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TOP STORY STOCKS 
1. Moscow Exchange Offers $500m Stock in Domestic IPO 
RIA Novosti 
February 17, 2013 
 
The Moscow Exchange is holding an initial public offering (IPO) on its own trading 
floor to raise 15bn rubles ($500m) from the offer, the bourse said on Friday. 
 
The offer price has been set at 55 rubles ($1.80) per share, which would boost the 
total market capitalization of Russia’s major equity bourse to 126.9bn rubles (US$ 
4.2bn). Dealing begins on Friday. 
 
The Moscow Exchange initially set the IPO price guidance at 55-63 rubles per share, 
but later narrowed the range to 55-57 rubles. 
 
"Moscow Exchange's IPO, the largest ever solely on a Russian exchange platform, 
marks a major step forward in its development as well as the future growth 



prospects of the Russian financial market,” Moscow Exchange CEO Alexander 
Afanasyev said. 
 
“The fact that the offering was oversubscribed demonstrates a vote of confidence in 
Russian listed equities and is genuine recognition of the recent initiatives to develop 
Russia's capital market infrastructure,” he added. 
 
The Moscow Exchange plans to use the IPO proceeds to boost the capital of its 
clearing subsidiary, the National Clearing Centre, and also to upgrade its information 
technology infrastructure, the bourse previously said in a statement. 
 
The Moscow Exchange, which was established in 2011 by a merger of Russia’s two 
major stock exchanges, the MICEX and RTS, is offering ordinary shares to 
institutional and retail investors in Russia and institutional investors outside Russia. 
 
China’s Chengdong Investment Corp., a unit of CIC International Co., may get as 
much as 25% of the shares being offered in the IPO, Bloomberg reported on 
Wednesday, citing people with knowledge of the matter. 
 
Russia’s Direct Investment Fund, which was set up to lure foreign investment to 
modernize the Russian economy, will invest $80m in the Moscow Exchange’s IPO, 
Fund CEO Kirill Dmitriyev said on Friday. 
 
Of the 15bn rubles worth of stock to be sold in the IPO, around 9bn rubles will be 
stock sold by existing investors via Micex Cyprus Ltd. while 6bn worth of new stock 
will be sold by Micex Finance, the exchange said. 
 
Following the offering, the exchange will have a free float of around 30% of its stock, 
calculated as shareholders owning less than 5%, it said. 
 
Credit Suisse, J.P. Morgan, Sberbank CIB and VTB Capital are acting as joint global 
coordinators and joint bookrunners of the IPO, while Deutsche Bank, Goldman Sachs 
International, Morgan Stanley, Renaissance Capital and UBS Investment Bank are 
acting as joint bookrunners. 
 
2. Poland insists Energa IPO will happen in first half of the year 
bne 
February 13, 2013 
 
Poland's treasury ministry reiterated on February 13 that it plans to float a minority 
stake in utility Energa in the first half of the year as the next step towards its target 
of raising PLN5bn from privatisation in 2013, despite falling behind schedule in 
selecting advisors for the float.  
 
Deputy Treasury Minister Pawel Tamborski told reporters that the plan to IPO a stake 
in Poland's fourth-largest utility is still on track for the middle of the year, despite an 
apparent delay of up to a month in hiring bookrunners for the float.  
 
"We maintain that the selection of consultants will be in February. I think that is 
going to happen next week," Tamborski said according to PAP. However, announcing 
the initial plan to IPO Energa on January 18, the same official said the treasury 
planned to have advisors in place by the end of the first month of the year. 
 



"We want to pick advisers for the Energa IPO by the end of January," Tamborski said 
at the time, as he announced the plan to run an IPO and then select a strategic 
investor for the remainder of the company. "Our advisers will help determine the 
structure of the transaction to reflect the attractiveness of the company, whose focus 
on the distribution business helps it stand out in the industry."  
 
Up to 22 banks are reported to have applied for the role, according to the state 
newswire, with Warsaw planning to select a consortium of several companies. 
Linklaters' local office has already been hired as legal advisor to the float. 
 
Clearly with an eye on the hunt for a strategic investor, Tamborski also revealed in 
his latest comments that the treasury is unlikely to allow its remaining holding to 
drop below a controlling stake. "I do not think we will go below a 50% stake in 
Energa," he said. "In theory the initial public offering could include a new share 
issue, but there is no decision yet." The ministry currently holds 85% in the utility. 
 
The official was speaking at the Warsaw Stock Exchange as PHN made its debut with 
a welcome gain of 3.41% to PLN22.75. The real estate holding was forced towards 
the bottom of its pricing range earlier this month as the treasury finally managed to 
get away an IPO of a 25% stake at the third time of asking, following two pulled 
attempts in 2012. The key to getting the sale away at last was to chop it into bite-
sized chunks. As with Energa, the treasury next plans to select a strategic investor. 
According to forsal.pl, CEO Wojciech Papierak said that process should be completed 
this year. 
 
Poland decided to float the stake in Energa after regulators blocked a planned sale to 
another state utility, PGE, for PLN7.5bn in 2009. The treasury says it will favour a 
strategic investor for the company that already has significant assets in Poland. 
 
3. MinFin's Siluanov calls for acceleration of the Euroclerability of equities  
VTB Capital 
February 15, 2013  
 
News: Anton Siluanov, the Minister of Finance, yesterday said in an interview with 
Bloomberg that “in his personal opinion” access to Russian local equities for 
Euroclear/Clearstream will be opened from 1 January 2014, i.e. six months ahead of 
the 1 July 2014 date specified in last year’s FSSM directive. Siluanov specifically 
stated that this was an important step to take in light of the forthcoming 
privatisations. 
 
Our View: This exactly confirms our expectation that as MinFin and the CBR are 
taking over the capital markets’ regulatory agenda and the liberalisation of financial 
markets, the latter is likely to accelerate. In light of Euroclear already clearing OFZs 
and most likely starting to handle corporate bonds within months if not weeks, 
technically everything is ready for equities to be added within the timeframe 
proffered by Siluanov. ?Meantime, the locals/DRs discount, having tightened 
materially since July-September wides (caused by the delays in the launch of the 
Central Depository and the aforementioned directive), are still significantly wider 
than the levels of some 5% attained briefly in summer 2011 after the then President, 
Dmitry Medvedev, suggested the removal of DR limits. Siluanov’s statement 
establishes a well defined timing for the fungibility of DRs. With the equally weighted 
index of MBT, MGNT and AFKS standing at a 14.3% discount, the potential excess 
return for those willing to hold local stock is 16.7% over roughly a year. Even with 



best intentions, the practicalities are more likely to be completed after the New Year 
holiday season, in our view – although in light of the recent rhetoric a more 
expedited outcome is a possibility. 
 
Alexey Zabotkin  
Sergey Galkin  
Ilya Piterskiy 
 
4. "Pro-corruption coalition" sinks Czech bill on anonymous shares 
bne 
February 15, 2013 
 
A major anti-corruption initiative looks to have been scuppered in the Czech 
Republic, by members of the ruling ODS party. Draft legislation to outlaw bearer 
shares was stalled in the parliament last week, when a group of MPs from the senior 
coalition partner railroaded the bill.  
 
Those wondering what had happened to the latest attempt in the Czech parliament 
to do away with bearer shares - which allow company beneficiaries to remain 
anonymous - would have missed the news if they blinked. The cabinet approved the 
draft on May 30 and it was then passed to parliament in November, since when little 
has been heard. 
 
It finally made it onto the floor of the lower house on February 13, but was quickly 
blocked once more. Influential ODS MP Pavel Suchanek, tacked on an amendment 
proposing that the law should apply only to newly issued shares - allowing existing 
anonymous owners to remain nameless and out of reach of the law, reports Radio 
Praha. The original draft legislation would require beneficial owners to register their 
shares with the stock exchange or financial offices, thus revealing their identity. 
 
Clearly, such an amendment would make the legislation practically redundant in a 
country in which over half of joint-stock companies use the shady practice. Radio 
Praha points out that Suchanek's personal financial affairs have come under some 
scrutiny in the past. 
 
The parliament promptly postponed further debate. The official reason given was the 
absence of Justice Minister Pavel Blazek, who took over the role of pushing the bill 
when he also took the job of Jiri Pospisil, also of the ODS (although former junior 
coalition partner VVV is generally seen to have initiated the move). According to 
Radio Praha, a more likely explanation is that some in Suchanek's own party were 
outraged by what seemed like an overt attempt to jeopardize the bill.  
 
However, that doesn't do much to explain why Blazek was absent during the vote if 
the government is serious about finally putting an end to the use of bearer shares. 
Blazek's claim that the "main goal of the law is to have full knowledge of where 
every single crown or euro from public funds is going and who is accountable for it," 
would appear weighty enough to make sure he at least turned up to help push it 
through. 
 
Despite years of apparent efforts to push through legislation to make company 
ownership more transparent, the practice continues unabated. The Czech Republic is 
one of just three countries in the world that still allows companies to issue 
anonymous shares. The issue is obviously linked with graft in public procurement 



contracts - one of the weakest elements in the Czech anti-corruption cannon - and 
money laundering. Some suggest that makes it almost impossible to push such 
legislation through a parliament filled with MPs that control those contracts. 
 
However, a series of financial scandals at companies with bearer shares which were 
awarded major public tenders (e.g. Prague's overpriced electronic ticketing system 
OpenCard, or the failed project of electronic patient cards IZIP), did see a coalition of 
anti-corruption deputies manage to push through amendments to the law on public 
procurement in September 2010. Since then, joint-stock companies with bearer 
shares cannot participate in public tenders. The Czech state was believed to be losing 
an estimated CZK60bn annually - or 10% of the overall public procurement budget - 
through non-transparent public contracts before the move. 
 
Yet despite the growing pressure, the use of bearer shares has been growing in 
recent years. According to a report by Ceska kapitalova informacni agentura (CEKIA) 
in December, 54.99% of the country's registered joint-stock companies still used 
bearer shares, a rise of around 3 percentage points through 2012. 
 
Martin Fadrny from Environmental Law Service suggests to Radio Praha that he 
wouldn't be surprised to see a coalition formed to prevent the legislation making it 
through parliament. "We will see whether a big pro-corruption coalition will form 
now. We have seen this situation happen before in other deliberations, when left and 
right-wing MPs found reasons not to support anti-corruption legislation."  
 
5. Russian government sees non-state pension funds double to 5.5% GDP 
by 2020 
bne  
February 14, 2013  
 
The Russian government expects the investment portfolio of non-state pension funds 
and cumulative life insurance to increase to 5.5% of GDP by 2020 from 2.6%, 
Finance Minister Anton Siluanov said, Prime reported. 
 
Last September, the volume of pension savings with non-state funds amounted to 
RUB600bn and pension reserves to about RUB750bn. 
 
Siluanov said that only 30% of market participants believe that the quality of the 
state regulation and surveillance has improved. 
 

NEWS STOCKS 
6. GEM Fund Flows Weekly - Turkey loses ground  
Renaissance Capital 
February 15, 2013 
 
    EM inflows continue the trend...Inflows into EM funds were down for another 
week, going to $2.4bn. The proportion flowing into ETFs was minor, at below 
$100mn.  
 
   ...as do GEM funds. Inflows into GEM funds decreased to $2bn over the week to 13 
February. Inflows into Asia (ex. Japan) were no exception, falling to $460mn. Inflows 
of $540mn into Asia (ex. Japan) regional funds were partly offset by outflows of 
$100mn from India and $80mn from South Korea. Latin American inflows fell 



marginally, to $90mn. EMEA funds continued to be the only region recording 
outflows, although these also decreased, to $140mn. Emerging Europe regional 
funds reported the largest outflows within the region, of $80mn. After a good start to 
the year (with nine weeks of inflows), Turkish funds marked outflows for the second 
week in a row, of $30mn. South African fund flows remained at zero. However, 
Russian funds enjoyed inflows of $20mn.  
 
   EMEA equity-only funds stay strong. Over the week to 13 February we observed 
mixed dynamics within the region. SA equity-only funds inflows went down to 
$140mn, while Russian equity-only fund inflows grew to $130mn and inflows to 
Turkish equity-only funds rose to $20mn. Flows to Nigerian and Kenyan equity-only 
funds decreased to $2.2mn and $0.6mn, respectively.  
 
