. The payments will restart with severe restrictions, he 
added.  Mavrodi founded MMM in the early 1990s and it quickly became one of the 
largest Ponzi schemes in the world.   According to an association of defrauded MMM 
investors cited by online newspaper Gazeta.ru, the scheme involved 10mn-15m 
investors, who lost $70bn-$80bn.  Mavrodi was arrested for the first time in August 
1994 for tax fraud but was released in October because he was elected deputy of the 
State Duma's lower house, which gave him immunity against prosecution.   In 2007, 
Mavrodi was sentenced for four and a half years after the Investigative Committee of 
the Interior Affairs Ministry received thousands of claims by the defrauded former 
participants of the scheme.  At the start of last year, Mavrodi launched the MMM-
2011 project with the same general rules as MMM, but he officially acknowledged the 
project as a pyramid scheme in which anyone could lose money at any moment.  In 
February, the FAS found several evidences of fraud in this project. For example, a 
40% monthly yield that a participant could get according to the project's official 
data, was impossible to attain. After that Madrodi reduced the yield to 10% to 
prevent further conflicts.  
4. Ukraine’s UX index fell by more than Greek Athex in May 
Art Capital 
1 June 2012 
 
The proverb ‘sell in May and walk away’ has worked out this year. World’s leading 
indexes fell in May: Stoxx 600 by 6.8%; S&P 500 by 6.7%. MSCI EM, the emerging 
markets index, fell 12%. Europe’s markets yesterday opened higher on the news of 
the New Democracy party’s rating rising in Greece, but investor sentiment reversed 
after the news of €100bn being taken out of Bank of Spain in the 1Q12, roughly one 
tenth of the country’s GDP. WSJ reported Spain and the IMF to be negotiating a 
bailout package. Important macroeconomic data will be published in the U.S. today. 
Bloomberg’s consensus forecast shows new jobs outside agriculture to have 
increased from 115k to 150k and unemployment to have been flat (8.1%). 
 
The Ukrainian UX lost 26%; the Polish WIG-Ukraine lost 20%. Even the Greek stock 
index (Athex) fell only 25%, which is less than UX did, despite the Greece’s political 
turmoil. The May fall in UX turned out slightly smaller than the 27% fall in May 2010. 
Such a sizable fall in UX was triggered mostly by Europe’s debt crisis, as Ukraine’s 
economy is export-oriented. Also, there are risks of a devaluation of the national 
currency. The fresh memories of the 2008 financial crunch, which had seen Ukrainian 
stocks tumble 90%, also played a role. In the UX’s 20 most liquid stocks, the May fall 
was led by the 2011-12’s most loss-making companies: AVDK, CEEN and ENMZ. The 
dividend-paying stocks were little changed. 
 
5. Carlsberg plans to offer buyout to Baltika's minority holders  
bne  
June 1, 2012    
 
Dutch brewery Carlsberg plans to make a buyout offer to the minority shareholders 
of Russian brewer Baltika to boost its existing 80.45% stake in the company, 
Carlsberg's unit Baltic Beverages Holding – Pktiebolag said in a statement.  Carlsberg 
may spend a total of RUB37.38bn on the buyout as it plans to pay RUB1,550 per 
common share.  Baltika's capital is split into 151.715m common and 12.327m 
preferred shares.   
6. Czech cabinet approves bill to outlaw anonymous shareholders 
bne 



May 31, 2012 
 
The Czech cabinet approved a bill on May 30 that proposes ending the use of bearer 
shares, which obscure the provenance of company ownership. The draft legislation 
would require beneficial owners to register their shares with the stock exchange or 
financial offices. 
 
The reinvigorated effort to finally end the use of bearer shares in the Czech Republic 
- one of the few countries in the world yet to end the practice, despite (or because 
of?) the clear issues of transparency and corruption - has been led by Justice 
Minister Jiri Pospisil, but it took a knock back when the VV party, which was a major 
supporter of the plan, split and left the coaltion in April. 
 
According to a report by the CEKIA information agency, as of the end of 2011, the 
true ownership of more than half of all joint stock companies in the Czech Republic - 
or roughly 13,000 firms - was masked through bearer stock, reports Czech Position. 
 
The bill also includes a proposal to allow for plea bargaining in corporate criminal 
cases. "The means for uncovering corruption are very limited," Karolina Peake, 
deputy PM said. "We should, therefore, not deprive ourselves of legal tools but on 
the contrary create them." 
 
The government's leading anti-corruption officer also noted that while cancelling 
anonymous shares was an important step, the ministries of justice and regional 
development were also drafting legislation to require greater transparency in the 
ownership of companies bidding for public tenders. 
 
7. Dividends: Russia a value market? 
 Renaissance Capital  
 30 May 2012 
  
  Either it’s 2008 all over again, or the Russian equities sell-off is significantly 
overdone, judging by the direction the market’s dividend yield (DY) has taken. At 
3.8%, the MXRU’s DY is headed for a record high (bar the 2008-2009 period), thanks 
to the market’s ongoing slide. The sharpness with which the yield has shot up is 
reminiscent of what happened in 2008. 
  
  ? So did Russia become a value market overnight? In late February, when Russia 
was the top performing market globally, it also featured one of the lowest DYs. 
  
  Fast-forward three months, and Russia is among the worst performing markets; 
and with that it features a DY higher than that of MSCI World and MSCI Turkey, as 
well as the more defensive MSCI South Africa and MSCI Eastern Europe, to name but 
a few of its peers. Historically, the Russian market DY has been well below that of its 
peers, except for a time in 2004. 
  
  ? Russian equity: (almost) a free option? The DY on the Russian equity market is 
only 49 bpts away from crossing that of Russia’s 30Y benchmark sovereign paper. If 
the yields of Russian equity and debt did cross, this would mark a historic moment of 
sorts, as the DY has not been equal or above that of the sovereign at any point since 
2000, having averaged 432 bpts. 
  



  ? A split personality: is Russia an EM or a DM? All BRICS, with the exception of 
Russia, maintain a wide margin between yields on government bonds and DYs on 
equity (10Y sovereign bond yield > DY). At present, Russia more closely resembles 
DMs, with the DY headed towards where the government bond yield is. 
  
  Underlying fundamentals, however, do not support the view of Russia being like 
Japan, France, Germany or the US. 
  
  ? Dividends are up 27% YoY and have grown at a CAGR of 40% in the past two 
years (granted, partially due to a collapse in dividends in the 2008- 2009 period, 
with MXRU dividends finally having recovered back to the level of 2007). 
  
  Some state-owned companies may see a make-over of their own as well in the near 
future, with the new government continuing work on what was started by its 
predecessors in the way of proposals to fix a minimum 25% payout ratio for 
dividends by state-owned companies. 
  
  ? While it may be early to make an outright LONG RUSSIA call, we would 
selectively be playing DY stories in the current environment (with an assumed 
holding period of one year or more). Among the more interesting stories, in our 
view, we highlight Mechel prefs (DY: 17.7%); TNK-BP (DY: 13.1%); Surgutneftegas 
(DY: 10.3%); MTS (DY: 9.2% on locals; 7.3% on ADRs); Lukoil (DY: 4.8%); 
Severstal (DY: 4.2%) and Globaltrans (DY: 3.4%). Additionally, we highlight 
Telefonica C.R. (DY: 10.5%) and speculatively Turkcell (DY: 8%) within the wider 
EMEA universe (based on FY12 Bloomberg consensus dividend forecasts). 
  
  
  
 2008? 
  
  At 3.8%, the DY on the Russian equity market (MXRU) is headed for a record high 
(bar the 2008-2009 period), thanks to the market’s ongoing downturn. The 
sharpness with which the yield has shot up reminds us of 2008: the only comparable 
period, in which the DY was way above the long-run average of 1.8%, was early 
2004, when for a brief moment it hit 3.1%. 
  
  begs the question of whether we are staring at a fresh 2008 moment globally...or 
whether the sell-off in Russian equities has been overdone. A fresh reminder of the 
2008 scenario would imply the DY could get much higher. At the bottom of the 
market in early 2009, the DY on the MXRU climbed as high as 5.9%, which in turn 
would imply potential further downside to the market of as much as 50%. 
  
 The Russian market: driven by global, not domestic, forces. At the risk of stating the 
obvious here, for all the negative news and uncertainty stemming from domestic 
politics in Russia right now, the market is driven by external factors at present: 1) 
the latest chapter in the European debt saga has fed the fear machine again, with 
credit markets growing more fearful by the day; 2) markets are back in risk-aversion 
mode, leading to fund outflows from equities at large, with Russian equities very 
much part of that story, after very strong inflows in 1Q12, which fed outperformance 
early in the year; 3) increased volatility, which in the case of Russian equities serves 
as a multiplier – we note that the Russian market has one of the highest annualised 
volatility rates (41.3% most recently against an average of 30.1% for peer markets), 
according to our estimates. 



  
 We do not believe, however, that we are staring at a return to the 2008 scenario. 
While we could not forecast the turn the European debt crisis will take from here, we 
list the factors that matter to the Russian market that we believe to be different this 
time around:  
  
8. Russian stocks have third worst month ever - Have all the pins dropped? 
 Renaissance Capital  
 1 June 2012 
  
 Third-worst monthly performance on record since 2000: The MSCI Russia Index 
(MXRU) fell 21.5% in May, with October 2008 (-51.9%) and November 2000 (-
29.7%) being the only two worse months on record. The years 2000 and 2008 
dominate the chart of the 10-worst monthly performances for the MXRU in the past 
12 years (Figure 2). 
  
 Is the market now beginning to discount a 2008 repeat and, if so, is the market 
rational or driven by fear? At the risk of sounding banal, we are yet again hostage to 
global macro themes, with a particular European flavour. We see two possible 
outcomes: either it’s 2008 all over again (we infer a 50-60% downside risk for 
Russia), or it’s not (expect a sharp rebound on a three-month basis). In the 
meantime, micro themes continue to be an afterthought. 
  
 Not far off consolidation, but not quite there yet… We are only 2% and 1.4% away 
from the October 2011 and May 2010 lows, respectively, the market having lost 29% 
and 41% since the March 2012 and April 2011 respective peaks. Unless we are 
heading back towards a dark October 2008 scenario, we think we are not that far off 
consolidation. While not the scenario we expect to see playing out, we note that a 
return to the bottom of 2008 would imply losses of 60% from here, while a return to 
the July 2009 low would imply losses of 25.9%. 
  
 Have all the pins dropped? Oil, rouble and credit. For consolidation to occur, we 
believe oil prices, the rouble and credit need to hit their own bottoms first. The 
question would therefore be whether the recent weakness in oil prices, the rouble 
and credit is over. The oil price and the rouble both moved sharply lower in May 
(down 15.1% and 11.2%, respectively), while Russian CDS spreads added 31%. The 
RUB/USD has overshot last year’s peak already, but we see potential for it to 
overshoot some more. The oil price is bound to come under further pressure in the 
short term, with the Brent price likely to fall below the $100/bl mark. 
  
 So where to from here? We would expect June to swing between gains and losses, 
especially in the run-up to the Greek elections (17 June). However, as we do not 
believe this to be a 2008 moment, we would expect consolidation towards the end of 
the month. A rebound is unlikely to be around the corner just yet, but when it does 
come, we expect it to come sharp and fast for Russian equities, with many investors 
likely to get caught out. While we are not there yet, it may be time to do some 
homework in order to position ahead of the expected rebound. 
  
   
  
9. Polymetal, ENRC and Evraz Weights in FTSE-100 to be cut 
VTB Capital  
1 June 2012 



 
As part of the changes to its free float methodology, the FTSE is planning to 
recalibrate its free float assumptions for FTSE-100 companies under our coverage. 
The changes are likely to have a significant negative impact on Polymetal 
International and ENRC. 
 
Outflows from Evraz Group are likely to be moderate. And the cut in Kazakhmys’ 
weight will be immaterial. Changes are implemented as of 15 June close. 
 
Polymetal International. Free float will be reduced to 51% vs. 75% (previously it was 
rounded up to 75%). This translates into a proforma weight decrease from 0.17% to 
0.12%. We expect passive outflows of USD 99mn from Polymetal International stock, 
which translates to 13.1x ADTV, making Polymetal the most affected stock by the 
change in methodology. 
 
ENRC. Free float will be cut to 19% from 30%, which will translate into a pro-forma 
weight cut from 0.13% to 0.08%, with passive index trackers shedding USD 88mn, 
or 4.7x ADTV. 
 
Evraz Group. New free float will be 25% vs. the current 30% (proforma weight cut 
from 0.09% to 0.08%). This translates into net passive flows of USD 25mn, or 1.4x 
ADTV. 
 
No risk of exclusions at this point. Importantly, the FTSE is unlikely to exclude any of 
these stocks, as it excludes stocks from the FTSE-100 on the basis of full market 
caps rather than weights and all the mentioned names are within the top-85 of the 
FTSE UK list by market capitalization (a stock has to be within the top-110 band to 
be kept in the FTSE-100). 
 
Other matters. Additionally, the FTSE will add Polymetal International to the FTSE 
Gold Mines Index with a pro-forma weight of 1.1%. The index is a benchmark for 
specialist funds investing in gold equities. It is not directly tracked by any of them, 
but might be positive in terms of sentiment, as some of the gold funds might opt to 
add Polymetal to their portfolios. 
 
10. Warsaw pushes payouts higher at state firms 
bne 
May 31, 2012 
 
Seeking revenue to help with its fiscal consolidation drive, Warsaw forced through 
elevated dividend payouts from state-controlled giants PGE and PZU on May 30. 
Local media reports copper miner KGHM is next on the list.  
 
Treasury Ministry representatives pushed through a 75% payout from 2011 profit at 
utility PGE - in which it holds a 61.88% stake - 40% above management's 
recommendation, for a total of PLN3.42bn (€778m). As the largest shareholder in 
insurer PZU with 35%, it managed to raise the dividend by 10% for a payout of 
PLN1.94bn.  
 
However, it failed to eek cash out of the country's biggest oil refiner PKN, with 
shareholders approving management's proposal that it retain profit for reinvestment. 
Promising that the company will start paying dividends at some point, according to 
Reuters, CEO Jacek Krawiec told shareholders: "In the light of investment challenges 



mainly in the energy sector and in the shale gas field, the company cannot afford to 
pay out a dividend yet." 
 
Overall, the government has set a target of PLN8bn of revenue from dividends in 
2012 as it pushes to squeeze the budget deficit to below the EU's 3% threshold. 
However, with plenty of scope for other revenue schemes - the PLN10bn 
privatisation programme for instance - to fall short this year, it is clearly pushing to 
collect as much as possible. 
 
As PKN's reaction illustrates, this puts extra pressure on companies that the Treasury 
is also pushing to make huge investments to lead the government's drive for greater 
energy independence. PGE is not only involved in the dash to develop Poland's shale 
gas resources, but is charged with giving the country nuclear power by 2020. 
 
Krzysztof Kilian, CEO of PGE, expressed frustration at Warsaw's demands after the 
AGM, reports Reuters, claiming that the higher dividend will put a final end to the 
company's troubled PLN7.5bn bid to take over of state-owned peer Energa. Calling 
the acquisition "undoable" now, Killian complained: "With this move, the ministry 
decided for us what we should do."  
 
However, Treasury Minister Mikolaj Budzanowski is unlikely to let such reisstance 
deter him. He has already said earlier this year that he expects a higher payout from 
KGHM - in which the government is also the largest shareholder with a 31.79% stake 
- than management has guided for. Parkiet reported on May 30 that the copper 
miner has proposed a dividend totaling PLN3.4bn, or PLN17 per share, but that the 
Treasury is pushing for PLN4.8bn.  
 
The copper miner's dividend proposal was overruled by the state last year, reports 
Dow Jones, in a similar bid to secure extra financing for the budget, and KGHM 
eventually paid out PLN14.9 per share from 2010 profit, compared with a board 
proposal of PLN8.  
 
 

NEWS STOCKS 
11. GEM Fund Flows Weekly - Gold glitters in otherwise dull week 
Renaissance Capital 
June 1, 2012 
 
Emerging market (EM) outflows continue, but stay flat. Despite the holiday weekend 
in the US stemming fund flows slightly, outflows from EM continued and investors 
withdrew $1.1bn, marginally lower than last week's outflows of $1.5bn.  
 
Outflows from global emerging market (GEM) funds at $139mn. Regionally, Asia ex 
Japan recorded the biggest outflows, totalling more than $600mn in the week to 30 
May. Latin America continued to record outflows, amounting to roughly $220mn or 
0.6% of AUM, but slowed significantly from the week before. Outflows from EMEA-
focussed funds ticked lower to $180mn, with outflows from Russian funds decreasing 
to marginal levels ($8mn). Meanwhile, outflows from SA funds increased to $32mn.  
 
EMEA equity-only fund outflows decelerate to $190mn. Russian equity-only fund 
outflows, normally the most significant in the region, decreased by 50% to $69mn. 
However, outflows from Turkish equity-only funds accelerated to $32mn. In Africa, 



SA equity-only fund outflows further moderated to $23mn, while Nigerian and 
Kenyan equity fund outflows increased to $6.5mn and $2.4mn, respectively.  
 
Gold funds back on track. Over the week to 30 May, gold funds reported inflows of 
nearly $30mn, following marginal outflows the week before. During the week, the 
gold price rose $2/oz to $1,563.4/oz.  
 
Temporary rally on emerging markets. After several weeks of sell-offs across the 
globe, some EM markets had some respite in the week to 30 May. The MSCI EM 
index gained 1.2%, with the MSCI BRIC and MSCI Russia gaining 1.7% and 1.5%, 
respectively. Markets in Egypt and central Europe had less success and the MSCI 
Egypt, MSCI Hungary and MSCI Czech Republic were the worst performers last week, 
falling 4.6%, 2.0% and 1.3%, respectively.  
 
12. VTB takes top slots in Institutional Investor?s ranking  
 bne 
 1 June 2012 
  
 It?s an annual nightmare for Moscow?s analysts. US magazine Institutional Investor 
has just announced the results of its ?best analyst? survey, bring a three month long 
endless round of dinners, clubbing and “stationary” expenditure for clients to an end. 
One banker known to bne burnt through $250,000 of expenses pre-crisis purely on 
making sure he won the top analyst award.  
  
 Officially the final rankings are based on the results of the voting by more than 600 
buy-side analysts and portfolio managers at some 400 institutions worldwide, who 
oversee an estimated $476bn in emerging markets equity and fixed-income assets. 
In reality, lets just say people?s position on the list doesn?t depend that heavily on 
their ability. After all you don?t have to take all 600 voters out to dinner; about 50 
will probably do it.  
  
 Which is not to say the winners are not good: most of the people at the top of the 
tree in Russia?s investment banking firmament are extremely good. But this year?s 
results are symptomatic of the changes Russian IB business is going through. For 
years Rencap has dominated the rankings taking “best analyst in Russia” and a slew 
of sector specific categories. This year VTB Capital moved in to take the best 
analysts in four categories and challenging Rencap for top dog status.  
  
 “According to the Institutional Investor 2012 Emerging Markets Equity and Fixed-
Income Research Team Survey, VTB Capital?s research team is the best in the EMEA 
(Europe, Middle East and Africa) in four sectors: Commodities (Wiktor Bielski & 
team); Fixed Income Strategy (Nikolay Podguzov & team); Equity Strategy (Alexey 
Zabotkin & team); and Transportation (Elena Sakhnova & team),” the bank said in a 
press release.  
  
 VTB Capital has ranked first in twice the number of categories than in 2011. Given 
that Rencap was forced to sack 40 people last week after losses tripled year-on-year 
to nearly $100m expect VTB to do even better next year.  
  
 However, the poignant point here is that despite having by far the largest volumes 
of deals in nearly all categories in the last bne investment banking survey, the bank 
still is nowhere close to making a clean sweep of the II survey best analyst ranking. 
Who says being owned by the government doesn?t help your business?  



  
  
  
13. Vladimir Potanin comments on Norilsk Nickel 
Troika Dialog 
1 June 2012 
 
Vladimir Potanin, the head of Interros, made two statements yesterday regarding 
Norilsk Nickel. 
 
First, Potanin stated that Interros does not seek to acquire a controlling stake in 
Norilsk Nickel in the current environment. One should note that Interros (28% of 
shares), coupled with the management’s voting treasury shares (16.9%), controls 
the company (roughly 30% of shares are held by UC RUSAL and Alisher Usmanov). 
 
Second, Potanin noted that up to 10% of treasury shares could be canceled by year 
end, but this will not be accompanied by a buyback (like was legally mandated in the 
case of Severstal), rather taking place via either liquidation of the subsidiary that 
holds the shares or a merger with Norilsk Nickel itself. 
 
Interros has already promised to cancel the recently purchased 7.7% block, though 
we think it has limited interest in doing so as it could weaken its position versus UC 
RUSAL. 
 
If the 10% block of treasury shares is canceled, Interros and the management will 
be able to vote with 38%, while UC RUSAL and Metalloinvest will have 33% 
combined. 
 
Interros’ edge over UC RUSAL will thus shrink dramatically, which could effectively 
leave the company’s fate in the hands of minority shareholders. The reason behind 
the buyback could be fear on the part of Interros of the unduly significant influence 
the management team has over the company via its control over the treasury 
shares. 
 
Finally, with this buyback, Interros’ stake would reach 31%, exceeding the 30% 
threshold without a buyout offer, which would free it to increase its stake up to 50%. 
 
That said, we doubt it has the financial resources to accumulate any more shares. 
 
Troika’s view: Overall, if the shares are canceled, there will be no valuation 
implications. The perception of the corporate governance could slightly improve. 
 
However, the potential upshot is a more violent struggle for votes between the two 
camps, so it should be positive for the share price. 
 
On a separate note, if the shares are canceled via a merger of the subsidiary owning 
the shares with Norilsk Nickel under the Russian law, it should in theory trigger a 
buyback from the dissenting shareholders (as in the case of Uralkali recently), but 
the price is likely to be set low. 
 
Mikhail_Stiskin@  
 
14. Pala Investments outbids Norilsk Nickel to control AMR  



bne   
May 28, 2012    
 
Pala Investments Holdings, an investment fund of Russian businessman Vladimir 
Iorikh, has acquired 50.7% in Asian Mineral Resources (AMR), outbidding Norilsk 
Nickel, AMR said.  Pala became the owner of 157.815m shares and 54.167m 
warrants of AMR. Each warrant provides the right to acquire one AMR share at 0.10 
Canadian dollars each. Thus, Pala's stake in AMR might be increased to 
58%.  According to AMR, Norilsk Nickel's offer was too vague and risky for the 
company.  
15. AAR Wants to Buy BP Stake in TNK-BP 
RIA Novosti 
2 June 2012 
 
The resignation of Mikhail Fridman as the chief executive officer of the Russian-
British joint venture, TNK-BP, means that the company’s parity ownership has 
"outlived its usefulness" and should be changed, according to Stan Polovets, head of 
AAR, speaking late on Wednesday. 
 
AAR, which stands for the Alfa-Access-Renova consortium and represents Russian 
magnates including Fridman, German Khan and Viktor Vekselberg, and shares 50 
percent ownership of TNK-BP with the British based global oil producer, is also ready 
to buy out its British counterparty. 
 
"AAR is ready to buy BP's stake in TNK-BP. As an alternative variant, we are ready to 
exchange [our stake in TNK-BP] for BP shares so AAR would become BP's 
shareholder," Polovets told Russia Today international news TV channel. 
 
TNK-BP said earlier on Monday that Fridman had informed the company's board of 
directors of his resignation from the post. 
 
A source close to AAR told Prime news agency on Monday that Fridman resigned due 
to the collapse of corporate management. 
 
"One thing is clear - the 50/50 ownership scheme outlived its usefulness and it is 
time to revise the ownership structure. We are ready to discuss [the mentioned 
schemes] with BP," Polovets added. 
 
BP and the Russian partners in the AAR consortium have been locked in a long-
running dispute over management of their Russian joint venture, which included the 
replacement of the former TNK-BP CEO Robert Dudley in 2008. That conflict, which 
went on for three months, and ended with Dudley resigning and leaving Russia, was 
followed by another divide over whether BP was entitled to participate in a joint 
venture with Russia’s biggest crude producer, Rosneft, to explore and develop 
Russia’s Arctic shelf deposits. 
 