   Gold fund flows remain positive, going down to $10mn. Over the week to 13 
February the gold price decreased 2.1%, to $1,642.6/oz.  
 
   EM indices - some up, some down. The DM Index added 0.4% vs the previous 
week. The MSCI Hungary (+2.7%), MSCI SA (+1.3%) and MSCI Egypt (+0.2%) 
were the best performing indices within the EM space. The MSCI Turkey (-2.9%), 
MSCI BRIC (-0.5%) and MSCI Czech Republic (-0.2%) indices lagged behind their 
peers.  
 
7. Emerging markets capital flows - what has changed since 2007?  
Deutsche Bank 
February 13, 2013 
 
- Private capital flows to emerging markets remain robust against the backdrop of 
low interest rates and unorthodox central bank policies in the advanced economies.  
 
- The 2009/10-12 EM capital flow boom differs in terms of composition and, less so, 
magnitude from the 2004/05-07 period. Not surprisingly, non-bank flows, especially 
portfolio debt flows, have been much more significant during the present cycle. Bank 
flows have ebbed as G-7 banks went into deleveraging mode.  
 
- With portfolio flows going mostly into local currency denominated assets, the EM 
would appear to be less vulnerable in the event of a renewed 2008-style shock on 
account of lower foreign-currency exposure and the transfer of currency risk to non-
resident investors.  
 
- The top-tier emerging economies remain well-positioned not only to absorb a 
potential "sudden stop" of capital flows in terms of systemic financial stability but 
also to take advantage of tangible "policy space" to respond to such an event. This 
would allow them to soften the potential negative impact of a shock on economic 
activity.  
 
- As a consequence, we expect the EM to remain attractive destinations for investors 
in developed countries. Non-bank portfolio capital and FDI flows are likely to remain 
more impotant than bank flows.  
 
8. Norilsk Nickel BoD approves treasury stock cancellation  
VTB Capital 
February 14, 2013 
 



News: According to Interfax, Norilsk Nickel's board of directors has approved the 
cancellation of the remaining 7.3% stake of treasury stock. 
 
Our View: We highlight the technical nature of the procedure, and the fact that it 
was widely expected. At the same time, the cancellation of the 7.3% stake is the 
second stage stipulated by the shareholders' agreement and no treasuries are set to 
be held afterwards. Even though it was an expected decision, simply following the 
previously announced timeline of corporate actions is positive for sentiment 
surrounding the name. 
 
Nikolay Sosnovskiy  
Vadim Astapovich  
Victor Drozdov 
 
9. PM Medvedev signs decree to sell IRAO’s 40% stake in IRGZ to RNG  
VTB Capital 
February 15, 2013  
 
News: According to Interfax, Prime Minister Dmitry Medvedev has signed a decree to 
sell Inter RAO’s 40% stake in IrkutskEnergo to RNG. The liquidity raised is set to be 
spent on a HPP project (the construction of Kambaratinskaya HPP-1) in Kyrgyzstan 
run by Inter RAO. No further details were provided. 
 
Our View: The sale of Inter RAO’s stake in IRGZ to RNG is fully in line with the 
decision taken at the Presidential Energy Commission. The key uncertainty at the 
moment is the valuation of IRGZ. At the end of December, Inter RAO’s CEO, Boris 
Kovalchuk, guided for a RUB 50bn+ valuation of the stake, which implies a 70% 
premium to current market quotes and is 30% above the BV of the stake on Inter 
RAO’s book (RUB 38bn). ?In our view, the transaction with RNG could be structured 
in several ways; we see the two main options as: i) immediate cash proceeds and ii) 
deferral payments (for example, in the form of promissory notes). Even if the former 
scenario (the best case, in our view, for Inter RAO) occurs, the impact on the genco's 
fundamental valuation and real benefits for minorities remain quite questionable, as 
all the liquidity raised is set to be spent on the project in Kyrgyzstan, which has 
unclear profitability. We reiterate our Sell recommendation on Inter RAO, while the 
key risk in our view is the unclear strategy over spending and expected strong cash 
flow from DPM projects and proceeds from the restructuring equity 
portfolio.  ?Rosneftegaz becoming the owner of the 40% stake in Irkutskenergo is 
set to trigger an offer to Irkutsk minorities. However, we see a risk that it could be 
delayed or Rosneftegaz could find a way to avoid this. 
 
Mikhail Rasstrigin  
Alexander Seleznev 
 
10. United Aircraft Corporation plans to decrease common shares face value 
by 14%  
Metropol 
February 13, 2013  
 
United Aircraft Corporation (UAC) will hold Extraordinary general shareholder 
meeting (EGM) on March 18, 2013 to discuss decrease in the face value of the 
common shares by 14% to RUB 0.86 per share from RUB 1 per share. Record date 
was set on February 8, 2013. 



 
Decrease in face value is due to UAC net asset value decrease to RUB 190bn for the 
end of September 2012 under RAS, which is below charter capital of RUB 219bn. 
 
We remind that Russian government uses additional share issues as a way to finance 
CAPEX and R&D projects. Taking in to account this way of funds raising and rather 
moderate face value decrease we see no risk for minority shareholders with further 
company additional shares issues planned over the long-term period. 
 
We reiterate our Buy recommendation for the stock and fair value of USD 0.014 per 
common share. 
Andrey Rozhkov 
 

OTHER NEWS STOCKS 
11. Gazprom might swap 10% in VRAO for additional HYDR shares  
VTB Capital 
February 13, 2013  
 
News: Gazprom, which through its subsidiary Gazprom Energoholding currently holds 
10.4% of the ordinary shares in RAO Far East, could swap its stake for additional 
shares of RusHydro during the genco’s ongoing SPO, Vedomosti reports. To recap, 
RusHydro is currently placing 110bn new shares at RUB 1/share. In addition to cash, 
they could be paid for with a number of assets, including VRAO shares. 
 
Our View: At the moment, RusHydro controls 65.6% of ordinary VRAO shares, while 
the transaction with Gazprom would allow the genco to accumulate a 75+% stake 
and force a mandatory buyout offer to VRAO’s minorities.? 
 
Under Russian legislation, the price of an offer must not be less than the price of the 
deal (RUB 0.35/share based on the valuation for HYDR’s SPO) or the six-month 
average (RUB 0.24/share). However, given the possible non-cash nature of the 
transaction between Gazprom and RusHydro, we see a possibility that the price of 
the buyout offer could be based on the six-month average, which is in line with 
VRAO’s current market quotes.?As for Gazprom, based on the approved swap ratios 
the Holding could accumulate 0.4% in HYDR’s shareholder capital, post-SPO. 
 
Mikhail Rasstrigin  
Alexander Seleznev 
 
12. PM Medvedev signs decree to sell IRAO’s 40% stake in IRGZ to RNG  
VTB Capital 
February 15, 2013  
 
News: According to Interfax, Prime Minister Dmitry Medvedev has signed a decree to 
sell Inter RAO’s 40% stake in IrkutskEnergo to RNG. The liquidity raised is set to be 
spent on a HPP project (the construction of Kambaratinskaya HPP-1) in Kyrgyzstan 
run by Inter RAO. No further details were provided. 
 
Our View: The sale of Inter RAO’s stake in IRGZ to RNG is fully in line with the 
decision taken at the Presidential Energy Commission. The key uncertainty at the 
moment is the valuation of IRGZ. At the end of December, Inter RAO’s CEO, Boris 
Kovalchuk, guided for a RUB 50bn+ valuation of the stake, which implies a 70% 



premium to current market quotes and is 30% above the BV of the stake on Inter 
RAO’s book (RUB 38bn). ?In our view, the transaction with RNG could be structured 
in several ways; we see the two main options as: i) immediate cash proceeds and ii) 
deferral payments (for example, in the form of promissory notes). Even if the former 
scenario (the best case, in our view, for Inter RAO) occurs, the impact on the genco's 
fundamental valuation and real benefits for minorities remain quite questionable, as 
all the liquidity raised is set to be spent on the project in Kyrgyzstan, which has 
unclear profitability. We reiterate our Sell recommendation on Inter RAO, while the 
key risk in our view is the unclear strategy over spending and expected strong cash 
flow from DPM projects and proceeds from the restructuring equity 
portfolio.  ?Rosneftegaz becoming the owner of the 40% stake in Irkutskenergo is 
set to trigger an offer to Irkutsk minorities. However, we see a risk that it could be 
delayed or Rosneftegaz could find a way to avoid this. 
 
Mikhail Rasstrigin  
Alexander Seleznev 
 
13. Russia to Approve Financial Center Plan Soon – Medvedev 
RIA Novosti 
February 13, 2013 
 
Russia is close to approving a plan to turn Moscow into an international financial 
center, Prime Minister Dmitry Medvedev said on Wednesday. 
 
“A staged plan of action or so-called roadmap must be approved soon and it must be 
strictly complied with,” said Medvedev, who first floated the financial center idea in 
2008 when he was president. 
 
A modern and effective regulatory system and a developed domestic financial market 
are the key conditions for creating an international financial center in Moscow, 
Medvedev said . 
 
The Russian government is currently examining several options for the center’s 
location, including the Rublyovo-Arkhangelskoye district in western Moscow. 
 
Creating an international financial center is an ambitious task for Russia, Medvedev 
said. 
 
“When I hear judgments that all this is just a pipe-dream, when we talk about 
creating a financial center, and that we need to get into some ratings - those who do 
not set ambitious goals will find themselves on the sidelines of history,” Medvedev 
said. 
 
“We talk much about the need to develop the real sector of the economy, but the 
world cannot exist without finance and we must hold a worthy place in this world,” 
Medvedev added. 
 
In 2010, World Bank economist Lucio Vinhas de Souza dismissed the idea of turning 
Moscow into an international financial center as unrealistic, saying the country was 
not yet perceived as an attractive market and had little to offer foreign investors. 
 
14. Sistema shelves talks to buy Aircel  
VTB Capital 



February 12, 2013  
 
News: Sistema and Maxis Group have shelved talks over the possible buyout of 
Indian telecom operator Aircel after inconclusive negotiations on price, according to 
India Economic Times. 
 
Our View: Although we think the market did not expect the deal to go through, the 
news is nevertheless positive for sentiment for on Sistema. Sistema currently plans 
to participate in the licence auction on 11 March, and is also awaiting the results of 
its curative petition. In our view, Sistema will try to buy licences in several of the 
most profitable circles. 
 
Ivan Kim 
 

IPO, SPO, ADRs, GDRs, PLACEMENT 
15. Gazprom Energoholding pushed back its plans for IPO 
bne  
February 12, 2013 
 
Gazprom Energoholding has pushed back until 2016 its plans for IPO, one of the 
participants of the meeting with investors said, according to Interfax. 
 
Gazprom Energoholding will boost its stake in OGK-2 from 57.6% to 77.3% having 
exercised its pre-emption right to purchase shares of the generating company's 
additional issue, participants of the meeting announced.  
 
Press-service of Gazprom Energoholding has confirmed that after additional issue 
Gazprom Energoholding's stake in OGK-2's capital will be more than 75%. 
 
16. Moscow Exchange sells RUB15bn equity within IPO, RUB55/share 
bne  
February 15, 2013 
 
The Moscow Exchange has raised RUB15bn in IPO having sold the shares at RUB55 
apiece, the lower boundary of the price guidance, the exchange said, Prime reported. 
 
“Given the placement price, Moscow Exchange’s market capitalization amounts to 
around RUB126.9bn by the start of trade. The total volume of the placement 
amounts to RUB15bn,” the statement said. 
 
The price guidance was set within RUB55–57 per share. 
 
A source close to the placement told Prime the bidding book was more than twice 
oversubscribed. 
 
The IPO attracted dozens of foreign investment funds, mostly from the U.K., 
continental Europe, the U.S. and Asia, the exchange’s CEO Alexander Afanasyev told 
reporters later on Friday. 
 
The demand among Russian retail investors was also high and covered 3% of the 
IPO, Afanasyev said. 
 