In January 2011 AAR blocked the proposed $16 billion deal between BP and Rosneft 
to create a joint venture, as well as to swap shares in each other. The AAR partners 
insisted TNK-BP's shareholder agreement compelled BP to offer any Russian project 
to TNK-BP first, Rosneft was disinclined to having TNK-BP, as opposed to BP, as a 
partner, and the deal collapsed after failed arbitration. 
 



The two sides disagreed over the management of TNK-BP, with AAR accusing BP of 
treating TNK-BP merely as a Russian subsidiary to boost its reserves, and not 
allowing TNK-BP to expand abroad in areas where it might compete with BP. 
 
The AAR source considered the roots of the current management collapse stem from 
the failed deal with Rosneft. The other members of the AAR consortium, German 
Khan and Viktor Vekselberg, remain with the business as executive directors and 
members of the management board. 
 
Fridman told Kommersant business daily on Thursday that a third shareholder could 
come into the joint venture but did not elaborate. 
 
16. InterRAO UES submits voluntary tender offer in Bashkirenergo 
Troika Dialog 
1 June 2012 
 
InterRAO UES announced yesterday that it has submitted the documents to the 
Federal Financial Markets Service (FFMS) for the voluntary tender offer in 
Bashkirenergo. The tender offer applies to both common and preferred shares. The 
shares should be bought out using cash (not InterRAO UES shares), the 
management stated. The procedure details are as follows. 
 
? Common shares. The tender offer price has not been announced, but it will 
reportedly be based on a six_month weighted average (R33.06 per share, we 
estimate). The price announcement date is June 13. From then until August 22 (70 
days), Bashkirenergo minority shareholders can submit applications. By September 6 
(15 days), the shares should be submitted on InterRAO UES’ accounts. Finally, over 
September 7_19, InterRAO UES will buy out the shares submitted. 
 
? Preferred shares. The tender offer price has been set at R26.25 per share (also 
based on a six_month weighted average). The application for the tender offer and 
the submission of the shares is from May 29 to August 21. During August 22 to 
September 4, InterRAO UES will buy out the shares submitted. 
 
Troika’s view: The estimated and announced tender offer prices are a respective 
18% and 26% above Monday’s closing prices and are still 4% and 5% above 
yesterday’s close after a strong performance. The tender offer prices should be the 
technical support levels for Bashkirenergo’s commons and prefs during the tender 
offer period. 
 
Alexander_Kotikov  
 
17. LUKoil cheap, becoming a shareholder value story 
Alfa Bank 
1 June 2012 
 
We upgrade LUKoil to O/W on the back of cheap valuations, the recent correction 
and what seems to be continuous improvement in operations and communication of 
its investment case. We leave our TP intact at $70.2, implying 35% upside. While 
there have been no substantial changes to the investment case, we are growing 
increasingly confident thanks to the company’s focus on boosting its valuation in 
preparation for a possible $1bn+ Hong Kong IPO/SPO. The company is supporting its 



valuation in the most logical way available to it – by improving shareholder returns 
and transparency. 
 
For further details, please see our report released yesterday. 
 
Pavel Sorokin  
 
18. Norilsk Nickel could cancel its treasury stake by the end of 2012 VTB 
Capital 
June 1, 2012  Norilsk Nickel could cancel its treasury stake by the end of 2012 — 
reiterated once again — but forms other than a buyback could be employed — 
positive for sentiment  
News: Vedomosti and Kommersant have quoted Interros' owner Vladimir Potanin 
today, saying that Norilsk Nickel might potentially cancel its 9.54% treasury stake by 
the end of 2012.  
Our View: Interros has already reiterated its commitment to cancel the treasury 
stake in Norilsk, with the news thus being no surprise. However, this is the first time 
the company has said it would not employ a buyback (with the terms unlikely to be 
attractive for minorities in a standard case) to buy the stake from its wholly-owned 
offshore subsidiaries, which could be an ambiguous solution, given the market 
instability and the premium potentially emerging due to volatile share price. All in all, 
we welcome the company pursuing the cancellation at last, which could create a 
positive precedent on the corporate governance side of Norilsk. 
19. Steppe Cement's key shareholder keeps increasing his stake VTB 
Capital May 30, 2012  Steppe Cement's key shareholder keeps increasing his 
stake – cement market environment remains positive – positive view on 
stock reiterated  
News: According to Steppe Cement, key shareholder Azmi Wan Hamzah bought 
1.6% of the company’s shares between April 19 and May 25.  
Our View: Overall, Azmi Wan Hamzah has bought 5.7% of the company’s shares 
since early October 2011, bringing his stake to 20.6%. The latest purchases of 
Steppe Cement's shares by its key shareholder along with positive trends on the 
Kazakh cement market support our positive fundamental view on the stock. 
20. Third shareholder may appear in TNK-BP - Fridman   
bne  
June 1, 2012    
 
Mikhail Fridman, a shareholder of Alfa-Access-Renova (AAR) consortium holding 50% 
in TNK-BP, has not ruled out that a third shareholder could appear in Russian-British 
oil joint venture TNK-BP, he told Kommersant in an interview, Prime reported.  On 
May 28, Fridman resigned as TNK-BP CEO following what an AAR source said was a 
collapse of the corporate management at the company and BP's unwillingness to 
improve the situation.  The parity ownership system became obsolete after he quit 
his position, Fridman added.  Fridman also said there had not been any definite 
offers from potential shareholders yet.  AAR consortium is ready to purchase a 50% 
stake from BP in TNK-BP, or swap its own stake for BP shares, AAR CEO Stan 
Polovets said earlier, cited by Prime.   
 

IPO, SPO, ADRs, GDRs, PLACEMENT 
21. Russian First Cargo Company to hold IPO in January-August 2013  
bne   
May 31, 2012    



 
Russian First Cargo Company plans to complete preparations for an IPO by January-
August of 2013, CEO Oleg Bukin said, Prime reported.  "We plan to be ready by the 
middle or the third quarter next year," he said.   
22. Cereal Ukraine wants to conduct private placement on WSE in Q2-Q3  
bne  
June 1, 2012   
 
The Cereal Ukraine group of companies, one of the leading cereal producers in 
Ukraine, plans to conduct a private placement of shares on the NewConnect Market 
of the Warsaw Stock Exchange (WSE) in the second and third quarter of 2012, reads 
a report by Poland's Progress Holding, seen by Interfax-Ukraine.  The report says 
that on June 1 and June 2, a meeting of Cereal Ukraine President Anatoliy Vlasenko 
with investors interested in the private issue of shares in the company is to be held 
in Zakopane (Poland).  The group plans to raise funds to realize a program for the 
development of production facilities and exports of cereals, which is assessed at 
some €2.5m in total.   
23. Freight One to Prepare for IPO in Late 2013 
RIA Novosti 
2 June 2012 
 
Freight One, a leading Russian railroad cargo company, is to prepare for an initial 
public offering (IPO) in late 2013, Freight One CEO Oleg Bukin said on Thursday. 
 
“We plan to ensure our preparedness (for the IPO) by the middle or third quarter of 
next year,” Bukin said on the sidelines of the seventh international railway business 
forum. 
 
Russia's Universal Cargo Logistics Holding (UCL Holding), owned by billionaire 
Vladimir Lisin, bought 75 percent minus two shares of Freight One, a rail cargo 
subsidiary of state monopoly Russian Railways, for 125.5 billion rubles ($4.2 billion) 
in late 2011. 
 
Russian Railways has kept a blocking stake in the rail operator. Lisin is now 
negotiating the purchase of the remaining stake in Freight One from the rail 
monopoly. 
 
24. Globaltrans might consider an SPO — only if markets get much better by 
the summer — unlikely to happen in our view 
VTB Capital  
30 May 2012 
 
News: Sources of Kommersant say Globaltrans might be preparing for a 10-12% 
SPO, if financial markets find themselves in a much better shape by the summer. 
However, Kommersant also quotes sources at Globaltrans saying the level of 
leverage of the company is comfortable and does not require additional refinancing. 
 
Our View: We think it is unlikely the markets would make such an opportunity 
attractive and think that the company might reconsider this opportunity only at a 
later stage, if it does at all. 
 
25. Megafon IPO postponed to September 



bne 
May 30, 2012 
 
The planned London IPO of Russian mobile phone giant Megafon has been postponed 
from July 2012 to September due to poor market conditions, according to business 
daily Vedomosti. 
 
Megafon shareholders Alisher Usmanov and TeliaSonera announced the IPO in April 
2012, saying that 20% of the company would be sold. 10.6% currently belonging to 
TeliaSonera and 9.4% owned by Megafon Investments, a 100% subsidiary of 
Megafon. But with the recent Eurozone financial turmoil, valuations of Megafon's 
peers have slid - with competitor Vimpelcom losing 16.3% since April, apparently 
prompting Megafon, Russia's second largest mobile operator, to call off. 
 
This adds to the list of Russian companies postponing IPOs in the context of the 
Eurozone crisis - airport operator Domodedovo, real estate developers O1 Properties, 
shoeselliner Tsentrobuv and Russia's largest bank Sberbabk have all postponed 
share offerings in 2012.  
 
 

BUY BACKS, SHARE ISSUES 
26. Lukoil will prepare treasury share option plan in 2012  
bne   
May 28, 2012    
 
Lukoil plans to work out a treasury share option plan by the end of 2012, the 
company's Vice President Leonid Fedun said in a statement.  "The board of directors 
is currently considering its decision, with a program possibly elaborated by the end 
of this year - the new program will be mixed, with managers both buying shares on 
their own and receiving some part from the company," Fedun said.  Lukoil bought 
back $128m worth of its shares in January-March. The share of treasury stocks 
owned by Lukoil and its affiliates accounted for 11.25% of the total as of the end of 
April.  
27. Bashkirenergo - Inter RAO plans buyback during asset consolidation 
UralSib 
1 June 2012 
 
Waiting for final price on buyback of common shares. Inter RAO (IRAO RX – Buy) 
submitted a voluntary offer to buyback common and preferred stock in 
Bashkirenergo (BEGY RX – Hold). Inter RAO set the buyback price at RUB26.25/pref, 
or 5.0% above the market price. 
 
The company did not disclose the buyback price of common stock as the offer has 
not yet been approved by the Federal Financial Markets Service (FFMS). However, 
management guided a buyback price of above RUB33.42/common share. This 
implies more than 5.1% upside to the current market price. 
 
Sign of good corporate governance. We expect Inter RAO to show good corporate 
governance practices with minorities. Given that Bashkienergo will be dissolved, 
Inter RAO will not be able to put a mandatory offer to minority shareholders after 
increasing its stake from 25% to 65%. Nevertheless, Inter RAO has decided to make 
a voluntary buyback on the terms of the mandatory buyback, which the company will 



not be able to execute due to the specifics of Bashkirenergo’s asset consolidation. 
According to our estimates, Inter RAO may purchase up to 25% in Bashkirenergo 
and spend $300 mln for the buyback. 
 
Fair offer in our view. We expect the news to produce positive sentiment for the 
stock. The buyback price implies 5.0% upside to the market price for preferred 
shares and at least 5.1% upside to that for common shares. We recommend 
shareholders to cash in stakes once the buyback offer is finally approved, due to a 
lack of triggers in short term. 
 