17. Polish PHN property IPO builds interest 
FT 
February 14, 2013 
 
Poland’s real estate sector has been a little lacklustre in recent years, but that has 
not dissuaded investors from taking a flyer on PHN, a government controlled 
property holding which had its IPO on the Warsaw Stock Exchange on Wednesday. 
 
Shares were up by 7.4% to 23.62 zlotys ($7.67) on the WSE, valuing the company 
at just over 1bn zlotys. 
 
The state treasury sold a 25% stake in PHN, and intends to sell a majority stake to a 
strategic partner by the end of this year, leaving the treasury with 20-25% of the 
holding. At least two companies have expressed interest in taking control of PHN. 
 
<a href="http://blogs.ft.com/beyond-brics/2013/02/13/poland-property-ipo-
building-interest/#axzz2KUc7VBMO">read the rest of this piece here</a> 
 

BUY BACKS, SHARE ISSUES 
18. MRSK North Caucasus: new equity placement price matches record 
market low  
Aton 
February 13, 2013  
 
MRSK North Caucasus will hold an EGM on 15 Mar to decide on an additional share 
issue, Interfax reported yesterday (12 Feb). The company hopes to issue 125.7mn 
shares at RUB25.94 per share. The maximum value of the new issue could reach 
RUB3.26bn. Previously, MRSK Holding estimated its potential participation in the 
issue at RUB2.5bn. ??The placement price is in line with the current record-low 
market level and is significantly below our expectation (RUB50) and the price set for 
the company’s last share issue in 2012 (RUB92.54). ? 
 
Bottom line: We believe the significant reduction of the placement price was 
unexpected by the market and should have a negative impact on both the stock’s 
performance and the company’s fundamental value. We reiterate our SELL rating on 
MRSK North Caucasus.? 
 
Ilya Koupreyev 
Pavel Lastovkin 
 

DIVDENDS 
19. Gazprom Dividend commitment reiterated 
UralSib 
February 13, 2013 
 
RUB7-8/share dividend for 2012, and RUB8-9/share for 2013. 
 
On Friday, Gazprom (GAZP RX – Hold) held an Investor Day in Moscow. 
 
The company reiterated its commitment to pay 25% of RAS net income as dividends 
for 2012-13, indicating RUB7-8/share for 2012 and RUB8-9/share for 2013. It also 



reiterated a potential switch to IFRS net income as the basis for its 2014 dividend 
payout. 
 
Switch to IFRS could boost yield to 9% from 2014. The announced plans for 
dividends imply a dividend yield of 5-6%. We currently model dividends at 
$0.27/share for 2012 and 2013, which is in line with our assumptions. More 
interesting is a potential switch to IFRS as the basis for calculating dividend payouts 
from 2014, which could increase the dividend yield to 9% – a fairly attractive level. 
 
Generally no surprises, but dividend commitment strengthens the investment case. 
In general, the Investor Day brought no surprises, but the reiteration of the 
company’s dividend commitment is good news. In the event of inefficient capex and 
zero free cash flows, dividends are a very important measure for minority 
shareholders. For now we expect some negative triggers to come, such as the 
revision of the contract price for EU customers and, more harmful, potential price 
discounts to Ukraine in exchange for political concessions to the Russian 
government. We reiterate our Hold recommendation for Gazprom. 
 
20. O’Key's BoD approves interim dividend of $0.19/GDR 
VTB Capital 
February 13, 2013  
 
News: Yesterday, O’Key announced that its Board of Directors had approved a 
interim dividend of USD 51mn, implying USD 0.19/GDR. The record date was set for 
13 February, with the payout to be made on 14 February. 
 
Our View: O'Key regularly pays interim dividends and this year was no exception. 
The company has not yet released its full-year 2012 financial statements, but based 
on our forecasted 2012 net income the payout ratio stands at 46%. This implies a 
significant increase from last year. To recap, in February 2012 the company paid 
USD 27.6mn in dividends, which represented 25% of 2011 net income. Despite an 
85% surge in the amount of dividends, the dividend yield only increased 40bp to 
1.6% on the back of the 58% YoY surge in the stock price. 
 
Ivan Kushch  
Maria Kolbina  
Nikolay Kovalev 
 
21. Raven Russia quarterly dividend on prefs at GBP0.03 per share 
Sberbank CIB 
February 17, 2013 
 
Raven Russia has announced a quarterly gross dividend on preferred shares of 
GBP0.03 per share, to be paid on April 2. The record date for shareholders is 
February 22, and shares will go ex-dividend on February 20. A scrip dividend option, 
settled in preferred shares, will once again be available for those shareholders that 
prefer to get paid in shares rather than cash. A circular with the exact terms is to be 
published on February 28, and the completed election forms will need to be received 
by March 15. 
 
Our view: This is part of the annual fixed GBP0.12 per share dividend and is fully 
expected. 
 



Scrip dividend terms have not been announced yet (the expected date is February 
28), but at the current share price we estimate the company may distribute one 
preferred share per each 48 shares already owned. The implied valuation is the 
same, so the choice will depend on investors’ preference for cash or additional 
shares. The current share price implies an 8.3% dividend yield on the prefs. We 
continue to recommend owning preferred (BUY) versus common (HOLD) shares for 
the time being, although such an investment is subject to liquidity requirements as 
preferred shares are rather illiquid. 
 
Julia-Gordeyeva  
 
22. Russneft to pay dividends for January–September 2013 instead of 
January–December 2012 
bne  
February 14, 2013 
 
Russian oil company Russneft has no plans to pay dividends for the full year of 2012, 
but it will pay dividends for January–September 2013 instead, CEO Mikhail 
Gutsertsiyev said. 
 
“We will not pay annual dividends. Instead we will pay dividends for three quarters,” 
Gutsertsiyev said, cited by Prime. 
 
Russneft paid about $84m in dividends for January–September 2012. 
 

FUNDS, PRODUCTS 
23. Sberbank Asset Management renames its mutual funds 
Sberbank CIB 
February 15, 2013 
 
As part of the final stage of the rebranding of the asset management business, the 
mutual funds overseen by CJSC Sberbank Asset Management will be renamed 
starting today, February 15, 2013. Corresponding changes to the fund management 
rules were registered with the FFMS of Russia at the start of 2013. 
 
“The renaming of our mutual funds is the closing stage of the rebranding process. 
Our company has provided services under the title Sberbank Asset Management 
since November 2012 and so renaming our products is the next logical step,” 
commented Anton Rakhmanov, General Director of CJSC Sberbank Asset 
Management. “Our range of mutual funds is one of the most diversified in Russia. 
The name change will make working with the funds more convenient for our unit 
holders. Now the investment strategies of most of the funds can be understood 
simply by reading their names. At the same time, we made the decision to retain the 
names two of our legendary funds “Ilya Muromets” and “Dobrynya Nikitich.” These 
are two of the Russian market’s oldest funds and it is extremely hard to imagine this 
country’s collective investment market without them.” 
 
Mr Rakhmanov also added: “We continue to forge ahead whilst closely monitoring 
the Russian and global markets and continuously optimising our investment 
strategies. Soon we intend to offer clients original and interesting investment ideas, 
which will possibly feature in new retail products.” 
 



The renaming of Sberbank Asset Management’s funds is purely of a technical nature. 
The renaming does not affect the operation of the funds nor the relationship between 
the company and the funds’ unit holders. All operations involving the units of the 
renamed funds will continue as before, both in terms of format and volume. The 
funds will be managed by the same team of well-established and highly professional 
managers. 
 
The previous and new names for the funds are as follows: 
Previous name 
New name 
Open-ended mutual fund “Troika Dialog – Dobrynya Nikitich” 
Open-ended mutual fund “Sberbank – Dobrynya Nikitich Equity Fund” 
Open-ended mutual fund “Troika Dialog – Actively Managed Fund” 
Open-ended mutual fund “Sberbank – Actively Managed Fund” 
Open-ended mutual fund “Troika Dialog – Federal” 
Open-ended mutual fund “Sberbank – Federal Companies Equity Fund” 
Open-ended mutual fund “Sberbank – Equities” 
Open-ended mutual fund ”Sberbank – First-tier Equity Fund” 
Open-ended mutual fund “Troika Dialog – Potential” 
Open-ended mutual fund “Sberbank – Small Cap Fund” 
Open-ended mutual fund “Troika Dialog – Oil and Gas” 
Open-ended mutual fund “Sberbank – Oil & Gas Sector” 
Open-ended mutual fund “Troika Dialog – Metals” 
Open-ended mutual fund “Sberbank – Metals” 
Open-ended mutual fund “Troika Dialog – Electric Utilities” 
Open-ended mutual fund “Sberbank – Electric Utilities” 
Open-ended mutual fund “Troika Dialog – Telecommunications” 
Open-ended mutual fund “Sberbank – Telecommunications” 
Open-ended mutual fund “Troika Dialog – Consumer Sector” 
Open-ended mutual fund “Sberbank – Consumer Sector” 
Open-ended mutual fund “Troika Dialog – Agriculture Sector” 
Open-ended mutual fund “Sberbank – Agriculture Sector” 
Open-ended mutual fund “Troika Dialog – Financial Sector” 
Open-ended mutual fund “Sberbank – Financial Sector” 
Open-ended mutual fund “Troika Dialog – Infrastructure” 
Open-ended mutual fund “Sberbank – Infrastructure” 
Open-ended mutual fund “Troika Dialog – Global Internet” 
Open-ended mutual fund “Sberbank – Global Internet” 
Open-ended mutual fund “Troika Dialog – Precious Metals Companies” 
Open-ended mutual fund “Sberbank – Precious Metals Companies” 
Open-ended mixed investment fund “Troika Dialog – BRIC” 
Open-ended mixed investment fund “Sberbank – BRIC” 
Open-ended mixed investment fund “Troika Dialog – Druzhina” 
Open-ended mixed investment fund “Sberbank – Balanced Fund” 
Open-ended mixed investment fund “Sberbank – Balanced” 
Open-ended mixed investment fund “Sberbank – Balanced II” 
Open-ended bond fund “Troika Dialog – Ilya Muromets” 
Open-ended bond fund “Sberbank – Ilya Muromets Bond Fund” 
Open-ended bond fund “Troika Dialog – High Yield Fixed Income” 
Open-ended bond fund “Sberbank – High Yield Bond Fund” 
Open-ended bond fund “Sberbank – Fixed Income” 
Open-ended bond fund “Sberbank – First-tier Bond Fund” 
Open-ended mutual fund “Troika Dialog – Money Market Fund” 



Open-ended mutual fund “Sberbank – Money Market Fund” 
 
The names of the following funds are not being changed: Interval commodity fund 
“Sberbank – Precious Metals Fund”; Closed-end real estate mutual fund “Commercial 
Real Estate”; Open-ended mutual investment fund “Troika Dialog – RTS Standard 
Index.” 
 
24. Wermuth Asset Management’s Green Gateway Fund Acquires Stake in 
The Mobility House 
Wermuth Asset Management’s 
February 15, 2013 
 
Frankfurt am Main, 15 February 2013 – The Green Gateway Fund, to which 
sustainable investment specialist Wermuth Asset Management GmbH (“WAM”) is the 
exclusive advisor, today announced that it has acquired a minority stake in The 
Mobility House (“TMH”). 
 
TMH is a fast growing e-mobility solutions provider with operations in Austria, 
Switzerland, Germany and Scandinavia. The company enables automotive 
manufacturers to enter the market for electric mobility and to establish a product 
portfolio for their customers.  TMH is focused on home charging equipment 
installations and services around charging (including public charging reservation and 
green certificates), as well as energy management services.  Using its unique 
packages, companies and individuals can easily enter the electric mobility area, 
thereby walking away from fossil fuel consuming solutions from the past. 
 
Commenting on the investment, Green Gateway Fund Partner Casper Heijsteeg said: 
“We have been extremely impressed with TMH in terms of the quality of business, 
the vision of the management team and the company’s high growth prospects.  We 
see this investment not only as a financial investment but also as a strategic 
partnership as we collectively seek opportunities to develop TMH further into a 
leading global business.” 
 