Matvey Taits  
 
28. Gazpromenergoholding sheds more light on OGK-2’s share 
placement Alfa Bank May 31, 2012  Gazpromenergoholding, the largest 
shareholder of OGK-2, TGK-1 and Mosenergo, held a press conference 
yesterday and shed more light on OGK-2's forthcoming additional share 
placement. We provide our key takeaways below:  Gazpromenergoholding’s 
management announced that the placement price for OGK-2’s additional 
share placement will be announced in September 2012. Moreover, the 
company noted that within the context of this placement Gazprom’s 
subsidiaries will inject the required RUB20bn. This cash is fully required to 
cover part of company’s huge capex needs. According to GEH CEO Denis 
Fedorov, the capex needs for 2012-14 are estimated at RUB80bn for OGK-
2.  Mr. Fedorov also confirmed that the holding is still actively negotiating 
with IES on the potential consolidation of their generating assets and will 
definitely discuss the merger with the new Minister of Energy and FAS 
again.  Regarding Mosenergo’s current position on the city’s heating market, 
Fedorov once again confirmed that the company is still working to 
strengthen its position. We also believe that the landscape of the local 
heating market will shift in favor of Mosenergo given that its heat is cheaper 
than MOEK’s, as it is produced by more efficient CHPs rather than local gas-
fired boilers.  Gazpromenergoholding once again confirmed that it will 
develop a plan for an IPO after the finalization of the company’s obligatory 
investment program and several potential M&A deals in 2014-15.  Overall, 
we treat the results of the meeting as NEUTRAL for the performance of the 
GenCos. 
29. InterRAO: Expected buyback offer to minorities in TGK-11 UralSib May 
31, 2012  TGK-11 minorities receive offer. Inter RAO (IRAO RX – Buy) has 
submitted a mandatory offer to TGK-11’s (TGKK RX – Not Rated) minority 
shareholders after increasing its ownership to 84.7%. As we expected, the 
buyback price was set close to the market. The minority shareholders might 
be able to sell shares at RUB0.015/share, or 2.7% above the current market 
price. The mandatory offer is valid from 31 May until 20 August.  Marginal 
impact on Inter RAO. TGK-11 is a Siberian generation company which 
operates mostly coal-fired power plants. The com- pany’s total installed 
capacity is 2 GW, or 7% of Inter RAO’s total installed capacity. TGK-11 
makes only a minor contribution to Inter RAO’s operations, and its 2012E 
EBITDA should amount to just 5% of Inter RAO’s total figure.  
Neutral for Inter RAO and TGK-11. We see this deal as neutral for Inter RAO, as 
TGK-11 makes up only a minor part of its business. We expect the news to have an 
insignificant impact on TGK-11 stock, given that the buyback price is close to the 
market. 
30. MHP's CEO considers repurchasing the company’s shares  



bne  
May 29, 2012   
 
Yuriy Kosyuk, the major shareholder and CEO of LSE-listed Mironovskiy Hleboproduct 
(MHP), Ukraine’s largest poultry producer, said he was planing repurchasing the 
company’s shares.  He said he started to consider to buy shares after they corrected 
by 23% since the beginning of May.   
31. Rosneft publishes official buyback results; mildly POSITIVE Alfa 
Bank June 1, 2012  
Rosneft published its official share buyback results yesterday. The company will be 
buying back a total of 322m shares worth RUB68.3bn ($2.05bn), somewhat above 
the rumored RUB60bn, but only slightly more than half of the $3.4bn limit.   The 
company is not planning to cancel the bought out shares and reduce its share 
capital. We treat the news as mildly POSITIVE, as although the buyback significantly 
decreases Rosneft’s free float, the shares submitted for the buyback are much less 
than the total permitted volume. We note, however, that much of the news is 
already priced in, so we do not anticipate a strong market reaction. 
32. Rosneftegaz to purchase new share issues in state utilities; NEGATIVE 
Alfa Bank 
1 June 2012 
 
More details have emerged regarding Rosneftegaz’s participation in stateowned 
utilities. Vedomosti reported that the government is now discussing having electric 
power companies issue new shares in favor of Rosneftegaz, though it has not 
specified which companies might issue new shares. Earlier, President Vladimir Putin 
said that power companies need additional capitalization (i.e. funding), and 
Rosneftegaz was appointed to be in charge of this process and pre-sale preparation 
of the assets. To recap, last week Putin included RusHydro, Federal Grid Company 
and MRSK Holding in the list of strategic companies, whose privatization requires 
special approval at the presidential level. 
 
Although Rosneftegaz’s participation in the electricity sector has been discussed 
since last week, we believe that new share issues by power companies, even for the 
sake of funding, might be taken NEGATIVELY by the owners of their stocks (it was 
not specified which companies, but we assume they could be RusHydro, FGC and 
MRSK Holding). This would aggravate the negative sentiment surrounding the 
utilities sector that we have observed over the last few weeks. Investors have 
already been overwhelmed by the large number of share issues by utilities in the 
past, which have mostly been in favor of the state, so the next series will likely spur 
a negative reaction. 
 
33. Sistema approves buyback  
VTB Capital 
June 1, 2012 
 
Sistema approves buyback, announces 1Q12 results, and holds a conference call, we 
expect discount to sum-of-the-parts and locals/GDRs spread to compress 
 
News: Sistema has approved the $300m buyback programme of GDRs and local 
shares (with a substantial majority allocated to the purchase of GDRs), which is to be 
executed via brokers from 6 June until 15 October 2012. 
 



The company also released its consolidated 1Q12 IFRS results and held a conference 
call. 
 
Our View: We welcome the buyback decision as sensible, given the valuation, as well 
as the choice to act more professionally (through brokers) compared with the 
previous buyback attempt. Second, we note that the wording on the amount has 
changed from “up to USD 300mn” to “USD 300mn” (although it does not guarantee 
that all money will be put to work). Third, the volume of the buyback is comparable 
with the monthly turnover in the stock, which suggests price performance during 
July-October. We think that Sistema does not have a price target but rather will be 
watching the discount to sum-of-the-parts (SOTP), which is currently at humiliating 
levels (50% area). The language regarding the fate of the repurchased shares has 
softened (i.e. cancellation is likely but no firm commitment). 
 
The comments on the India predicament have not changed much, with key 
events and decisions still a few weeks away. Sistema values its total exposure to 
SSTL at USD 1.5bn at the moment. Cash outflows at SSTL are being minimised. We 
reiterate our strong positive stance towards Sistema’s stock and our Buy 
recommendation. 
34. Uralkali releases update on buyback program 
Alfa Bank 
30 May 2012 
 
Uralkali provided an update yesterday on its $2.5bn buyback program, which was 
announced last October and is effective until October 6, 2012. During the period May 
21-25, Uralkali bought 4.56m ordinary shares at an average price of $6.9 and 0.61m 
GDRs at an average price of $34.36--for a total of $52.4m. 
 
Since the start of the program, Uralkali's purchases of shares and GDRs have totaled 
$537m. 
 
The average buyback price since the program's inception in October 2011 is $7.12 
for ordinary shares and $35.32 for GDRs. The total amount of the buyback is set at 
$2.5bn, and to date the company has completed 21% of the program. 
 
We think the news is NEUTRAL for the stock. We see that Uralkali is committed to 
buying its shares if the price declines. As a result, the buyback program should be 
supportive for the share price at the levels indicated by the announced price. 
 
 

DIVDENDS 
35. Sheremetyevo may allocate RUB580.6m to 2011 dividends  
bne  
May 28, 2012    
 
The board of directors of Sheremetyevo International Airport approved paying a total 
of RUB580.658m, 25% of the company's net profit, in dividends for 2011, the 
company said.  An annual shareholders meeting is scheduled for June 29.  The 
aeroport's net profit amounted to RUB2.32bn in 2011 with its revenue at 
RUB9.146bn, as calculated under the RAS.   
36. Russian Far East fishery firm will pay RUB1.5bn for 2011 dividends  
bne   



May 29, 2012    
 
Shareholders of Nakhodka Active Marine Fishery Base, one of Russia's largest fishing 
companies located in the Far East, approved distribution of RUB1.5bn for 2011 
dividends at an annual shareholders' meeting, the firm said.  The company is to pay 
RUB107.9m on preferred shares, or RUB162.12 per share, and RUB1.392bn on 
common shares, or RUB697 rubles per share.  The dividends are to be paid before 
July 23.  
37. TGC-13 board decided against 2011 dividends due to loss  
bne  
May 28, 2012    
 
The board of directors of TGC-13 has recommended not paying dividends to the 
company's shareholders for 2011 due to losses that were incurred, the company 
said.  The net loss of TGC-13 widened by 12.4% in 2011 to RUB1.451bn, as 
calculated under RAS.   
38. Lukoil may boost 2012 dividends  
bne   
May 28, 2012    
 
Lukoil may pay significantly higher 2012 dividends than those planned for 2011, Vice 
President Leonid Fedun said, cited by Prime.  "I expect a serious rise in dividends - 
as long as nothing terrible occurs on the market," Fedun added.  Lukoil's board of 
directors has recommended paying RUB75 per share on 2011 results, up 27.1% on 
the year.   
39. Polyus Gold approves paying $115m in 2011 dividends  
bne  
May 28, 2012    
 
The shareholders of Polyus Gold International approved paying a total of $115.013m 
in dividends for 2011, or $0.041 per share, it said in a statement.  In 2011, the 
company's net profit surged 57% to $558m, as calculated under IFRS.  
40. Promsvyazbank board recommends no dividends for 2011  
bne  
May 28, 2012    
 
he board of directors of Promsvyazbank recommended against paying dividends for 
2011, read the company's documents.  The banks net profit amounted to 
RUB3.971bn in 2011.  The board recommended allocating RUB34.542m to the 
reserve fund and not assigning the remaining RUB3.936bn.   
41. FGC UES board recommends paying no dividends for 2011  
bne   
May 28, 2012   
 
The board of directors of FGC UES has recommended paying no dividends for 2011, 
the company said.  FGC UES paid RUB2.58bn in dividends for 2010 and did not pay 
dividends for 2009.   
42. TGC-7 board recommends paying no dividends for 2011  
bne   
May 28, 2012    
 



The board of directors of power producer TGC-7 has recommended paying no 
dividends for 2011, the company said.  For 2011, TGC-7 posted a net loss of 
RUB120.351m against a net profit of RUB2.565bn in 2010, as calculated under 
RAS.   
43. Mechel Mining may pay RUB20.1bn in 2011 dividends  
bne  
May 28, 2012    
 
The board of directors of Mechel Mining recommended paying RUB20.117bn in 
dividends for 2011, or RUB1.38 per share, the company said.  In 2011, the 
company's net profit totaled RUB25.591bn.   
44. Taneko decides against paying dividends for 2011  
bne   
May 28, 2012    
 
Petrochemical complex Taneko, a unit of oil major company Tatneft, has decided not 
to pay dividends for 2011, the company's spokesman said, cited by RIA 
Novosti.  Taneko will allocate its RUB270m net profit for 2011 to the company's 
development, he added.  
45. Murmansk port raises 2011 dividends 34% to RUB90m  
bne  
May 31, 2012    
 
Murmansk Commercial Seaport will increase its dividend payments by 34% to 
RUB90.457m, the company said.  The company will pay RUB399.69 per common 
share and RUB1,199 per preferred share.  In 2011, the port's net profit increased by 
34.2% on the year to RUB452.3m.   
46. UMMC directors recommend paying no dividends for 2011  
bne  
May 31, 2012    
 
The board of directors of Russia's Ural Mining and Metallurgical Company, or UMMC, 
has recommended paying no dividends for 2011, the company said in a 
statement.  UMMC paid RUB7.67 per share in dividends for 2010, or a total of 
RUB3.2bn. The company did not pay dividends for 2009.  
47. Dixy Group may not pay dividends for 2011  
bne  
May 31, 2012    
 
The board of directors of retailer Dixy Group has recommended not paying dividends 
for 2011, Dixy said in a statement.  In 2011, the company earned a RUB147.2m net 
profit, as calculated under RAS and Dixy decided to allocate RUB38,750m to its 
reserve fund.   
48. AIZhK may spend 25% of 2011 net profit on dividends  
bne   
May 31, 2012    
 
The supervisory board of Russia's Agency for Housing Mortgage Lending (AIZhK) 
recommended distributing 25% of the company's net profit, or RUB1.293bn, on 2011 
dividends, the company said.  According to the statement, the dividends are to be 
paid within 60 days of the shareholders' decision.  AIZhK's net profit rose 9.76% in 
2011 to RUB7.967bn, as calculated under the IFAS.   



49. Acron – surprising 4Q11 dividend 
Troika Dialog 
29 May 2012 
 
Acron’s BoD on Friday recommended paying 4Q11 dividends of R46 per local share 
($0.14 per GDR at R32.1/$1), which at a current price of $3.5 per GDR implies a 
dividend yield of 4.1%. The record date was on May 11, and the AGM to approve the 
dividend payment should take place on June 28. Total dividends for 2011 (including 
a lavish $200 mln paid for 9m11) amounted to $270 mln, or 45% of the company’s 
2011 net income under IFRS. 
 