TMH CEO Thomas Raffeiner said: “We are delighted that Green Gateway Fund has 
decided to come onboard and to support our future growth as a company.  We are 
closely aligned in our strategic vision for the business, as well as having 
complementary sector and geographic expertise.  I am confident that this 
partnership will help to create significant and sustainable value for TMH.” 
 

EXCHANGES, REGULATIONS 
25. MSCI Russia Index Review - Inter RAO's weight increased slightly  
VTB Capital 
February 14, 2013 
 
News: Yesterday, after the markets closed, MSCI announced the results of its 
Quarterly Index Review. The only change for the Russian part of the index was the 
increase in the Number of Shares assumption for Inter RAO on the back of the recent 
share placement. The change (as well as the MSCI Russia 10/40 Index rebalancing) 
is to come into effect before the markets open on 1 March. 
 
Our View: Inter RAO’s weight in MSCI Russia is to be increased 5bp to 0.71%. That 
would trigger USD 2mn (0.4x 1M ADTV) of inflows at passive index-trackers and up 



to USD 18mn (4x) of inflows by actively-managed mutual funds. ?Meanwhile, the #4 
race in the MSCI Russia 10/40 Index got traction at the start of the week. In our 
preview of today’s announcement, published on Tuesday morning (and based on 
Monday’s closing prices) we highlighted that the Surgut ords+prefs pair had to 
outperform the MTS ADR + Sistema GDR pair by 8% to challenge it for the #4 spot. 
As of Wednesday’s close, however, this gap had narrowed to just 3.5%. 
Consequently, we suggest the situation must now be watched closely up to the cut-
off date of 22 February. Were the MTS + Sistema group entity to cede the #4 spot to 
Surgut (which now looks possible), the flows at actively managed funds would 
amount to the following: MTS outflows of USD 300mn (–4.8x), Sistema outflows of 
USD 71mn (–8.8x), Surgut ords inflows of USD 197mn (3.3x) and Surgut prefs 
inflows of USD 143mn (7.5x). We expect the effect from the upcoming rebalancing 
to be limited. Otherwise, if there is no reshuffling among the top four, we expect the 
effect from the 22 February rebalancing to be limited. 
 
Alexey Zabotkin  
Sergey Galkin  
Ilya Piterskiy 
 
26. Russia to Approve Financial Center Plan Soon – Medvedev 
RIA Novosti 
February 13, 2013 
 
Russia is close to approving a plan to turn Moscow into an international financial 
center, Prime Minister Dmitry Medvedev said on Wednesday. 
 
“A staged plan of action or so-called roadmap must be approved soon and it must be 
strictly complied with,” said Medvedev, who first floated the financial center idea in 
2008 when he was president. 
 
A modern and effective regulatory system and a developed domestic financial market 
are the key conditions for creating an international financial center in Moscow, 
Medvedev said . 
 
The Russian government is currently examining several options for the center’s 
location, including the Rublyovo-Arkhangelskoye district in western Moscow. 
 
Creating an international financial center is an ambitious task for Russia, Medvedev 
said. 
 
“When I hear judgments that all this is just a pipe-dream, when we talk about 
creating a financial center, and that we need to get into some ratings - those who do 
not set ambitious goals will find themselves on the sidelines of history,” Medvedev 
said. 
 
“We talk much about the need to develop the real sector of the economy, but the 
world cannot exist without finance and we must hold a worthy place in this world,” 
Medvedev added. 
 
In 2010, World Bank economist Lucio Vinhas de Souza dismissed the idea of turning 
Moscow into an international financial center as unrealistic, saying the country was 
not yet perceived as an attractive market and had little to offer foreign investors. 
 



KAZAKH STOCKS 
27. Caspian Energy under delisting review, whilst agreed on re-completion 
of wells by mid-April 
Visor Capital  
February 12, 2013  
 
Impact: NEGATIVE 
 
Facts/News. Caspian Energy yesterday prior to trade opening in Toronto, given two 
announcements. The first was released by the Toronto Stock Exchange, stating that 
"listing of Caspian Energy’s shares on the main board of the TSX is under review with 
respect to meeting continued listing requirements" and that the Company was given 
90-days period to comply with those requirements. 
 
The Company has also announced on signing an agreement with their partners and 
60% owners of the North Block, Chinese Asia Sixth Energy Resources Ltd, on 7 
February, under which Asia Sixth agreed to fund re-completion of two wells. As the 
Company has already applied for approval on re-completion, it is expected to start 
working on the first well, 316, by mid-April with initial results in early May. In total 
five zones are targeted for re-completion and re-perforations, and expected to take 
up to 180 days to complete. Thus, full results of re-completion to be available 
between May to September 2013. 
 
Analysis. While we expected, following the recent two-year exploration license 
extension, that the extension was backed by Asia, it is positive to be provided with a 
confirmation and a time-frame. However, the Company believes it will comply with 
TSX requirements in case of the positive outcome of re-completion work in 2Q2013. 
Furthermore, under the initial agreement with Asia Sixth, Caspian would draw down 
the last tranche (out of three) of US$2m loan this year, which gives some visibility. 
 
Valuation/Conclusion. The share price fell 17% yesterday following the news, and it 
appears now clearly that there is a significant risk of delisting if the Company is not 
able to prove the commerciality of the North Block. We maintain our SELL rating until 
we see more clarity on how the work on those wells is progressing. Caspian is traded 
on US$1.2/bbl of P50 risked resources, which is above its peers average multiple of 
$1.0/bbl. 
 
Zhanar Nazkhanova 
Dominic Lewenz 
 
28. Kazakhstan Engineering and Sberbank of Russia (Kazakh subsidiary) 
place their bonds at KASE 
Visor Capital  
February 15, 2013 
 
Yesterday, Kazakhstan Engineering placed its 37.5m bonds (KZ2C00001865, 
KZENb1) at 7.0%. The bond totals KZT15bn, with a three-year maturity and 5% 
coupon paid-semi-annually. We note that this issue is the debut for the Company 
and first within its KZT30bn bond programme. The declared volume of placement 
was 104,510,000 bonds (69.7% from total number of authorized bonds issue). 
According to KASE, the demand for these bonds was 35.9% of supply. The 
Company’s raised amount is KZT3.6bn. 



 
At the same time, Sberbank of Russia (Kazakh subsidiary) placed its 1.5bn bonds 
(KZ2C00001725, TXBNb6) at 7.0%. The bond totals KZT20bn, with a seven-year 
maturity and 7% coupon paid-semi-annually. We note that this first issue of the 
Bank within its KZT100bn second bond programme. The declared volume of 
placement was 1,500,000,000 bonds (7.5% from total number of authorized bonds 
issue). According to KASE, the demand for these bonds was 136.1% of supply. The 
Bank’s raised amount was KZT1.5bn. 
 
Dinara Yemilbayeva  
 
29. Roxi Petroleum secures first tranche of the US$40m equity funding 
Visor Capital  
February 12, 2013  
 
Impact: POSITIVE 
 
Facts/News. Under the US$40m equity funding announcement on 15 January 2013, 
Roxi announced that the first US$10m was granted to the Company by Mr. Kairat 
Satylganov in exchange for 84m new (GBp7.4/sh) Roxi shares. the shares will be 
admitted to the  trading on AIM on 18 February. Following completion of the share 
issue, Mr. Satylganov will hold 12% of the enlarged share base. 
 
Roxi also announced that Mr. Satylganov was appointed as the Company CFO. 
 
Analysis. The first tranche of US$10m was expected by 31 January, whilst as the 
share issue price is significantly at premium to the current share price, we could 
expect some temporary share volatility. If Mr. Satylganov to issue in full remaining 
US$30m funding in exchange for shares, he would hold up to 36% of the total 
enlarged share base. 
 
Valuation/Conclusion. While the funding was expected, the issue of new shares at a 
55% premium would have a positive share impact. Roxi is traded on US$1.2/bbl of 
P50 risked resources, which is slightly above of its peers’ average of US$1.0/bbl. We 
maintain our SELL rating since we are not confident in the Company’s ability to 
achieve commerciality of its assets. 
 
Zhanar Nazkhanova 
Dominic Lewenz 
 
30. Zhaikmunai plans a buyback 
Visor Capital  
February 12, 2013  
 
Impact: POSITIVE 
 
Facts/ News. Zhaikmunai (ZKM LI) yesterday announced that its board had proposed 
a buyback programme. A vote on the special resolution will take place on 28 March 
2013, which, if approved, would grant general authorisation to the Company to 
purchase GDR’s and other partnership interest, as well as allow certain changes to 
the LLP. 
 



Analysis. No details are currently available on the details of any buyback or how 
large a programme is intended, although we would expect the buyback to be 
relatively limited given the Company’s balance sheet position. While a buy back 
would in general be a positive value driver for the share price, if its goal is to 
increase the relative stakes of the existing key shareholders, this would have a 
negative impact on share liquidity in the longer run. 
 
Conclusion. We believe that, given that GDRs are relatively thinly traded, even a 
small buyback may have a significant impact on the shares and they expect strong 
positive impact. Zhaikmunai (ZKM LI) is traded on US$4.5/bbl of 2P reserves, which 
is above its peers average multiple of US$4.0/bbl. We maintain our BUY rating. We 
issued a flash note yesterday entitled ‘Buyback bounce?’. The note is available for 
our clients upon request. 
 
Zhanar Nazkhanova 
Dominic Lewenz 
 

UKRAINE STOCKS 
31. Agroliga plans to gain Warsaw Stock Exchange main market listing 
Phoenix Capital 
February 15, 2013 
 
Agroliga (AGL PW), Ukrainian medium-sized agriculture holding with its stock 
included in NCIndex, plans to change its listing from New Connect (WSE alternative 
market) to Warsaw Stock Exchange main market in 2013 instead of 2014 as it was 
announced previously, the company reported yesterday (Feb. 14). Yet the company 
hasn’t disclosed any information regarding its plans to issue more shares for a free 
float. 
 

SE STOCKS 
32. Alacer Gold - Strategic review and 2013 outlook  
VTB Capital 
February 11, 2013 
 
Alacer Gold has released a major strategic review and update on its 2013 plans. The 
company has set four key priorities, which define its future developments: to 
maximise cash flow and the portfolio value, while minimising project risks and 
returning value to shareholders.  
 
Turkey-based assets. At its Copler mine in Turkey, the company plans to construct a 
conventional milling and CIL operation which will process higher-grade material with 
materially improved recovery for three years and then re-process heap leaching 
material for another five years. The plant could in future be fed with additional oxide 
reserves discovered at Copler itself or at the Copler exploration area, which Alacer 
thinks has good prospects. The construction decision is to be taken in 3Q13. At the 
same time, Alacer has said that the Copler Sulphide Expansion feasibility study is still 
ongoing, but did not provide any additional details.  
 
Australia-based assets. In Australia, Alacer has decided to keep the HGO plant 
underutilised but processing higher grades, thus improving the cash flows expected 
from the Trident and Chalice mines in 2H13. Moreover, Alacer has agreed to divest 
its 49% stake in the Frog's Leg mine for USD 171mn to its joint venture partner 



LaMancha and to provide milling services for another 18 months. Based on this, 
Alacer has decided to pay USD 70mn in special dividends (CAD 0.24/share, 5.4% 
dividend yield).  
 
2013 production and costs. For 2013, the company plans production of 370-410koz 
(the lower end is 203koz for Copler, 138koz for HGO and 30koz for SKO excluding 
Frog' Leg). This is in line with our expectations for every asset. However, our 
numbers are more upbeat in terms of costs: whereas our TCC of USD 390/oz for 
Copler is in line with the USD 385-425/oz guidance, our USD 1,000-1,100/oz for 
Australian operations is below the USD 1,200-1,300/oz guided. As a result, our TCC 
of USD 720/oz in 2013 is below the USD 770/oz guided. Alacer also guides for total 
2013 capex of USD 177mn, including USD 55mn for exploration, which is reasonably 
in line with our current assumptions of USD 126mn in capex and USD 50mn of 
exploration expenses.  
 
Hold reiterated. With no surprises on the production side, the cost guidance is 
moderately disappointing as the ongoing cost optimisation in the Australian division 
has so far yielded only insignificant results. We view the sale price for the Frog's Leg 
stake as fairly good: EV/reserves of USD 215/oz and EV/production of USD 3,400/oz 
are in line with the industry average, compared with EV/reserves of USD 251/oz and 
EV/production of USD 3,173/oz for Alacer currently. At the same time, we stress that 
the NPV of Australian operations is less than 20% of Alacer's total figure and 
therefore provides only a marginal positive effect, while the major growth/value 
driver (details of Copler's future operations) remains undefined. Therefore, seeing a 
slight downside risk to our 2013 financial forecast for Alacer, we are reiterating our 
Hold recommendation for the stock. The company also mentioned its intention to pay 
20% of FCF as dividends starting from 2014, which could provide small support for 
the stock.  
 
33. Emlak Konut REIT to launch SPO  
Erste 
February 11, 2013 
 
The Board of Directors decided to increase the capital to TRY3.8bn from TRY2.5bn 
and offer it to the public. SPO proceeds will be utilized to finance new projects, 
mainly urban transformation projects and a new city project that will be built in 
northern Istanbul.  
 
34. Halk REIT's IPO book building will take place between February 13-15  
Erste 
February 11, 2013 
 
Halk REIT, Halkbank's real-estate subsidiary, will increase its capital to TRY662.5mn 
from TRY477mn and offer TRY185.5mn of its nominal shares to the public, implying 
a 28% free float. The IPO price was set as TRY1.35 per share and the IPO size will be 
TRY250.4mn (USD140mn). After the IPO, Halk REIT's NAV will be TRY1,209mn or 
TRY1.83 per share and the TRY1.35 IPO price indicates a 26% NAV discount. In 
terms of IPO allocation, 80% of the IPO will be allocated to domestic retail investors, 
10% will be allocated to domestic institutional investors and the rest to foreign 
institutional investors. In order to establish pricing stability after the IPO, Halk REIT 
may buy back its shares, which amounted to 10% of the IPO proceeds within 30 
days after the first trading date.  
 



IPO proceeds will be used for: i) The Istanbul Finance Center, ii) Dedeman Park 
Levent Hotel, iii) Eskisehir Odunpazari project, iv) Kocaeli Sekerpinari lot and v) 
acquisition of new plots. Halk REIT's portfolio size was TRY1,079mn, of which 39% is 
comprised of buildings, 47% is comprised of the plot and 13% is made up of on-
going projects.  
 
With regards to the impact on Halkbank's valuation, we expect the effect of the IPO 
to be trivial on Halkbank's valuation. We base our argument on the fact that the 
99.84% stake held by Halkbank was valued at TRY575mn based on its 9M12 
financials and after the IPO, the 72% stake that will be held by Halkbank will be 
valued at TRY643mn, which will result in a value creation of TRY69mn, indicating a 
25bp contribution to our fair value.  
 
35. Halkbank's stellar performance continued in 4Q12  
Erste 
February 14, 2013 
 
Halkbank's 4Q12 net earnings came in at TRY 742mn, higher than our TRY 696mn 
estimate and the TRY 711mn consensus forecast mainly due to higher than expected 
core banking revenues and trading income. The bank's 4Q12 bottom-line implies a 
24% q/q jump and corresponds to a 25.4% quarterly RoE, which is expected to be 
the highest amongst our coverage universe. Halkbank closed 2012 with TRY 
2,595mn in net profits, up by 27% y/y. We maintain our Buy recommendation for 
the bank with a target price of TRY21.1, indicating 23% upside potential. Based on 
yesterday's closing price, Halkbank trades at 8x of its 2013E earnings and a 2013E 
P/BV multiple of 1.45x We keep Halkbank as our top pick in our Turkish banking 
universe.  
 
Key takeawaysfrom the 4Q12 results: Lending growth continued: The bank's total 
loan book grew by 4.6% q/q and carried the annual loan growth to 17.3%, which is 
higher than the sector average of 16.3%. Growth was again mainly driven by local 
currency loans, which rose by 5.8% q/q, while FC loans in dollar terms expanded by 
2% q/q in the underlying quarter. Meanwhile, commercial loans grew by 4.6%, while 
retail lending was up by 4.4% q/q. Among the consumer lending segments, housing 
loans and credit cards grew the most by 6% and 7.5%, respectively q/q over 3Q12. 
Average TL loan yields declined by 30bp q/q.  
 
Comfortable funding position remains: Total deposits grew by 4.7% in 4Q12, with 
5% q/q growth in TRY deposits and 4.5% q/q growth in FC deposits in USD terms. 
With this, Halkbank_s loans to deposits ratio 82.4%, being in the comfortable level. 
Meanwhile, note that the bank used alternative funding sources in the quarter 
reducing the funding costs. The blended cost of TL deposits declined by 66bp q/q, 
while the blended cost of FX deposits rose by 16bp. In aggregate terms, the cost of 
funding declined by 50bp q/q in 4Q12.  
 
Noteworthy NIM expansion: Thanks to a combination of the 10bps improvement in 
the loan deposit spreads and the 390bps jump in the CPI linker_s yields in 4Q12, 
Halkbank_s NIM expanded by 139bps q/q to 5.91% and in full year figures, its NIM 
stood at 5.3%, indicating a 52bp y/y expansion and was the highest among the Tier 
1 banks.  
 
Fee income & operating expenses: Total fees grew by 3% q/q and by 13% y/y in 
4Q12. Based on 2012 figures, fee income formed 14% of the revenues vs. 13% in 



2011. Growth in fee income was mainly attributable to non-cash loans. On the other 
hand, operating expenses rose by 17% q/q and 34% y/y growth on the back of new 
branch openings and expenses associated with its credit card launch in 4Q12. Fee 
income coverage of operating expenses deteriorated by 460bp q/q to 35.7% in 
4Q12.  
 
Asset quality has been maintained, while there is a slight deterioration in the CoR: 
Although the specific cost of risk improved by 2bp q/q to 17bp in 4Q12, the total 
gross cost of risk deteriorated by 19bps q/q to 139bp in 4Q12 due to higher general 
provisions. The sharp increase in general provisions are attributable to the higher 
general provisions due to the increase in Group II loans and one-off provisions, 
ca.TRY25mn, allocated for loans originating before 2006. Halkbank booked 40% of 
the additional provisions of TRY62mn associated with loans originating before 2006 
in its 2012 financials. Halkbank_s NPL stock increased by only 5% q/q, while the NPL 
ratio remained flat at 2.9% as well as the coverage ratio at 82.5%.  
 
Non-recurring items: In 4Q12, Halkbank booked TRY 310mn in trading gains, which 
is the highest quarterly figure ever attained by the bank, thanks to trading income 
generated from securities. The bank guided for another strong quarter in terms of 
trading income for 1Q13 and expects a total trading income of TRY 250-300mn in 
2013. On the other hand, NPL provision write-backs remained almost flat at 
TRY36mn in 4Q12 vs. TRY32mn in 3Q12.  
 
Management remains upbeat regarding their 2013 guidance  
During the earnings teleconference, management also provided their guidance for 
2013. Accordingly, Halkbank_s management looks for 15-18% loan growth and 14-
15% growth in total deposits. Loan growth will be mainly driven by SME and 
consumer loans. Meanwhile the bank foresees a ca.20bps decline in the NIM due to 
competition and declining loan and security yields. Regarding the NIM trajectory, 
management expects the NIM to expand in 1H13thanks to low funding costs and 
gradual declines in loan yields. Regarding fee income growth, management looks for 
15-18% y/y growth.  
 
On the operating expenses front, management project 20% y/y growth in 2013. This 
will be due to a combination of higher operating expenses base due to the full year 
impact of the expansion program implemented in 2012, 40 new branch openings and 
the recruitment of 750 employees in 2013, effects of the recently launched credit 
card operations and employee dividends, which is expected to be TRY80mn and 
booked under operating expenses. If we were to exclude employee dividends, then 
operating expenses growth would be restated as 16% for 2013.  
 
On the credit quality front, management projects a specific cost of risk of 60-70bp 
vs. 63bp in 2012 and a stable NPL ratio. At the bottom-line, management guides for 
a net earnings growth of more than 10% and a ROE level at around 22-24%. Lastly, 
management guided for a higher dividend pay-out ratio for 2013 and forecasts a CAR 
comfortably above 16%.  
 
36. Isbank releases a solid set of results that beat expectations  
Erste 
February 15, 2013 
 
Isbank_s 4Q12 bottom-line surged by 41% q/q to TRY965mn, which is (remember it 
does not appear because it is) higher than our TRY 906mn estimate and TRY852 



consensus estimate. The deviation to our estimate was mainly driven by the higher 
than expected trading income line. Isbank_s quarterly core banking ROE stood at 
28% vs. 21% in 3Q12, while its core banking ROE improved to 23% in 2012 from 
20% in 2011. We maintain our "Accumulate" rating for the stock with a target price 
of TRY 7.00. Isbank trades at 7.5x of its 2013E earnings and 2013E P/BV multiple of 
1.1x.  
 
The key takeaways of the results were as follows:  
 
Lending activities: In 4Q12, Isbank delivered 8.7% q/q loan growth, mainly driven 
by local currency loan growth, +9.5% q/q, while FX loans grew by 7.5% q/q in USD 
terms. TL loan growth was primarily derived from corporate and commercial loans, 
+23% q/q and to a lesser extent from mortgage and SME loans, which grew 8.3% 
q/q and 5.9% q/q, respectively.  
 
Funding: Isbank continued to diversify its funding base in 4Q12 as the bank cut its 
exposure to repo funding, replacing it with the bond issuances. Deposits grew 
weaker-than-loan growth at 3.7% as TL and FX deposits grew by 3.5% and 4.4% 
q/q in USD terms, respectively. The cost of TL and FX deposits declined by 142 and 
36bp q/q in 4Q12.  
 
Margins: Despite the lower interest income earned from CPI-linked bonds 
(TRY287mn in 4Q12 vs. TRY298mn in 3Q12), Isbank posted a 35bp q/q NIM 
improvement thanks to the lower cost of funding, reaching 4.68% in 4Q12. In its full 
year figures, Isbank registered a 52bp y/y improvement reaching 4.2% in 2012.  
 
Fee income: Isbank_s net fee income growth accelerated in 4Q12 compared to 3Q12 
and 2Q12 and reached 24% y/y growth thanks to credit cards. In 2012, fee income 
growth stood at 19.4% y/y and fee income formed 17% of total revenues in 2012.  
 
Operating expenses: Isbank recorded 55% y/y growth in its operating expenses in 
4Q12, which includes: i) employee dividend payments, ii) a pension fund liability of 
TRY440mn, iii) provisions allocated for salary increases as a result of the collective 
bargaining agreement. Consequently, operating expenses surged by 29% y/y in 
2012.  
 
37. Migros announces 2012 tax financials  
Erste 
February 15, 2013 
 
Migros announced TRY62mn in pre-tax profit in its 2012 tax financials versus our 
TRY 99mn pre-tax profit forecast for its IFRS results for the same period.  
 
Migros' tax financials should be partially indicative of the company's domestic 
operations' top-line performance in its IFRS results, while unfortunately past data is 
not sufficiently explanatory to arrive at meaningful comparisons.  
 
38. One offs boost Yapi Kredi Bank profit   
Erste 
February 15, 2013 
 
Yapi Kredi announced TRY 512mn in net earnings in its 4Q12 financials; lower than 
our TRY 554mn estimate, but in line with the TRY 525mn market consensus forecast. 



The main deviation from our estimates mainly stems from higher than expected loan 
loss provisions. The bank_s 4Q12 net earnings implies a 5% q/q decline, but is 8% 
higher than in 4Q11, and corresponds to a 13% quarterly RoE. The bank_s 2012 
bottom-line is carried to TRY 1,913mn, marking 3% y/y growth. The bank currently 
trades at 1.26x P/BV and 7.9x P/E multiples. We maintain our Accumulate 
recommendation for the bank with a TRY 5.58 target price, implying 11% upside 
potential.  
 