Troika’s view: Such a generous payment can be attributed to the record strong 
earnings in 2011 (with EBITDA coming in at $690 mln) and some successful asset 
disposals, including the company’s sale of its Canadian potash licenses (around $186 
mln) and the stake in Apatit, altogether yielding roughly $300 mln. Nevertheless, we 
think the decision on dividends was hardly judicious – the company’s financial 
position is already stretched and it has substantial commitments related to its mining 
projects. Acron’s net debt ($1.0 bln as of end 2011) is likely to increase meaningfully 
should the company proceed with the acquisition of the Polish Azoty Tarnow plant. 
Acron’s public offer to acquire a maximum of 66% for $446 mln is open for 
acceptance from June 6_22. 
 
We admit that the company has a safety cushion in terms of its 2.7% stake in 
Uralkali ($582 mln) and the remaining Canadian licenses, though the value of these 
investments is obviously shrinking alongside the deteriorating market environment. 
 
Over the past several weeks, Acron has underperformed its Russian peers due to a 
correction in nitrogen prices and a shift in investors’ preferences toward higher 
quality names. The stock now trades at below a 2012E EV/EBITDA of 3.5 and we 
would buy into weakness. 
 
Mikhail_Stiskin  
 
50. Aeroflot May Up 2011 Dividends 66% 
RIA Novosti 
23 May 2012 
 
Russia's flagship air carrier Aeroflot may increase its 2011 dividends by 66 percent 
from 2010, to 1.8081 rubles per share, the company said on Tuesday. 
 
The total volume of dividends may amount to 2 billion rubles, which is 20 percent of 
the company’s 2011 RAS net profit. 
 
Aeroflot’s dividend payments in 2010 were 10 percent of its net profit of 1.2 billion 
rubles. 
 
The company saw its 2011 IFRS net profit double year on year to $491 million. The 
growth resulted from the increased volume of operations, the sale of stakes in 
subsidiaries and the swapping of 52.8 percent of shares in Terminal OJSC for the 
shares of Moscow Airport Sheremetyevo (MASH). 
 
51. LUKOIL's strategic priorities: dividend growth and $2-3bn buyback 



 VTB Capital 
 May 30, 2012 
  
 LUKOIL Capital Market Day in Hong Kong – key takeaways – dividends are to grow – 
company might spend $2-3bn to buy back own shares from the market – ambitious 
LT targets – supportive for LUKOIL’s shares 
  
 News: LUKOIL’s Vice President Leonid Fedun announced the company’s strategic 
priorities for the next few years at the company’s Capital Markets Day in Hong Kong. 
  
  
 Our View: The key takeaways are as follows. 
 Annual dividend growth of 15% is planned for the next several years. This exceeds 
our forecast of 9% and, if applied for 2012, would mean a dividend yield of around 
5.2% (as of yesterday’s CoB). Additionally, LUKOIL is targeting payout ratios of 30% 
for 2016 and 40% for 2021. We believe this news is above market expectations and 
is strongly positive. 
  
  
 The shares buyback is considered to be an important FCF stream. According to 
Fedun, the company might spend $2-3bn in the future (no timeframe specified) on 
this as the company is currently deeply undervalued. Shares are to be partly spent 
on the Hong Kong listing (scheduled for 2013) and a bonus programme for 
management, with the remainder possibly being cancelled when Russian legislation 
has been amended. To recap, the company spent some $400mn and $130mn of FCF 
in 2011 and 1Q12, respectively, to purchase its own shares from the market. The 
company has already spent some $5bn for the shares buyback (11% of the capital is 
now in treasury). Given the substantial amount targeted for the buyback, we might 
see additional support to the share price. 
  
 LUKOIL reconfirmed its intension to stabilise production rates in Western Siberia, 
while the key growth regions would be Timano-Pechora and the Caspian Sea 
offshore, as well as Uzbekistan and Kazakhstan. The company’s intention to stop 
production declining is definitely positive for LUKOIL from the investment 
community’s perspective, as falling production is by far the largest negative 
associated with the company. 
  
 We are reiterating our positive view on LUKOIL as one of the most undervalued 
investment opportunities in the Russian oil universe: the company’s shares are 
trading at 1.9x and 3.6x 2012F EV/EBITDA and P/E, respectively, at a deep discount 
to international and Russian peers. 
  
52. Magnit announces results of AGM and 2011 and 1Q12 dividends VTB 
Capital May 30, 2012  Magnit announces results of AGM and 2011 and 1Q12 
dividends - 7 board members are elected, no changes - 2011 payout is 14%, 
1Q12 is 10% - dividend yield is 0.5% and 0.2% respectively  
News: Magnit has announced the results of its AGM held on 28 May in Krasnodar. 
The agenda of the meeting was to ratify the annual report, the annual accounting 
statements, profit and loss distribution according to 2011 financial year results, 
payment of dividends according to the results of the first quarter of 2012 financial 
year and the election of the board of directors.  
Dividends for 2011 were announced at RUB 1,726mn, or RUB 18.26 per share; 
dividends for 1Q12 are at RUB 489mn, or RUB 5.18 per share. The expiry for 



fulfilling dividend payment obligations is 27 July. The Board of directors consist of 
seven members, of which four are independent. 
Our View: The dividends announced for 2011 imply a payout of 14% and a dividend 
yield at 0.5%. Dividends for 1Q12 imply a payout of 10%, with a dividend yield of 
0.2%. The announced dividend payments are in line with the payout guided by the 
company. 
53. VTB 24 will pay dividends worth RUB18.1bn for 2011   
bne  
May 30, 2012   
 
The shareholders of VTB 24 decided to pay dividends worth RUB18.1bn for 2011 
compared to RUB7.5bn paid for 2010, VTB 24 said.  VTB 24 has already paid 
RUB13.1bn worth of interim dividends for 2011. 
54. VimpelCom Ltd could defer dividend payment 
Troika Dialog 
29 May 2012 
 
The Moscow Arbitration Court last week issued a new, extended injunction in 
connection with a lawsuit filed by the Federal Antimonopoly Service (FAS) against 
Telenor and Weather Investments. While prohibitions contained in the previous 
injunction (issued in April) related mostly to nominating a new Supervisory Board, 
this time the injunction also prohibits VimpelCom from paying dividends to 
VimpelCom Ltd, which, in our view, makes it a much more serious issue. In addition, 
the court stripped external auditors and VimpelCom’s BoD of their authority. 
 
On May 21, VimpelCom’s shareholders approved a dividend payment of R18.9 bln (or 
$595 mln). VimpelCom Ltd earlier also declared $570 mln in dividends, for which the 
record date is June 1. As a result of the issued injunction, VimpelCom Ltd is likely to 
defer the payment, as its Russian subsidiary is its main source of cash to pay 
dividends. 
 
The company issued a statement on Friday stating that it is reviewing both deferring 
the payment of dividends and postponing the AGM until there is more clarity. The 
decision is expected to be made on May 31. The injunction could remain in force until 
the court makes a decision on the merits of the FAS claim, the first hearing being 
scheduled for October 17. The company also intends to appeal the court’s decision. 
 
To recap, the FAS in April filed a lawsuit against Telenor and Weather Investments 
on the grounds that Telenor’s purchase of 234 mln VimpelCom Ltd prefs in February 
was carried out in infringement of the “Law on Foreign Investments in Legal Entities 
of Strategic Importance”. 
 
Troika’s view: We view this news as negative. Though the 16.3% share price decline 
on Friday by far exceeds the dividend of $0.35 per DR, we think that this news also 
raises other concerns regarding the possible consequences of such a decision. The 
only beneficiary of the decline in the share price is holders of preferred shares, e.g. 
Altimo and Viktor Pinchuk, as both parties can exercise their rights to convert prefs 
into commons at market price beginning in October. 
 
Anna_Lepetukhina  
 



55. VimpelCom announced its decision to postpone the payment of 
dividends Troika Dialog June 1, 2012  VimpelCom Ltd yesterday announced 
its decision to postpone the payment of dividends and cancel the June 1 
record date. The supervisory board will decide whether or not to pay the 
final 2011 dividend at a later date, after which a new record date will be set. 
The AGM will be postponed until December 2012; the exact date will be 
announced later.   This decision is a follow-up to the Moscow Arbitration 
Court's injunction that prohibits dividend payments from JSC VimpelCom to 
VimpelCom Ltd. The injunction was issued in connection with a lawsuit filed 
by the Federal Antimonopoly Service (FAS) against Telenor and Weather 
Investments. On May 21, VimpelCom's shareholders approved a dividend 
payment of R18.9 bln (or $595 mln). VimpelCom Ltd earlier also declared 
$570 mln in dividends, for which the record date was set for June 1. The 
injunction could remain in force until the court makes a decision on the 
merits of the FAS claim. The hearing on the injunction is scheduled for 
September 24, while the first hearing on the FAS claim is set for October 17. 
Hence, dividends are highly unlikely to be paid as long as the injunction 
remains in force.   Troika's view: The company warned about this decision 
last Friday, so it should not come as a surprise to the market. Nevertheless, 
we view it as negative.  
 

EXCHANGES, REGULATIONS 
56. Bella Zlatkis Heads NSD Supervisory Board 
NDS 
29 May 2012 
 
National Settlement Depository (NSD), Russia's only settlement depository servicing 
the full range of debt and equity securities of Russian issuers, reports that on 25 May 
it held an Annual General Meeting of the company’s shareholders (AGM). 
 
The company's shareholders elected 15 members of NSD Supervisory Board, 
including: 
? Eddie Astanin, Chairman of the Executive Board, NSD 
? Ruben Aganbegyan, President, MICEX-RTS 
? Mikhail Bratanov, Director of Depository, ROSBANK (OJSC JSCB) 
? Oleg Vyugin, Chairman of the Board of Directors, MDM Bank 
? Anna Vyshlova, Managing Director, Renaissance Broker LLC 
? Bella Zlatkis, Deputy Chairman of the Executive Board, Sberbank 
? Maria Ivanova, Head of Domestic Custody Services, Deutsche Bank Ltd. 
 
? Alexander Ikonnikov, Chairman of the Supervisory Board, Independent Directors 
Association 
? Irina Ikonnikova, President, CJSC IC “Troika Dialog” 
? Andrei Remnyov, Director of Depository, Vnesheconombank 
? Yekaterina Sizova, Head of Depository Services Division, JP Morgan Bank 
International 
? Vladimir Tatsiy, First Vice President, GPB (OJSC) 
? Nadezhda Ushakova, Senior Vice President, Head of Depository, JSC VTB Bank 
? Alexei Fedotov, Head of Securities and Funds Service, ZAO Citibank 
? Alexander Scheglov, Member of the Board of Directors, NP RTS 



At the first meeting of NSD Supervisory Board conducted after the AGM its members 
elected Bella Zlatkis the Board's Chairperson. Mikhail Bratanov was elected the 
Board's Deputy Chairman. 
 
Alexander Ikonnikov, an independent member of NSD Supervisory Board, has been 
elected the Chairman of the HR and Remuneration Commission of the Supervisory 
Board. Mr. Ikonnikov was authorized to nominate the candidates to the chairpersons 
of the commissions of the Supervisory Board, and the candidates to the HR and 
Remuneration Commission. 
 
The following persons were elected the members of the company’s Audit Committee: 
? Olga Gordienko, Chief Accountant, MICEX-RTS 
? Irina Ryazhskikh, Director of Budgeting and Management Accounts, MICEX-RTS 
? Vladimir Sukhachyov, Chief of Internal Audit Service, MICEX-RTS 
The AGM approved the new version of NSD’s Charter. In particular, the new version 
reflects provisions connected to the names of bank operations changed in compliance 
with the Federal Law #162-FZ “On Amending Certain Legislative Acts of the Russian 
Federation following the Adoption of the Federal Law On the National Payment 
System” dated 27 June 2011; with the Federal Laws #414-FZ “On the Central 
Securities Depository” dated 7 December 2011 and #161-FZ “On National Payment 
System” dated 27 June 2011. 
 
The shareholders also approved the company's annual report and annual financial 
statements for 2011, and took into consideration the Audit Committee’s report based 
on results of the audit of NSD's financial and economic activities for 2011. 
 