Key takeaways from 4Q12 results:  
Lending: Mainly driven by local currency lending, Yapi Kredi Bank_s total loan book 
grew by 4.3% q/q in 4Q12, which carried annual loan growth to 11.8%. When 
examined in detail, TRY loans grew by 7.2% q/q, while FC loans declined by 2.2% 
q/q in USD terms. The strong growth in local currency lending is mainly supported by 
mortgages (+6% q/q), general purpose loans (+3% q/q) and credit cards (+10%). 
In the underlying quarter total blended loan yields declined to 12.6% from 13.2% in 
3Q12. Note that the in annual terms, the bank delivered 39% growth in credit cards 
and 24% growth in general purpose loans in 2012; which are above the sector 
averages and led to market share gains for Yapi Kredi.  
 
Funding: Similar to the sector trends, Yapi Kredi focused on alternative funding 
sources in 4Q12. Accordingly, total deposits only rose by 2.2% q/q, which led the 
loans to deposits ratio to climb 111% as of 2012. Total blended deposit costs 
declined further by 100bps to 7.5% in 4Q12. Meanwhile, the bank issued TRY 458mn 
in SME backed covered bonds and borrowed USD 1bn in sub-debt in the quarter.  
 
Margins: Expanding loan deposit spreads along with the drop in the deposit costs, 
enabled Yapi Kredi to deliver a 16bps margin expansion in 4Q12 to 5.16%. Looking 
to the full year figures, the 2012 NIM has been realized at 4.80%, marking a 71bps 
y/y improvement.  
 
Fee income: Due to the BRSA_s regulation change, Yapi Kredi delivered only 1.5% 
q/q growth in total fees in 4Q12. However, on a like-for-like basis, total fee income is 
up by 13% y/y in 2012. The strong performance can be attributable to credit card 
fees, which are up by 31% y/y and insurance fees which grew by 51% in annual 
terms in 2012. Operational expenses were up by 25% q/q in 4Q12, which includes 
TRY 30mn in pension fund charges. In annual terms, total operational expenses grew 
by 11%, which is parallel to management_s guidance. Total fees now cover 59% of 
the total operational expenses, which is one of the highest figures amongst our 
coverage universe.  
 
Asset quality: Yapi Kredi Bank_s cost of risk rose to 169bp from 126bp in 3Q12 due 
to three corporate and commercial files (TRY 59mn) and some retail NPL inflows. The 
bank sold TRY 626mn in NPLs in 4Q12, which led the NPL ratio to improve by 30bps 
to 3.3%.  
 
Non-recurring items: In 4Q12, Yapi Kredi booked TRY 65mn in one-off gains from its 
NPL sale and TRY 206mn in gains from its Eurobond sale, and TRY 60mn from NPL 
provision reversals. The total other income item amounted to TRY 159mn in 4Q12 
vs. the 43mn booked in 3Q12.  
 
CAR: Yapi Kredi Bank_s capital base strengthened to 16.3% from 13.35% in 4Q12, 
which can be attributable to the USD 380mn Eurorbond sale and the USD 2.9bn 
reclassification of securities from HtM to AFS, which had a sovereign investment 



grade impact (+119bps), USD 1bn in sub-debt (+144bps), fair valuation of 
subsidiaries (+16bps) and optimization of RWA (+27bps). The current level of the 
capital is very much above regulatory limits and we believe it is adequate for the 
bank_s medium-term growth targets. Meanwhile, the possible sale of the insurance 
business should have an additional positive impact on the bank_s CAR when 
finalized.  
 
2013 guidance: Yapi Kredi Bank_s 2013 guidance are as follows: i) 18% loan growth 
(20% in TRY loans, 13% in FC loans), ii) 17% deposit growth and the continuation of 
the funding diversification, iii) NIM to remain stable or a slight contraction, iv) 17% 
fee growth, v) 9% growth in operational expenses, vi) Specific CoR to remain flat.  
 
39. Pegasus tax fine threatens other Turkish airlines  
Erste 
February 11, 2013 
 
According to local daily Vatan, the tax authority levied aTRY80mn tax fine on 
Pegasus Airlines, Turkey's second largest airlines on the grounds that the company 
miscalculated the VAT on aircraft purchases through financial leasing for the period 
of Jan 1, 2008 - August 1, 2008. Reportedly, the aforementioned tax fine raised 
concerns on whether or not other sector players, including Turkish Airlines, could be 
subject to a similar tax fine.  
 
Based on the current legislation, the 1% VAT is calculated on aircraft deliveries 
through financial leasing. However, just for the period of Jan 1-Aug 2008, the VAT 
rate was raised to 18% and then pulled down to 1%. According to Vatan, tax officials 
levied the tax fine only for those deliveries which took place within this period. As far 
as we understood, if there should be a valid concern for Turkish Airlines, it should be 
relevant for those aircraft deliveries acquired through financial leasing and added to 
its fleet in the first eight months of 2008. More importantly, Turkish Airlines should 
have applied the 1% VAT rather than 18%. Although, we do not think that there 
should be a material concern for Turkish Airlines and tax fine for Pegasus is not a 
proxy for Turkish Airlines, we still consider that the news could be perceived as 
negative.  
 
40. Teknosa - Spectacular top-line performance at the expense of gross 
margin erosion  
Erste 
February 14, 2013 
 
Teknosa has announced a TRY 17mn net profit in its 4Q12 financials, thereby 
exceeding both our estimate and the market consensus, which were standing at 
TRY13.2mn and TRY11.8mn, respectively.  
 
Deviation at the bottom-line is attributable to the company's better than expected 
top-line performance. Despite the 131bps q/q erosion in its gross margin, we 
perceive Teknosa's last quarter results to be strong as the company managed to 
broadly maintain its EBITDA margin and kept its focus on cash flow generation by 
generating TRY244mn in free cash flow (i.e. 32% of quarterly sales).  
 
In light of the announced results and management's recent 2013e guidance, we are 
not planning to make material changes to our model assumptions, but certain 
adjustments can be an issue. We reiterate our 'Buy' recommendation with a 12M 



target share price of TRY10.8, which relies on quite a conservative set of 
assumptions.  
 
41. Turkey Terrorism Law Should Reduce Risk to Market Access  
Fitch 
February 12, 2013 
 
Turkey's adoption of anti-terrorism financing legislation last week reduces the risk of 
suspension from the Financial Action Task Force (FATF), which could have disrupted 
access to financial markets for Turkish entities including the sovereign, Fitch Ratings 
says.  
 
Had it restricted market access, FATF suspension could have increased Turkey's 
vulnerability to an external financing shock and reduced the benefits it has received 
from its strong fiscal financing options and debt-management capacity, and its well-
established international capital market access. FATF had set a deadline of 22 
February for Turkey to adopt legislation.  
 
Turkey's low savings rate means it needs to run current account deficits and secure 
external funding to finance investment and growth. The country has been able to roll 
over debt and attract net inflows despite volatile external conditions during the 
financial and eurozone sovereign debt crises.  
 
Nevertheless, net short-term and portfolio debt forms the largest proportion of 
current account deficit financing, while the FDI share remains moderate. However, as 
we said when we upgraded Turkey to investment grade last year, we have grown 
more confident that Turkey could cope with a severe shock without suffering a full-
blown financial or sovereign debt crisis.  
 
We upgraded Turkey to 'BBB-' from 'BB+' in November, citing a combination of 
reduced, near-term macro-financial risks as the economy heads for a soft landing 
and underlying credit strengths including moderate government debt, a sound 
banking system and favourable growth prospects. One of our key assumptions was 
that FATF membership would not be suspended, or that if membership were 
suspended it did not result in countermeasures that prevented Turkish entities 
accessing international financing.  
 
The FATF, which sets international standards for combating money laundering and 
terrorist financing, had said it would suspend Turkey's membership on 22 February 
unless the country adopted legislation "to adequately remedy deficiencies in its 
terrorist financing offence" and "to establish an adequate legal framework for 
identifying and freezing terrorist assets." While there is no precedent for suspension, 
the FATF lists avoiding the risk of sanctions "or other action by the international 
community" as one of the benefits of implementing its recommendations.  
 
42. Turkey proposes higher limit for deposit insurance  
Erste 
February 11, 2013 
 
The Savings Deposit Insurance Fund (SDIF) prepared a draft decree, which 
envisages increasing the limit of the deposit insurance coverage to TRY100,000 from 
TRY50,000 and has sent it to the Prime Ministry for approval.  
 



As of 9M12, total deposits, which were within the deposit insurance coverage, stood 
at TRY181bn and 39% of the savings deposits were covered by the deposit insurance 
fund. Currently, banks pay SDIF premiums according to the formula, which takes 
into account capital strength, asset quality, profitability, liquidity, the BRSA's rating 
and other risk factors. Based on the outcome of the aforementioned formula, SDIF 
premiums vary between 11-19bp of the deposits subject to insurance and on the top 
of these figures, the scale factor is added. While computing the scale factor, the 
operating scale is computed by adding assets, non-cash loans and guarantees, 
excluding the recoverable commitments. If the operating scale is higher than 
TRY120bn, then two basis points are added to the SDIF premiums and if the 
operating scale is between TRY50-120bn, then one basis point is added. In 2Q12, 
banks paid a ca.TRY250mn SDIF premium, indicating a SDIF premium-to-deposits 
ratio of ca.15bp, on average.  
 
With regards to the implications of the draft decree on banks' profitability, we do not 
know the size of the incremental deposits that will be subject to the deposit 
insurance coverage, however, in order to make a rough estimate, we made the 
following analysis. As of November 2012, 23% of the saving deposits was below the 
TRY50K level, and deposits between TRY50-250K were 30% of the savings deposit 
base. Hence, for each 5% share in savings deposits, banks will pay ca.TRY53mn in 
additional premiums in a quarter, which will be equivalent to TRY214mn on an 
annual basis and this will form 0.8% of the banking system's estimated earnings for 
2013.  
 
43. Turkish Airlines reports a promising start to 2013 
Erste 
February 14, 2013 
 
Turkish Airlines has announced its January 2013 traffic results. The key takeaway 
from the results is the 327bps improvement in the passenger load factor as this 
suggests the highest load factor ever recorded in January and justifies the change in 
the company's business model (i.e. from 'point-to-point carrier to 'hub & spoke') as 
the first months of the year used to be weak periods for Turkish Airlines due to 
seasonality. However, the company's growing network and the fact that each route 
feeds the other, is leading to significant jumps in the company's load factor even in 
the first months of the year. 
 
Although it could be too early to arrive at broad conclusion, the 327bps y/y 
improvement in the load factor can be taken as an early indicator that the company 
could surpass its current 110bps improvement guidance for the full year in 2013. 
 
The 3.2mn passengers carried in January 2012 represents 23% y/y growth, much 
better than the management's initial full year guidance of 15% y/y growth. The 
growth in international routes was much better than the overall growth as the 
company registered 33% y/y passenger growth on the international front thanks 
mainly to the 42% y/y increase in intl' to intl' transfer passengers. The largest 
passenger growth was in the South America routes thanks to the initiation of flights 
to Buenos Aires on top of Sao Paolo, while the biggest load factor improvement was 
observed in the Far East routes. 
 
We are unsure if the company can sustain the high January figures for the rest of the 
year. It is likely that we will still observe growth in all aspects, but with a declining 



trend due mainly to the high base effect and the initial negative consequences of 
newly opened destinations. 
 
All in all, we welcome the announced traffic results for January and we expect them 
to have a positive impact on share performance. 
 
As a recent development, according to CNBC-e newswire, the government of Nijer 
announced that they will establish a joint partnership between their national carrier 
and Turkish Airlines. Accordingly, 51% of the company will belong to the Niger 
government, while the remaining 49% will be held by Turkish Airlines. No details 
regarding the size of the planned partnership are available for the time being. We 
always have hesitations about Turkish Airlines' intention for international inorganic 
growth opportunities as we consider organic growth to be a better option for THY and 
believe Turkish Airlines' main focus should be on organic growth. Our first perception 
is that a portion of this move could be explained by Turkish Airlines' aggressive 
growth targets in Africa, which by the way coincide with the Turkish government's 
growing political relations with the region. 
 