NSD's shareholders also approved Ernst&Young Vneshaudit CJSC to conduct the RAS 
and IFRS audit until the date of NSD's AGM planned to be held in 2013. 
 
57. Evraz to be included in MSCI United Kingdom Index on 31 May Event: 
Following the announcement on 17 May, Evraz will be included in the MSCI 
United Kingdom Index, a constituent of the MSCI Global Standard, as at 
close of business on 31 May 2012. 
Action: The news is positive for Evraz, in our view. 
Rationale: According to Evraz, the market estimate of fund inflows from MSCI UK 
index trackers is $70-100mn, which is equivalent to 3.7-5.2 days of trading under 
Evraz's average daily trading volumes. We reiterate our positive view on Evraz and 
identify its key strengths as follows: 1) it is the largest long steel producer in Russia; 
2) it has 100% vertical integration in iron ore and 65% in coking coal; 3) last year, it 
derived c. 15% of consolidated cash flows from North American operations, which 
are exposed to the oil & gas pipe and infrastructure sectors; 4) it has a very limited 
footprint in the EU; and 5) it is the only Russian steel major with solid exposure to 
the Southeast Asian markets due to the geographical location of its assets in 
Western Siberia and relative proximity to Russian Far Eastern ports. 
58. NSD Reports RUB2.287 Billion Net Profit for 2011 According to RAS 
NSD 
29 May 2012 
 
National Settlement Depository (NSD), Russia's only settlement depository servicing 
the full range of debt and equity securities of Russian issuers, reports that on 25 May 
it held its Annual General Meeting of shareholders (AGM). The company’s 
shareholders approved 2011 RAS financial statements. The company’s net profit 



after tax amounted to RUB2.287 billion; this is 122% more than for 2010 (RUB1.032 
billion). 
 
NSD’s revenues for 2011 reached RUB4.437 billion, growing 109% against RUB2.122 
billion for 2010. The company’s operating expenditures stood at RUB1.442 billion or 
98.5% more compared with RUB726.554 million for 2010. 
 
The key factor contributed to NSD’s income and expenses growth in 2011 was the 
fact that the company’s profit and loss report for 2011 included indicators of the 
integrated company’s operations for 12 months, and the report for 2010 included 
only MICEX Settlement House’s indicators and reflected NDC’s indicators for just two 
months - from 3 November 2010 (the date of NDC and MICEX SH merger) to 31 
December 2010. 
 
The AGM resolved to pay dividends on the company’s shares in the amount of 
RUB1,016.37 per one common registered share (before tax paid on income received 
in the form of dividend in compliance with the Paragraph 3 Clause 284 of the Tax 
Code of the Russian Federation). According to the shareholders’ resolution, the 
dividend is payable 60 days after the day of making the resolution on dividend 
payment by the AGM. RUB1.2 billion will be allocated for dividend payment. 
 
Eddie Astanin, Chairman of the Executive Board, NSD, stated: 
“Being a backbone organization of Russian financial market, NSD pays great 
attention to its absolute financial stability, as well as to its transparent, stable and 
predictable tariff policy formed by the Supervisory Board and the company’s 
customers.” 
 
 

UKRAINE STOCKS 
59. Cereal Ukraine wants to conduct private placement on WSE in Q2-Q3  
bne  
June 1, 2012  
 
 The Cereal Ukraine group of companies, one of the leading cereal producers in 
Ukraine, plans to conduct a private placement of shares on the NewConnect Market 
of the Warsaw Stock Exchange (WSE) in the second and third quarter of 2012, reads 
a report by Poland's Progress Holding, seen by Interfax-Ukraine.  The report says 
that on June 1 and June 2, a meeting of Cereal Ukraine President Anatoliy Vlasenko 
with investors interested in the private issue of shares in the company is to be held 
in Zakopane (Poland).  The group plans to raise funds to realize a program for the 
development of production facilities and exports of cereals, which is assessed at 
some €2.5m in total. 
60. MHP Major shareholder considers share buyback  
Dragon Capital 
30 May 2012 
 
Yuriy Kosyuk, the major shareholder and CEO of LSE-listed MHP, Ukraine’s largest 
poultry producer, said he was considering repurchasing the company’s shares after 
they corrected by 23% since the beginning of May. 
 
In other news, MHP may receive permission to start exports of its chicken meat to 
the EU as early as June, as confirmed by both the CEO and Ukrainian Agriculture 



Ministry officials. (Bloomberg) Dragon view: The prospective buyback, similar to 
previous such actions, should be supportive for the stock — in September 2009, 
when MHP repurchased 2.77 million shares, the stock appreciated by 38%. 
 
Exports to the EU will facilitate MHP’s strategy to increase production capacity in the 
next two years. MHP currently produces 380 kt of chicken meat p.a. and plans to 
boost its annual capacity by 220 kt by mid-2014 (first 110,000 kt production line is 
to be launched in mid-2012 and will be fully operational in 2013). By that time, MHP 
intends to export 20-25% of its output, currently looking for new markets in Africa, 
Asia and the Middle East. 
 
Tamara Levchenko  
 
61. Naftogaz not to hold Ukrnafta AGM soon Art Capital May 31, 2012  NJSC 
Naftogaz Ukrainy does not plan to hold an Ukrnafta AGM anytime soon, said 
the state-owned holding’s Chairman of the Board, Yevgeni Bakulin. 
Ukrnafta’s Supervisory Board is to meet shortly to discuss enhancing the 
company’s operating performance, he added.  Stanislav Zelenetskiy: The 
news is NEUTRAL for the Ukrnafta stock, as it does not say when the AGM 
where the 2011 results are to be discussed will take place. However, from 
what Bakulin said, it is Naftogaz’s decision that has delayed the AGM due to 
the company’s disappointing performance. The exact date of the AGM will 
likely be announced after the Supervisory Board meeting, potentially 
scheduled for mid-June. We have put the Ukrnafta stock under review until 
after the AGM. 
62. Regal sells interest in Romanian concession 
Art Capital 
1 June 2012 
 
Regal Petroleum (RPT LN) announced this morning that it concluded a conditional 
sale and purchase agreement with Zeta Petroleum for the company’s wholly owned 
Romanian subsidiary, which holds a 50% interest in the Suceava concession in 
Romania, for USD 650,000 in cash. Regal’s Romanian unit had a loss before tax of 
USD 1.0 mln in 2011 and net assets of USD ~0.8 mln as of December 31, 2011. 
Regal said proceeds from the sale will be used for general corporate purposes and 
following completion of the sale it plans to focus solely on assets in Ukraine. 
 
 

EURASIAN STOCKS 
63. Georgia postponed Georgian Railway’s IPO on LSE 
Bank of Georgia 
1 June 2012 
 
Georgian Railway postponed its IPO on the London Stock Exchange. The government 
decided to wait until unfavourable market conditions are resolved. The company 
planned to raise around US$ 800-1000mn and to use the proceeds to invest in its 
infrastructural projects. 
 
 

SE STOCKS 
64. Regal sells interest in Romanian concession Concorde Capital May 31, 
2012  Regal Petroleum (RPT LN) announced this morning that it concluded a 



conditional sale and purchase agreement with Zeta Petroleum for the 
company’s wholly owned Romanian subsidiary, which holds a 50% interest 
in the Suceava concession in Romania, for USD 650,000 in cash.   Regal’s 
Romanian unit had a loss before tax of USD 1.0 mln in 2011 and net assets 
of USD ~0.8 mln as of December 31, 2011. Regal said proceeds from the 
sale will be used for general corporate purposes and following completion of 
the sale it plans to focus solely on assets in Ukraine.   
65. Romania Proprietatea Fund to list on Warsaw exchange  
 bne 
 May 28, 2012 
  
 Romanian investment fund Fondul Proprietatea plans to list its shares on the 
Warsaw Stock Exchange by the end of 2012, the fund said in a statement May 25. It 
will depend on the timing of the establishment of a connection between the Polish 
and Romanian securities depositary systems, the statement said, Mediafax reported.  
  
 Franklin Templeton Investment Management Ltd. UK, sole manager of Fondul 
Proprietatea, presented its strategy to list the fund's shares in Warsaw. 
  
 The British manager selected a consortium formed of J.P. Morgan, UniCredit Group 
and KBC Securities to assist with the public offering, whose costs are estimated at 
around RON10.7m (EUR2.4m). 
  
 "With a market value of over EUR1.5bn, the fund aims to be among the top 15 
largest companies listed on the WSE in terms of market capitalization and as such 
will benefit from increased visibility among international institutional investors, 
including Polish pension and mutual funds," Franklin Templeton said in a rationale to 
its proposed action plan. 
  
 The proposal was cleared in principle at a shareholder meeting in April and will 
receive a final vote on June 27. 
  
 Fondul Proprietatea was set up in 2005 to compensate Romanians whose properties 
were seized during communism. As of mid-May, foreign investors held 55.2% of the 
fund's shares, while residents had 40.4%. 
  
 

CE STOCKS 
66. AB SA - new distribution center to strengthen fundamentals  
Erste 
June 1, 2012 
 
AB continues its fast double-digit pace of growth in Poland and the Czech Republic, 
stemming from new distribution agreements and like-for-like sales growth to existing 
clients.  
 
As the company plans to develop its new logistic center (PLN 50-70mn CAPEX not 
assumed in our forecasts) in 2013-15, we expect it to strengthen AB's leading 
position in the Polish market and show stronger synergies with the Czech units.  
 
We still see room for AB to increase sales of higher-margin private labeled goods in 
the Polish and Czech markets, which should translate into growth of profits.  



 
We maintain our Buy recommendation and slightly increase our 12M target price to 
PLN 28.  
 
67. Action - extra room for stronger growth sought  
Erste 
June 1, 2012 
 
Action maintains its fast pace of organic growth, beating our previous expectations, 
due to its active business policy and strict control of operating costs.  
 
The strong growth of sales was not followed by a worsening of the cash conversion 
cycle.  
 
A positive factor for Action is that its organic growth comes from Polish as well as 
foreign markets, which shows its strong competitiveness in European markets.  
 
As Action has the lowest net debt position among its rivals in the Polish market, we 
still see space to gain new contracts in distribution.  
 
The strong growth of Action's results was not followed by its share price. We thus 
maintain our Buy recommendation and increase our 12M target price to PLN 35.  
 
68. Another record quarter for Olainfarm  
Swedbank 
June 1, 2012 
 
Olainfarm released an excellent set of first quarter financials yesterday, showing a 
net profit growth of 40% YoY to a record quarterly level of LVL 2.4m. With the earlier 
reported revenue growth of 28% for the unconsolidated pharmaceuticals production 
segment, the company was able to create large enough economies of scale to keep 
the net margin of the segment at a high 22% level. Though this was a decrease from 
23.8% margin last year, we had anticipated a slightly larger fall in margins due to 
cost inflation. While revenues increased by LVL 3.9m YoY, marketing expenses grew 
by LVL 1.1m and staff costs by LVL 0.7m or 64% and 44% respectively, including 
also the new retail segment in 2012. We estimate the raw materials cost to have 
increased by roughly 41% YoY for the pharmaceuticals production segment. 
Consequently, consolidated EBITDA increased by LVL 0.6m or 25% to LVL 3.1m.  
 
First quarter results also revealed a new subsidiary registered in Turkey, which we 
currently view as immaterial for the 2012 results, as entering new markets could 
take several years to prepare.  
 
We make several adjustments to our margin estimates to reflect the results from the 
first quarter. We increase strongly our gross margin estimate for the retail segment 
and decrease slightly our cost inflation estimates for the pharmaceuticals production 
segment. We expect the company to earn LVL 11.7m EBITDA in 2012, compared to 
our previous estimate of LVL 10.7m. We also increase our net profit estimate to LVL 
7.6m for the year, which is still below the management's guidance of LVL 8.6m.  
 
We point out that our estimates imply a 2012 P/E of just 5.6 and EV/EBITDA of 4.2. 
In addition, with an ROE of almost 30%, the company's P/B stands at just 1.2. As 
per latest comments by the company's Chairman Mr Maligins to the local press, we 



have also increased our dividend expectations for the coming years. We increase our 
target price to LVL 3.7 and raise our recommendation to Strong Buy.  
 
69. Apranga continues to demonstrate impressive results  
Swedbank 
June 1, 2012 
 
Apranga Group released its May turnover results today, showing growth of 28% YoY. 
Such a big increase could be explained by the growth of number of stores from 116 
in May 2011 to 125 during the past month (+7.8% YoY) and also by the positive 
tendencies in the Baltic retail market.  
 
During April retail trade turnover in specialized clothes stores increased by 18.7% 
YoY in Lithuania, while in Latvia the corresponding growth rate was 16.8% and in 
Estonia 4%. During the first five months of 2012, retail turnover of Apranga Group in 
Lithuania increased by 25.6% YoY, in Latvia the growth was 28.9% YoY and in 
Estonia turnover during the same period increased by 18.4% YoY.  
 
In 2012 the company plans to invest LTL 16-18 m, which is 2.5 times more 
compared to 2011. Most of the capex would go into expansion, while at the same 
time also H&M is preparing for its entry into the Baltic markets. H&M plans to enter 
Latvia this autumn and will open 2-3 new stores. It is likely that the company would 
enter Lithuania and Estonia next in 2013.  
 
We reiterate our EUR 2 target price with "Strong Buy" recommendation. The 
company is trading with P/E 2012 at 10.7x level which is low compared to historical 
average. We do not change our expectations and believe that company will achieve 
our forecasted results. We forecast that sales in 2012 will reach LTL 368m and LTL 
387m in 2013. We expect Apranga Group to earn LTL 29.8m in net profit in 2012 
and LTL 31.1m in 2013.  
 
70. Automated trap to register abuse cases within Lithuanian securities 
market  
Bank of Lithuania 
May 28, 2012 
 
The staffs of the Bank of Lithuania have developed an automated system for 
generating abuse alerts in the securities market, which will help to identify suspicious 
and allegedly abusive cases in the huge flow of transactions and payment orders 
concluded at and submitted to AB Nasdaq OMX Vilnius Exchange and outside it.  
 
The new system for generating market abuse alerts is able to identify 11 attributes 
of unfair dealing in securities such as marking the closing price, trading with 
yourself, submitting payment orders knowing that they will not be executed, creating 
a misleading impression of active dealing, insider trading, etc. Special attention is 
given to the insider trading (trading in securities by persons who have material 
information that is not publicly available to the general public) - the problem which is 
highly detrimental to the confidence in securities market.  
 
"The monitoring of securities trading now will be more effective due to a more rapid 
response to identified cases of unfair trading, reduction of manual handling, and 
consequently, lower error probability. The system will detect all suspicious 
transactions, and we will have to make sure, if the system-generated suspicions are 



justified and an investigation must be opened," Vaidas Cibas, the head of the 
Regulated Market Supervision Unit within the Department of Financial Services and 
Market Supervision under the Supervision Service of the Bank of Lithuania, said. 
"Moreover, we expect to boost the number of alerts generated by the new system 
this year and further improve alerts which have been already generated and which 
may help to identify unfair trading." The staffs of the Bank of Lithuania have also 
developed a graphic system for the securities trading analysis, to be used along with 
the automated system for generating abuse alerts in the securities market. The 
system for generating alerts identifies unusual cases of trading in securities, while 
the graphic system analyses by applying graphic analysis tools suspicious trading 
cases, and helps to adequately assess the situation in the securities market and find 
out, if certain market abuse cases meet the market abuse criteria.  
 
Market abuse is split into two different aspects: market manipulation and insider 
dealing. Market abuse is prohibited under Articles 62 and 63 of the Law of the 
Republic of Lithuania on Markets in Financial Instruments. Legal acts have set forth 
strict administrative responsibility for violating the market abuse concerning ban: the 
penalty for natural entities is up to LTL 60 thousands for natural entities, and for 
legal entities it is up to LTL 200 thousands or up to three times the amount of illegal 
benefit, avoided losses, or damage done.  
 
71. Berling - FX and growing sales drive results up  
Erste 
May 29, 2012 
 
Berling continues with its stable growth of results, despite the tough macro 
environment.  
 
The company has a strong net cash position (25% of market cap) and has no plans 
for investments.  
 
The recent PLN depreciation positively influences Berling's margins.  
 
We stick to our Buy recommendation on the stock with a 12M target price of PLN 
8.0.  
 
We see Berling's valuation as extremely cheap, especially when looking at the 
multiplies at which Centrum Klima was recently acquired.  
 
Investment story  
We expect Berling to show a healthy operating improvement y/y in 2012, triggered 
by a slight growth in sales and positive influence from the PLN depreciation vs. the 
EUR. The company also has a strong net cash position (exp. PLN 18.5mn at the end 
of 2012, after the payout of a PLN 3.5m dividend; 5.7% div yield). As Berling 
generates healthy operating cash flows, we expect the dividend to increase in the 
coming years. The company possesses the highest ever level of inventories, which in 
the event of a lack of stronger growth of sales, will, in our opinion, remain stable.  
 
In times of a stronger slowdown of the economy (or even recession), we expect 
Berling to show a slight decrease of its results, as dropping volumes of sales would 
be balanced by an improving gross margin (due to the depreciation of the PLN vs. 
the EUR and USD).  
 



We see the Berling valuation as extremely cheap (P/E at 5.8 and EV/EBITDA at 3.1 
for 2012), partially justified by the low liquidity of the stock. The latest acquisition of 
Centrum Klima, a company with a business profile close to Berling's, made by 
Sweden's Lind ab (P/E at 15 and EV/EBITDA 9.5 for 2011), shows that Berling is 
fundamentally cheap.  
 
The 2011 results were close to our expectations on sales and EBITDA level. The 
higher than anticipated net profit was triggered by a tax reversal. Excluding this one-
off, 2011 net profit should have come in at PLN 10mn. The lower value of the net 
cash position was caused by higher CAPEX and greater growth of inventories.  
 
For 2012, we forecast Berling to show a 3% increase of sales y/y (+10% y/y 
reported in 1Q12), followed by 15% growth of EBITDA y/y (+28% y/y in 1Q12). We 
expect a slowdown of sales growth in the coming quarters, due to depreciation of the 
PLN vs. the EUR, which also leads to a higher gross margin (as inventories are 
valued in EUR).  
 
Valuation  
We employed a DCF model as our valuation tool, based on our forecasts for 2012-16. 
We used a discount rate based on WACC and a terminal value based on perpetuity 
and the diluted number of shares. The DCF model led us to a 12-month target price 
of PLN 8.0 per share, which in our opinion reflects the value of the company in a 
more correct manner than a peer comparison, as it includes future prospects.  
 
72. CE3 banks - 1Q12 review and outlook 
Renaissance Capital 
May 30, 2012 
 
We update our models and views on CE3 banks, following the 1Q12 results season. 
The general bias is negative: in numbers at Komercni (margins) and PKO BP (costs 
and asset quality), and in outlook at OTP (risks to asset quality) and Pekao 
(conservative as ever). The changes we make to our earnings forecasts are small, 
and their direction is mostly down.  
 
PKO BP (HOLD, TP PLN35.7): Mixed trends in 1Q, costs a negative surprise. PKO's 
costs grew 9% YoY in 1Q12, and its NPLs picked up 50 bpts QoQ. However, PKO is a 
clear beneficiary of rising interest rates, with the recent hike supportive for its NIM. 
Its fee income was also relatively resilient (-2% YoY). We cut our 2012/2013 
earnings forecasts by 0.4%/1.4%.  
 
Pekao (HOLD, TP PLN143): Positive 1Q results, but cautious guidance. Cost control 
was strong (+1% YoY) and the cost of risk stayed below 0.6%, with fees (-8% YoY) 
the key weakness. Going forward, we think Pekao should also benefit from higher 
interest rates (although its NIM is less sensitive than PKO's), but costs and 
provisions have likely bottomed. We tweak our 2012/2013 earnings forecasts by 
+0.8/-0.7%, and we upgrade the stock to HOLD (previously Sell); TP increased from 
PLN135 to PLN143.  
 
Komercni (HOLD, TP CZK3,440): Mixed 1Q12 results, underlying trends 
disappointing. While 1Q earnings were supported by one-off gains from financial 
operations, net interest margin shrunk 10 bpts QoQ to 3.2% (bank's numbers) and 
management guidance was for an additional 5-10-bpt margin contraction this year. 



We cut our 2012/2013 earnings estimates by 1-2% and reiterate our HOLD rating 
with a new TP of CZK3,440 vs CZK3,660 previously.  
 
OTP (HOLD, TP HUF3,620): Neutral 1Q12 results, asset quality outlook is worrisome. 
OTP management expects worsening macro conditions in almost every country 
where the bank operates, with negative implications for loan growth and portfolio 
quality, and management highlighted the risks of higher-than-expected cost of risk 
this year. We reiterate out HOLD rating for OTP and set a new TP of HUF3,620 vs 
HUF3,550 previously.  
 
The most logical trade in CE3, in our view, is Polish banks over Komercni, with the 
following rationale:  
 
1. Earnings growth: Polish banks should offer some earnings growth in 2012E, at 1-
6%, while Komercni should see underlying earnings contraction of 16% YoY in 2012E 
(once we strip out Greek debt losses from 2011).  
 
2. Trends: Credit growth is higher in Poland (5-8% vs 3-5% in Komercni in 2012E), 
margins should head in the opposite direction favouring Poland in 2012, and asset 
quality is slipping in both markets.  
 
3. Valuations and returns: We estimate Polish banks will deliver 1.9-2.1% RoAA vs 
1.6% at Komercni in 2012 - P/B forward differential is negligible at 1.5x vs 1.4x.  
 
73. Grindeks 1Q11 results - decent growth from low base  
Swedbank 
May 28, 2012 
 
Grindeks released first quarter results last Friday, showing 14% sales growth YoY, 
with slightly declining margins from last year. Largest part of the revenue growth is 
attributable to increase in the company's largest market Russia, which grew by 28% 
YoY to LVL 7.3 m. However, in 2011, first quarter was the weakest for the year in 
Russia, with net sales of LVL 6 m, after which the quarterly sales gradually grew to 
LVL 12.6 m in the fourth quarter. We therefore do not expect the growth rate to be 
as high during next quarters due to the high base effect.  
 
First quarter's EBITDA margin decreased to 17.3%. Highest growing cost item for the 
company was the goods purchased for resale, growing by 64% YoY. We attribute the 
growth to higher share in low-margin contract manufacturing compared to last year, 
as the company may use its capacities in Latvia for third party manufacturing and 
some share of its sold products are produced by third- party plants in Russia, 
Lithuania, Poland and Slovakia. The company's second largest cost item, staff costs, 
increased by 7% YoY according to our calculations, which is a gradual decline from 
the three previous quarters, when staff costs on average grew by 20% YoY. 
Advertising costs, the company's third largest cost item, decreased by 15% YoY. 
Consequently, the rise in the share of goods purchased for resale was largely offset 
by cost-reduction in other areas, leading to a 12% EBITDA increase despite the 
margin decrease. Net profit increased by 10% while income tax contributions were 
39% higher than last year.  
 
The results are mostly in line with estimates as management has stated a 2012 
target of increasing both sales and net profit by at least 10%. Grindeks is planning to 



complete the gels and ointments unit in Riga in 2012 and the plan to assess 
expansion opportunities by acquisitions was also reiterated.  
 
We make minor changes to our estimates, slightly increasing our sales growth and 
lowering gross margin for 2012. We expect Grindeks to earn LVL 6.7 m in net profit 
this year with sales of 76 m, implying more conservative expectations compared to 
the company's management. We calculate the current year's P/E and EV/EBITDA to 
be 6.0 and 4.7 respectively, which is below the peer group's average and which we 
regard to be low. We reiterate our target price of LVL 6.6 and our "Strong Buy" 
recommendation.  
 
74. KGHM pushed to raise dividend 
Equilor 
May 30, 2012 
 
Poland's government, which controls KGHM, wants the Polish copper producer to pay 
higher dividend than the PLN 17 per share proposed by the management, Parkiet 
reported, without saying where it got the information. The Treasury Ministry wants 
KGHM to pay PLN 24 a share, the newspaper said.  
 
Market expectation was PLN 16-18 per share for the dividend, which is equal to 
KGHM management ideas.  
 