On the other hand, we are currently reviewing our model assumptions and our 
current target share price ahead of THY's 4Q12 results. It is very likely that we will 
revise our target price upward, while maintaining our 'Buy' recommendation for the 
stock. 
 
44. Turkish fund flows sag sharply  
Erste 
February 15, 2013 
 
The standard portfolio channels suffered the most sizeable weekly outflow since mid- 
2012. There were USD 1.2bn in outflows during the week of February 8, driven 
mainly by the bond market.  
 
Foreign investors sold an eye-catching USD 1.1bn in the local bond market during 
the week of February 8, reversing the previous week's similar size inflows. 
Accordingly, cumulative inflows have declined to USD 1.7bn so far this year in the 
bond market.  
 
The equity market suffered USD 133mn in outflows during the week of February 8 - 
the second consecutive week of outflows. Y-t-d inflows have declined to USD 81mn 
in the equity market. On the other hand, there was USD 89mn in inflows to the 
Eurobonds, which carried the y-t-d inflow figure to USD 0.5bn.  
 



 
45. Turkish grocers to miss out as domestic demand revives 
Erste 
February 15, 2013 
 
We expect that the low interest rate and inflation environment will put pressure on 
the top-line and margin performances of all sector players in 2013 and anticipate 
that the actual beneficiary of the revival in domestic consumption will likely be non-
food retailers. We incorporate our lower cost of capital assumption in our valuations 
ahead of the 4Q12 results along with the changes to our forecasts. We find the 
current trading levels of listed food retailers not attractive, excluding Migros, but the 
defensive nature of the sector may still keep interest alive in the event that there is 
any further market sell-off. 
 
Not the prime beneficiary. We do not expect a material rebound in food and 
beverage (F&B) and tobacco consumption in 2013e, which followed flat trend in 
2012e. Our higher GDP growth assumption supported by our expectation of a revival 
in domestic consumption for 2013e when compared to 2012e, is likely to trigger big 
ticket and discretionary item purchases, but is likely to have a relatively limited 
positive impact on F&B and tobacco consumption.  
 
Low interest rate & inflation environment are the main macro themes. The low 
interest rate and inflation environment will limit the speed of the consolidation in the 
sector as many small and mid-sized retail chains, which are running their operations 
with tiny margins and are not capable of generating sufficient cash flow to finance 
their store expansion plans, will pursue growth with external financing, suggesting 
the prevalence of stiff competition. Thus, no material margin improvement should be 
expected for retailers.  
 
4Q12 earnings season. We do not expect any positive surprise from the companies 
under our coverage regarding their 4Q12 results, while we may see certain negative 
surprises. Specifically, lower than expected top-line growth for Bim and disappointing 



bottom-line performance for the rest (i.e. Bizim, Kiler and Migros) could surprise the 
market. However, the negative impact of such a development on share performances 
could be limited as eyes will focus on 2013e expectations.  
 
Valuations are not too attractive, but the sector is still an outperformer candidate. 
We find current the trading levels of Turkish food retailers, including wholesaler 
Bizim Toptan, not attractive and we have just one 'Buy' recommendation (i.e. 
Migros) among the four stocks under our coverage. However, in case we observe a 
further sell-off in the market, the sector can still grab investors' attention on the 
back of its relative strengths (e.g. low beta, predictability in revenues, earnings and 
cash flow generation ability).  
 
We still favor Migros. Our top-pick is still Migros. We consider the stock's huge cash 
flow generation ability and limited downside risks thanks mainly to shareholder's 
stake sale expectations, valuable assets in the current market environment. We 
downgrade our 'Buy' recommendation for Bizim Toptan to 'Hold' after the stock 
delivers a 22% increase following our latest upgrade. We like the company's long-
term story, but are also aware of the negative consequences of the change in its 
business model. We maintain our 'Hold' rating for Bim, which not only promises the 
largest top-line and EBITDA growth for the next five years, but also trades at the 
richest multiples accordingly. Our downward revised target price for Kiler, which was 
down 5% after our latest 'Reduce' call and lacking any catalyst other than an M&A 
story implies 3% downside and still deserves a 'Reduce' rating 
 
46. Vakifbank releases a strong set of numbers as expected  
Erste 
February 15, 2013 
 
Vakifbank posted its 4Q12 results with TRY 451mn in net earnings which was in line 
with our TRY 449mn estimate and slightly higher than the TRY 421mn consensus 
estimate. The announced bottom-line figure pointed to 48% q/q growth, mainly 
driven by core banking revenues, namely net interest income and fee income, and 
trading income. We maintain our estimates and our Hold rating for the moment. 
Based on yesterday_s closing price, Vakifbank trades at 8.1x of its 2013E earnings 
and a 2013E P/BV multiple of 0.87x.  
 
The key takeaways of the results are as follows: Lending activities: Total loans grew 
by 5.8% q/q on the back of surging TL loans, +7.3% q/q in 4Q12. Growth was 
mainly driven by the corporate and commercial segment and to a lesser extent by 
retail loans. We suspect the corporate and commercial loan growth has taken place 
at the end of the quarter as average loan yields declined by 41bp q/q and 9bp q/q 
for TL and FX loans, respectively.  
 
Funding activities: Deposit growth was at 5% q/q thanks to the strong growth 
attained in TL deposits, +8.5% q/q. As the funding source diversification continued 
in 4Q12, Vakifbank increased its exposure to money market funding and increased 
its share in the total funding base by 22bp q/q to 8.1%. Deposit costs declined by 
119bp q/q in TL accounts, while for FX deposits, the decline was limited to 23bp q/q.  
 
Margins: The sharp decline in deposit costs led Vakifbank to report its highest 
quarterly NIM at 6.1%, +117bp q/q, causing the NII to grow by 28% y/y in 4Q12. In 
2012, Vakifbank_s NIM improved by 90bp y/y to 4.9%. In 4Q12, Vakifbank booked 
TRY 72.6mn higher interest income due to the accounting change associated with 



certain securities held under the Available for Sale portfolio. If we were to adjust for 
this accounting change, then its 4Q12 NIM would be 5.80% and its 2012 NIM would 
be 4.80%.  
 
Fee income: We think that the fourth quarter_s most important takeaway is the fee 
income generation. After experiencing sharp y/y declines in 9M12, Vakifbank 
attained 15% y/y growth in 4Q12, which resulted in a 20% y/y contraction in fee 
income in 2012. Strong growth in fee income was mainly attributable to higher fees 
generated from SME and retail banking activities as well as the TRY19mn 
restatements associated with the appraisal fees. Provisions: In 4Q12, the specific 
cost of risk increased by 66bp q/q to 181bp, mainly due to the ageing effect of the 
NPLs and accordingly, the gross cost of risk deteriorated by 73bp q/q to 235bp. The 
gross NPL ratio rose by 12bp q/q to 3.86%, while the bank increased the NPL 
coverage by 58bp q/q to 90.3%. Separately, security provisions have been inflated 
by TRY72.6mn as a result of the aforementioned accounting change.  
 
Non-recurring items: Super-strong trading gains, TRY172mn in 4Q12 vs. TRY47mn in 
3Q12, lifted the bottom-line in 4Q12 as Vakifbank registered trading gains from 
capital markets transactions. On the other hand, provision write-backs, which are 
booked under the other income line, slipped to TRY80mn from TRY97mn a quarter 
ago.  
 
2013 Guidance: Management remains upbeat for 2013 and estimates 10% y/y asset 
growth. In lending activities, management guides for high teen loan growth and as 
Vakifbank will tap into the bond market more heavily and diversify its funding base, 
deposit growth will be around ca.10% y/y, which will be driven by TL deposits. 
Regarding the margin outlook, management expects to see NIM compression up to 
20bp y/y in 2013. The 50% y/y fee income growth target for 2013 surprised us as 
management expects the partial elimination of the negative effects of the accrual 
method that has changed last year and also plans to implement fees on certain 
banking products and services. On the operating expenses growth, management 
expects a 17-18% y/y increase as a result of the greater operating scale, namely 
branches and employees, as well as higher advertisement expenses. As for 
provisioning, management anticipates the current level of the cost risk to be 
maintained in 2013. Lastly, management_s 2013 ROE guidance appears to be 14% 
or slightly higher.  
 

CE STOCKS 
47. AAA Auto to be delist in Prague and Budapest 
Erste 
February 15, 2013 
 
AAA Auto called an EGM for March 29 to vote on delisting its shares from the Prague 
and Budapest exchanges. (AAA Auto) According to the Hungarian law, it seems that 
the company has to make a mandatory offer to buyback the minority shareholders, 
while the tender offer in the Czech Republic is only voluntary. The management 
board will have 18M period (September 2014) to repurchase the shares. The offer 
will be in the range EUR 0.1-4 per share. The lowest limit for the tender is most 
likely the 6M average price on BSE, which is close to HUF 250 now (EUR 0.86).  
 
48. Bogdanka to pay out at least PLN 4.0 DPS  
Erste 



February 13, 2013 
 
Bogdanka's CEO said that the 4Q12 net result will be close to zero and that the 
company would like to pay out at least a PLN 4 per share dividend (approx. 3% DY). 
Bogdanka signed a deal for the purchase of a plow system from Caterpillar, which 
will allow the company to increase its annual output to 11 Mt. The equipment will be 
delivered to Bogdanka by the end of June 2014.  
 
The indicated zero net income in 4Q12 is more or less in line with our (PLN 16mn) 
and market expectations, as Bogdanka experienced geological problems in 
October/November and should book some one-offs. DPS at PLN 4.0/share would be 
stable y/y, and with a 46% PoR above Bogdanka's earlier target of a 30% PoR. 
Bogdanka has a comfortable balance sheet and is capable of an even higher PoR.  
 
49. Dana Gas went below 5% in MOL 
Equilor 
February 14, 2013 
 
After the share sale last week Dana Gas and its parent company Crescent 
Petroleum's stake in MOL decreased to 4.45%, according to the announcement of 
MOL. We expect further state-sale from Dana after the 3-month lock-up started last 
Friday (Feb 8). This can bring pressure on MOL in the future. 
 
50. Egis bottom line well above expectations 
Equilor 
February 13, 2013 
 
Egis has beaten even the most optimistic expectations on its bottom line in Q1 2013. 
Net profit came out at HUF 6.58bn vs. forecast of HUF 5.21bn (Portfolio consensus) 
meaning 23.5% y/y increase. Bottom line has been helped by a one-off tax 
deductible of HUF 0,77bn but adjusted net profit has even outperformed 
expectations. Net financials on q/q HUF depreciation and the low base (due to 
Hungaropharma-related write-downs) has also helped the net profit's y/y 
performance. 
 
Revenues slightly missed expectations by 0.9%. Nevertheless a 3% y/y growth has 
still been achieved thanks to outstanding performance on the Russian and the CIS 
markets despite unfavourable FX price movements (3% y/y Forint appreciation vs. 
Rubles) and heavy drop on Hungarian market. 
Russian revenues have increased by 8% y/y in RUB terms (5% in HUF) thanks to 
launching new products and increasing some product's prices. CIS and Ukraine 
growth reached 59% y/y in EUR terms (49% in HUF) thanks to the low base as one 
medicines' turnover had been excluded in Q1 2012. Domestic revenues eroded by 
20% y/y due to introduction of the blind bidding in Hungary that lead to numerous 
drug price reductions. EBIT has also outperformed expectations increasing by 1.6% 
y/y vs. the forecasted 9.6% y/y drop. 
 
In December 2012, Hungarian Parliament has indefinitely expanded the effect of tax 
deductibles on R&D expenses, up to 90% of total special tax allowances (medical 
representative fee and special pharma tax). Thus Egis could have deducted a HUF 
770mn tax amount during the period, in aware of FY 2012 R&D spending. This has 
also helped EBIT and net profit as the special taxes are accounted among other and 
commercial expenses. 



 
Earlier Egis' management has doubled DPS in its proposal to HUF 240 from HUF 120 
last year. Nevertheless this means 1.3% dividend yield, significantly lower than 
sector peers (Richter has 1.9% dividend yield). Egis is said to take a significant 
acquisition this year helped by its huge (HUF 5,000 per share) net cash amount that 
can boost revenues by double digit. 
 
EQ COMMENT: Share price may continue significant upward movement today on the 
news expanding Monday's appreciation. Considering the low EV/EBITDA of 3.1 (vs. 
7.0 sector average) and its growth potential on its export markets, we think that 
Egis is fundamentally undervalued. 
 
51. KGHM report offers overly conservative forecasts 
JPMorgan 
February 12, 2013 
 
KGHM released today a technical report prepared by a mining consultancy firm. The 
report focuses on technical assessment of KGHM's Polish mines' geology and 
operations, containing a lot of interesting, backward-looking detail, but we would not 
use it as a valuable source of future operational forecasts, given unexplained 
conservatism on future volume assumptions, and little added-value on costs and 
capex forecasts. 
 
_ Resource estimate in line. Operational reserves estimates (proven and probable) 
under Canadian standards of 18.62 mn metric tones of Cu (using an average copper 
grade of 1.58%), and Ag reserves estimates in the same category of 1,805 mn troy 
ounces (using an average silver grade of 48g/t) are broadly in line with operational 
resource estimates under local standards.  
 
_ Volume forecast overly conservative. We would not use the consultancy forecast of 
copper and silver volumes as a base for our estimates due to an unexplained degree 
of conservatism. During the last 5 years KGHM mined on average 29.7mn tones of 
ore per annum, containing on average 958mn lbs Cu in concentrate. The consultancy 
forecast for 2012-16 is using the same ore volume assumptions, but only 921mn lbs 
of Cu, implying a 4% lower recovery, with no structural changes in the deposit 
structure and production method. The forecast for silver is even more conservative, 
with average annual Ag content in concentrate forecast of 34.1mn troz, 23% below 
the past 5 yrs' average of 44.5 mn troz. There are no structural reasons given for 
the silver assumptions, on the contrary, future production from GGP deposits had 
been acknowledged to contain better silver grades vs. last 5 years production 
average.  
 
_ Cash costs projection forecast broadly in line with CPI. We note 2011-16E own 
mining unit cash costs forecast CAGR of 2.1% (re-based to PLN), which appears to 
be tracking inflation assumptions. We note 2007-11 CAGR of 4.8% in local currency.  
 
_ Capex inching higher in line. Planned capex for Polish mining and smelting 
operations over 2012-16 to average $600m per annum, up from $400 per annum 
last 5 yrs. This is in line with KGHM guidance and our model average for 2012-16. 
We think because of smelting unit modernization capex is set to peak over 2013-14E 
at PLN2.25-2.15bn.  
 



52. Komercni banka: 4Q12 net profit in line with our expectations but higher 
provisions  
Erste 
February 13, 2013 
 
Komercni banka reported 4Q12 results which were fully in line with our expectations 
and 6% above consensus estimates. The management will propose a dividend of 
CZK 230 per share (63% payout ratio and 6% dividend yield). The main divergence 
to our estimates came from 25% higher than expected provisions (+44% q/q) based 
on 10bp q/q higher NPL ratio of 5.8%. Net fee and commission income (+4% q/q, 
+2% y/y) was 6% better than we had expected, whereas the trading result was 6% 
below our forecasts. Net interest income (flat q/q, - 3.9% y/y) and operating costs 
(+9.6% q/q, -0.6% y/y) were in line with our expectations.  
 
53. MOL confirms exploration potential in Oman - neutral 
Equilor 
February 13, 2013 
 
Oman is a high-risk, high-reward area for exploration, but they stuck to their 
previous estimation of a reserve recovery potential (RRP) of 200mn barrel of this 
area, according to MOL's head of Oman operations. The RRP is yet in P10 state (10-
12% probability). 
 
Regarding the group upstream portfolio, Oman accounts for only 1/8 of the targets 
and commercial production is expected only around 2017-18. For comparison, 
Iraq/Kurdistan has more than 43% weight in the portfolio and production may start 
in 2014/2017. Neutral for the trading. 
 
54. PZU dividend payment: all in? 
Equilor 
February 14, 2013 
 
PZU planned to pay close to 100% of its 2012 standalone profit in dividend, 
according to PZU CEO. However, the government imposed dividend caps last 
November applying to mother company results, not consolidated results, leaving 
profits of the wholly-owned life insurance unit out of reach. Therefore, PZU will be 
allowed to pay only 80% of net profit as dividend instead of the 100%. This means 
about 32 PLN per share instead of 39 PLN per share (7.8% dividend yield). 
 
55. PZU to cut headcount by 5.5% 
bne 
February 13, 2013 
 
Poland's biggest insurer PZU announced on February 13 that it plans to cut up to 630 
jobs in the second quarter as part of its ongoing restructuring drive. 
 
The company said that the board has approved a plan in which 3,145 employees at 
PZU and subsidiary PZU Life will be affected by the overall the restructuring process. 
On top of that 5.5% of the workforce "will be affected by downsizing," it said. 
 



The final number of employees affected by the restructuring, together with the 
related costs and savings, will be known following consultation with unions, the 
company added. PZU will book the charges related to the restructuring in 2012.  
 
Last year, the state-controlled insurer, which has been restructuring since 2009, 
announced plains to lay off 376 employees.  
 
The slowdown in the Polish economy over the past six months has been largely 
driven by a sharp fall in the domestic demand that had previously helped it to outgun 
most of Europe through the crisis. Spiking unemployment is the main underlying 
cause of the slowdown. 
 
56. TPSA 2013 outlook 
JPMorgan 
February 14, 2013 
 
Yesterday, TPSA provided very cautious 2013 cash flow guidance, which we believe 
implies a ~20% drop in EBITDA and tangible risk to FT consensus expectations. 
Today, the regulator published the results of the 1800MHz auction. We believe the 
auction result (the smallest operator adding 30MHz to its capacity) underscores a 
cautious outlook for the Polish market. More spectrum is to be auctioned later in the 
year. DT generates ~3% of its EBITDA in Poland and has spectrum costs elsewhere.  
 
_ TPSA guidance implications: Taking account of capex, interest, working capital, and 
restructuring costs, yesterday's guidance of >PLN0.8bn 'organic free cash flow' 
(excluding spectrum payments) implies EBITDA in a region of PLN3.5bn-4bn, in our 
view (was PLN4.85bn in 2012). The implied EBITDA decline would be of similar 
magnitude to that in Q4 2012 (-20%). Management did not guide for 2014, due to a 
perceived lack of visibility.  
 
_ Mobile competition, MTR cuts: In the conference call, TPSA highlighted MTR cuts 
(which have to be passed on in the fixed line) and mobile broadband substitution, 
due to aggressive competitor offers. P4's spectrum purchases would seem to put this 
aggressive challenger into an even better position to provide cheap data. P4 already 
has 10MHz of 900MHz, and 30MHz of 2.1GHz spectrum, plus an opportunity to add 
further to holdings in the remaining 2013 auctions.  
 
_ FT read: While FT (TPSA 9% of consolidated EBITDA) yesterday clarified that the 
TPSA profit warning had no impact on their dividend commitments and 2013 financial 
outlook (provided late October), we note FT did not guide on 2013 EBITDA (only on 
>€7bn operating FCF after 'close to €8bn in 2012). Hence, we believe the readacross 
to FT is cautious, suggesting ~€0.2bn risk to consolidated 2013 EBITDA, compared 
to company-provided consensus (other things equal). In our last detailed FT report, 
on 31 Jan, we had highlighted that, in our view, material 2013/2014 EBITDA risk is 
not confined to domestic mobile.  
 
_ DT read: Poland accounts for ~3% of DT's proportionate EBITDA. DT faces 2013 
spectrum auctions in a number of markets including the Czech Republic (ongoing), 
Hungary, Slovakia, Poland, Bulgaria, Austria. DT also has to pay €911m for NL 
spectrum and its 50% JV EE could pay >£1bn for UK spectrum (Q3 net debt of 
£1.3bn, ~1x EBITDA). DT spent €0.1bn in today's auction, acquiring 20MHz of 1800 
spectrum, but there is one more auction. If Poland amounted to €0.2bn-3bn in total, 
NL €911m, Austria €0.2bn, and assuming €0.4bn for the remainder, we would see 



DT spend close to €2bn in 2012, even ex UK, Germany, US. In 2012, DT spent 
€0.5bn. We currently adjust our 'underlying' DT FCF for €0.4bn spectrum pa.  
 
57. TPSA - A lost cause?  
Renaissance Capital 
February 13, 2013 
 
   FY12 results hit hard. TPSA's FY12 results, issued yesterday (12 February), saw 
the stock drop 30% in early trading, and close down 28%. Given management 
guidance on the numbers, we find it difficult to see any sign of recovery. FY12 
margins were significantly lower than we had expected, with the business in general 
- particularly mobile - underperforming. We believe two specific factors underpinned 
the market's negative reaction: TPSA halved its proposed 2012 dividend for the 
second time in five months, after the company had already reduced it to PLN1/sh 
from PLN1.5/sh and guided for organic FCF (ex. spectrum acquisitions) of PLN800mn 
for FY13 (our forecast was 3.5x higher), on the back of a significant deterioration in 
revenues for 2013 (-10% YoY zloty-based, we forecast). Moreover, management 
said the company, and the market, would be in a "transformational" phase for the 
next two years, with "stabilisation" only expected in 2015. To us, this statement 
sounds like TPSA capitulating to the negative industry backdrop: despite the MTR 
cuts ending in FY14, and hence the pricing environment becoming more rational, a 
second phase of fixed-to-mobile (F2M) cannibalisation is likely, we believe - this time 
in data.  
 
   Mobile suffering, taking away cash. TPSA's mobile market share has dropped below 
30% in value terms, having declined for two years. The fiercely competitive Polish 
market, with an increasing number of unlimited packages, is also suffering from 
ongoing MTR cuts, with Poland aiming to get to EU-proposed levels a year earlier 
than required: hence another cut in July 2013 (-50%) to PLN0.04/min after cuts in 
January 2013 (-33%) and July 2012 (-11%). The expected 800 MHz frequency 
auction (TPSA did not win any block in 1,800 MHz spectrum), the need to renew the 
900 MHz frequencies in 2014 and the risk of EU fine payments are all dragging cash 
flows away from normal capex and reducing FCF.  
 
   Fixed line was also weak, as we had expected (especially in 4Q12, with revenue 
down 13%) on the back of line losses (-10% YoY) and a 4% ARPU decline; although 
relatively healthy broadband ARPU supported the top line, as did wholesale and IT 
revenues. Still, we see no sign of a turnaround for the fixed-line business, and we 
expect further F2M substitution. TPSA announced the merger of its business (with 
mobile subsidiary Polska Telefonia Komorkowa) and potential headcount cuts, 
although these are likely to be marginal as it has already unified many functions.  
 
   Key takeaways: Management announced measures to stabilise margins and cash 
flows: an asset review with potential sales (e.g. Wirtualna Polska), increased 
economies from network sharing (with T-Mobile) and other opex-reducing measures. 
Still, FCF guidance of PLN800mn appears too low to us: on lower revenues, we 
expect PLN1.2bn of organic FCF. We expect FY13 spending to remain moderate, in 
line with management guidance of c. PLN2bn, meaning 16% of revenues (a 12-13% 
ratio in line with industry norms is TPSA's long-term target which will be reached 
beyond FY15, we estimate). A one-off frequency payment (an additional 16% of 
revenues in 2013E and 6% in 2014E) and an EU Commission fine of 1% of revenue 
could also burn cash. On the top line, another takeaway is the negative read across 
for the CE3 incumbents, especially Telefonica O2 CZ (SELL, TP CZK315, current price 



CZK346), which faces a similarly harsh competitive environment and the ongoing 
auction procedure (with the threat of cash-rich PPF entering the segment).  
 
   The bottom line. Dividends, which we would see as the main attraction of the 
stock, are no longer a factor. The yield on PLN0.5/share is only 6%, so unless the 
stock falls to PLN5, the normalised 10% yield of the past three years is unachievable. 
A fundamental turnaround or better financial results are unlikely, in our view, at 
least until MTR cuts are over. We reiterate our SELL rating and cut our TP to PLN7.8 
(from PLN10.5).  
 
 