75. Magyar Telekom - update from CFO meeting  
Erste 
May 30, 2012 
 
We met CFO Thilo Kusch in Budapest on May 25th, 2012. Below is the summary from 
the meeting.  
 
Energy resale  
• Seasonality: Q1 and Q4  
 
• No CAPEX required  
 
• Profitability: up to 15% direct margin. It was 5.15% in 1Q12. The EBITDA 
margin is close to zero.  
 
• Revenues in 1Q12 already reached HUF 6bn. The guidance for 2012 is still 
HUF 20bn, because 1Q12 was colder than usual and therefore more energy was used 
during the quarter. Due to seasonality, energy revenues in the coming quarters 
should be as strong as in 1Q12.  
 
• FY12 revenue target is -2% to flat, but MTel had already a 2.9% revenue 
growth in 1Q12. The CFO does not expect to increase the revenue target, as the 
energy resale revenues should be lower sequentially in the 2Q and 3Q (seasonality). 
Furthermore, the reaction of consumers and businesses following the new telecom 
tax is difficult to estimate.  
 
New taxes  
• EU: It is unknown whether the new tax complies with the EU law. The new 
tax works in a similar way to the current crisis tax. The only difference is the base. 
The crisis tax is based on revenues, whilst the new tax is based on voice/minute and 



SMS usage. VoIP minutes will be taxed. • Estimates: HUF 10bn in 2012, in 2013 at 
HUF 20bn • Changes: The upper limit of the payment was decreased to HUF 400 
and HUF 1,400 per subscriber per month from HUF 700 and HUF 2 500 for individual 
and business subscribers for this year. The original upper limits will be valid only 
from next year.  
 
• Effect: the biggest impact will be born by mobile operators (the most voice 
and SMS traffic), followed by fixed line or alternative operators. Cable operators 
would not be impact materially, as they mostly generate revenues from TV and 
internet  
 
CAPEX trend  
The outlook for 2012 is stable CAPEX y/y, excluding spectrum. MTel paid HUF 10.9bn 
+27% VAT for the 900 MHz in 1Q12. As the tax impacts are no longer temporary, it 
is likely that CAPEX will be reduced in the future. The CAPEX reduction in the past 
years was not severe, as MTel was upgrading its mobile network. In the future, 
investments in LTE will gain speed. MTel is careful not to reduce its CAPEX too much 
that its future competitiveness could be undermined. Hungary is marked with high 
infrastructure-based competition.  
 
Dividend sustainability  
Was the dividend of HUF 50 sustainable: "Let's see." MTel is not committed to the 
HUF 50 level, instead it uses the 30-40% net gearing as a policy. CFO nevertheless 
stressed, that he did understand the importance of dividends for shareholders.  
 
Market trend in Hungary  
• Corporate and SMEs segment: no signs of rising spending.  
 
• Revenues of fixed line and mobile at T-Systems Hungary fell by 1% and 
12.8%, respectively, mainly due to tight spending, instead of migration to 
competitors. MTel's market share development was actually not bad. However, 
revenues from corporate segment fell as clients renegotiate prices and reduce usage.  
 
• Public sector segment: no signs of rising spending. There were no new public 
sector IT projects in 1Q12.  
 
• Consumer/retail segment: no signs of rising spending. Fixed line tariffs are 
diluted by Hoppa tariffs, which are 30% cheaper. Disposable income is also declining.  
 
• Competition with cable operators is mainly in residential and SMEs.  
 
Cost reduction  
Underlying OPEX rises since 2H11. Employee costs before severance up y/y since 
4Q11. CFO confirmed that low hanging fruits are gone. MTel will look for more 
potentials. Towards 2013 there should be additional steps to reduce costs. The fixed 
network modernisation project, which could save network maintenance costs in the 
future, is not yet done.  
 
IT services  
• No new project from public sector.  
 



• Competition with state-owned NISZ, owned by the same state-owned 
consortium who won the 4th mobile license. In 1Q12, MTel lost some fixed line and 
IT services business to NISZ.  
 
Expansion strategy  
There are few targets left. CFO did not see any targets in the next 12M. There could 
be some small acquisitions in Hungary, such as cable operator in areas where MTel is 
not an incumbent, or IT service providers.  
 
Financing strategy  
• Debts are in EUR, immediately swapped to HUF.  
 
• Benefit from stable and cheaper financing from Deutsche Telekom, rather 
than from local banks  
 
Update on Macedonia: weak performance continued in 1Q12  
• Mobile revenues fell by 6.9%, whilst total revenues by 4.7% y/y in 1Q12. This 
was driven by price wars initiated by the number 2 (Vipnet - Telekom Austria) and 
the number 3 (Cosmofon - Telekom Slovenije) operators. T-Mobile is by far the most 
expensive operator with a price premium of around 50%. T-Mobile tries to offer more 
services for the same price and to avoid competing head-to-head on tariffs. T-Mobile 
also starts to push triple play products with TV.  
 
• OPEX also rose by 10.2% y/y in 1Q12. In the future MTel plans to merge the 
fixed line and mobile companies in Macedonia, to create higher synergy. 
Nevertheless, this is not planned for 2012.  
 
76. New MSCI EM weightings for CE3 come into force on May 31  
Equilor 
May 30, 2012 
 
Hungarian stocks will face lower proportion in the MSCI EM as the weighting will 
decrease from 0.29% to 0.28%. Czech's weighting will remain at 0.31%, while 
Poland's proportion will also decline to 1.32% from 1.33%.  
 
Regarding HU stocks, all the blue chips will see their proportion decreasing in the 
MSCI EM index. OTP's weight will decrease to 0.10% from 0.11%, which would result 
in a total selling about 1.2-1.5 mn OTP shares.  
 
77. PZU dividend raised from PLN20.3 to PLN22.43  
JPMorgan 
May 31, 2012 
 
PZU held its AGM on 30 May and raised the dividend from the original proposal of 
PLN20.3 to PLN22.43 which is 82.6% of 2011 EPS of PLN27.14. This was the result 
of the State Treasury motion and means that the dividend distribution is PLN1.937bn 
vs original proposal of PLN1.753bn. The dividend date is set for 30 August 2012 with 
dividend payment on 20 September 2012.  
 
In our view this is positive for the stock as the dividend yield is now an attractive 
7.5% (calculated on COB 30 May share price of PLN297.50). The original dividend 
proposal was in line with the insurance regulator's 75% payout for insurance 



companies, and we believe it is positive that PZU is paying more, as it recognizes its 
excess capital position (over PLN6bn excess we estimate).  
 
Attractive to dividend funds. In 2011 the dividend announcement was followed by a 
stock placing on 9 June: from 9 June to the last cum dividend date on 27 September 
the share price fell -7% vs the WIG20 index down -23%, ie an outperformance of 
16%. We believe we could see a similar outperformance through this summer.  
 
The stock is down year to date. Year to date PZU is down -3.7%, near inline with the 
WIG20 index down -3.4%. We believe this near inline performance is linked to a) 
concerns about potential deal risk as PZU has said that it aims to expand in the CEE 
area and b) the government has said that it would further like to reduce its stake 
from the current level of 35% (the government sold 10% in June 2011).  
 
Attractive fundamentals. The key reasons to buy PZU are continuing strong margins 
in group life, a non correlated line of business where PZU has 80% market share in 
new business, over 70% on the back book, and also attractive margins in motor, 
where price competition is for now moderate and companies are able to raise rates 
for particular risk types.  
 
Attractive valuation. PZU is on 2.0x 2012e price to net asset value with 22.3% 2013e 
return on net asset value. By comparison the 2012e price to net asset value ratio is 
2.6x for Topdanmark and 2.0x for Tryg. We believe they are comparable peers as, 
like PZU, they operate in concentrated markets with relatively limited competition.  
 
78. Poland looks to boost Enea dividend 
bne 
May 29, 2012 
 
With Warsaw seeking to boost government revenue, the state-controlled supervisory 
board at Polish utility Enea hopes to hike the 2011 dividend payout, the company 
announced on May 28. 
 
As part of a wide-ranging fiscal consolidation drive, the government raised its target 
for dividend income this year to PLN8bn (€1.8bn). Enea, the country's third largest 
utility, posted unconsolidated net profit of PLN358m for 2011, and the board is now 
looking to more than double the PLN107m payout proposed by management to 
PLN212m, Reuters reports. 
 
79. Polish coal miner Bogdanka expands supply deal with Energa 
bne 
May 29, 2012 
 
Polish hard coal miner Lubelskie Wegiel Bogdanka signed an expanded deal with 
state-controlled utility Energa to supply the Ostroleka power plant in the northeast of 
the country on May 29.  
 
The deal, clinched by the only coal miner in Poland not controlled by the state, sees 
expanded volume raise the value of the 2010 long-term contract between the pair by 
12.5% to PLN980m (€226m), reports Platts. The new terms will take effect in 2013 
and 2014, Bogdanka said in a market filing, without offering details of the new 
volumes. 
 



80. Uncertainty dragging on Baltic markets  
Swedbank 
June 1, 2012 
 
Last week was relatively quiet on OMX Tallinn as volumes were small and the 
benchmark index finished the week almost flat. The biggest trading activity was 
recorded in Tallinna Vesi, which was trading ex-dividend on Friday. Baltika had a 
good week, finishing up over 8%, while sales numbers showed an 8% increase in 
May. Biggest laggers of the market were Ekspress Grupp (- 1,86% WoW) and 
Viisnurk (-7,39% WoW).  
 
As a reminder the Baltic markets will implement a new tick size system starting from 
Monday, June 4- all stocks with a share price above 1€ will be trading with a tick size 
of 0.01€, and stocks with price above 10€ will have a tick size of 0.1€.  
 
Q1 earnings season didn't bring significant surprises thus trading activity remained 
low in Riga this week and total weekly turnover reached EUR 0.13m. The biggest 
volumes were seen in Olainfarm and Latvijas Gaze. Latvijas Gaze shares dropped on 
Friday after published Q1 results, which showed decrease in profit comparing to last 
year.  
 
Ventspils Nafta Group consolidated turnover was LVL 36.78m (+27.5% yoy) in Q1 
2012 ,while consolidated net losses reached LVL 6.9m instead of profit the year 
before. Consolidated turnover of the Ventspils Nafta Group is formed by income from 
the shipping business (LVL 14.97m, + 24.5% yoy) ,and from petroleum product 
transhipment, storage and transport business (LVL 21.67m, +30% yoy). The main 
reason for the consolidated net losses was impairment of non-financial assets (the 
fleet) in the amount of LVL 8.3m.  
 
Latvian Shipping Company Group revenue amounted to USD 28.03m (+20.56% yoy) 
in Q1, while net losses reached USD 17.77m instead of the losses of USD 3.15m the 
year before. The largest portion of the net loss, USD15.75m, relates to the 
impairment of the fleet recognised in Q1.  
 
Latvijas Gaze net turnover reached LVL 178m (+22.08% yoy) in Q1. The turnover 
increased because the industrial and residential customers were applied different 
natural gas sale tariffs corresponding to a natural gas sale price in Q1 2012, which 
was by 31.2% higher than in the Q1 2011. Latvijas Gaze profit amounted to LVL 
3.94m (-41.8% yoy).  
 
The market remained rather quiet in Vilnius as total weekly turnover reached EUR 
1.98m, NASDAQ OMX Vilnius Index ended down by 1.60%.  
 
The most actively traded shares were TEO LT, Apranga and Invalda - same as last 
week. TEO LT remained at 0.637 EUR, the total turnover reached EUR 1m. Apranga 
shares declined by 2.8%, and closed the week at EUR 1.645. Invalda share price 
decreased by 5.9% to EUR 2.57.  
 
On May29, Vaidana finished the mandatory tender offer procedure to buy back 
Snaige shares. The total quantity of shares bought was 12.38m. After this procedure 
Vaidana owns 91% of Snaige shares.  
 



On Wednesday, May 30, the Bank of Lithuania approved the circular of voluntary 
takeover bid of TeliaSonera to buy up the remaining shares of TEO LT for the price of 
EUR 0.637 per share. The tender offer will start on June 5, and the end date is June 
29. Next week the investor's activity is expected to remain low due to the lack of 
company _s news and negative impact from Europe.  
 
 


