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Recovery on the way...
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... with private demand gradually improving
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Fiscal stimulus financed with new borrowings
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Larger fiscal deficit, higher financial needs

Consolidated budget (including Pension Fund deficit), UAH bn Share of
2009 7m 2010 planned 2010F
baseline optimistic
scenario scenario
Revenues 273 176 54% 308 329
Tax revenues 208 133 50% 247 267
Non-tax and other revenues 65 43 69% 62 62
Expenditures 324 202 53% 382 382
including Pension Fund deficit 16 27 27
Deficit (including Pension Fund) 51 26 49% 74 53
% GDP 5.5% n/a 6.9% 4.9%
Financing
(excluding bank recapitalization) 51 74 53
External borrowing 44 14 14
Disbursement 57 36 36
Amortization -13 -23 -23
Domestic borrowing 7 53 32
Disbursement 18 70 49
Amortization -11 -17 -17
Change in cash balances -1 2 2
Privatization 1 6 6
Memo
GDP, UAH bn 915 1063 1083
State debt, UAH bn 212 325 305
Bank recapitalization 20 20 20
Naftogaz deficit recapitalization 24 10 10

Sources: Haver, MoF, Citi Investment Research and Analysis



While banking sector looks overliquid...
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...Its appetite for bonds is constrained by asset growth stagnation
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The NBU'’s ability to monetize domestic bonds appears limited
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140.0

120.0 A

100.0 A

80.0 1

60.0 -

40.0 A

20.0 -

0.0

0T das
oTbny
0T InC
ot ung
0T Aei
0T Jdv
0T /el
0T 9o
0T uer
60 920
60 AON
60 100
60 das
60 Bny
60 InC
60 unp
60 AeiN
60 Jdv
60 JeiN
60 094
60 uer
80920
80 AON
80100
80 das
80 bny
80 InC
80 unp
80 Aey
80 Jdv
80 JeiN
80 0o

80 uer

E Non residents

B Others

B NBU O Banks

citi

Sources: Haver, NBU, Citi Investment Research and Analysis



Government debt repayment schedule
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Risks are tilted towards an increase in domestic yields
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Inflation accelerates on gas price indexation in August
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Money supply to add pressure on consumer prices in 2011
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Current account to turn negative in 4Q-1Q
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NBU to prevent sharp moves in hryvnia for the rest of 2010
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High external debt repayments could shake UAH stability
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BoP suggests moderate weakening of hryvnia in 2011

2009 2010F 2011F

Current Account -1,8 -0,2 -2,2

Trade Balance -4.7 -5,8 -7,1
Capital Account T 119 1,0 1,3
Overall Balance r -13.7 0,8 0,9
Increase in FX reserves g -5.1 472 51
Errors and omissions 0,4 0,0 0,0
Net IMF financing (including
exceptional financing to the
Government) 8,2 3,4 6,0

UAH/USD, avg 7,79 7,94 8,05

Sources: NBU, Citi Investment Research and Analysis



VAT Bonds - new instrument

available on the Ukrainian Market
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VAT Bonds - new instrument available on the Ukrainian Market

4 tranches of VAT bonds issued by the Ministry of Finance in Government bonds ownership (%) as of 27
August-September on the total amount of UAH 16.4 billion P ( 0)
(USD 2.07 billion) September 2010

Nominal value of VAT bond is UAH 1,000 each, the payment 19% 20%
of yield and depreciation will take place every half year with
the maturity in 2015

BBG Ticker UKRVB

@ Local Banks

W Exporters

Discount down from 20-22% range at inception to current 14-
16% depending on the ticket size

Citibank prices available on BBG (CIUA)
So far 20% of VAT bonds turnaround covered by Citi
Daily volumes USD 12.65- 37.9 million, mainly OTC

® Non residents
Investors

61%

USD $ 7.9 bill Government bonds ownership, VAT Bonds Inclusive

VAT Bonds Issue 5,356

4,646

4501.66 4,509

O Local Banks
B Exporters
0O Non residents

30-Aug-10 01-Sep-10 06-Sep-10 10-Sep-10 15-Sep-10 20-Sep-10 27-Sep-10 CI tl




Custody & Brokerage Services in Citl Ukraine
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Citi's Custody Services Offering and Approach

Citi in Ukraine — 100t Country for Citi

PJSC “Citibank (Ukraine)” operates in Ukraine
since 1998 as a 100%-owned subsidiary of Citi

Citibank (Ukraine) is part of Citi's EMEA region
(Europe, Middle East and Africa), which includes
54 countries, with regional headquarters in
London

One of the largest FX market participants

One of the largest banks offering cash clearing
services as well as a wide range of financial
products to foreign and domestic clients in
Ukraine

In the SFS framework the following products have

been launched in 2009:

CitiDirect for Securities
Cross Border Custody Services
Escrow Services

Fixed Income Brokerage

Securities and Fund Services

Full Range of DCC Services supported in Ukraine:

Securities clearing and settlement
Safekeeping

Comprehensive SWIFT reporting
Corporate actions

Income collection

Full proxy services

Foreign Exchange

MIS Reporting

Cash Management

Market information services

Tax relief at source or reclaim services

Active member of advocacy groups promoting investors
interests among regulatory bodies in Ukraine:

Ukraine Best Market Practices Group

Securities Commission Committee on Ukrainian Stock
Market Development Strategy

American Chamber of Commerce

Self Regulating Organisation (P.A.R.D)

European Business Association 7\



GTS Ukraine SFS Contact List

o For any further information on Citi’'s Custody service in Ukraine please note our team'’s contact
details

o Our team works closely with your Citi Relationship Manager and may also be contacted through that
channel

o Our team closely manages the implementations of new clients onto our services and has received
very positive feedback on our support for implementation and portfolio transition

Olesia Piatchanina Olga Lebedyeva Patrick O’'Neill
Securities Country Manager SFS Operations Head GTS Head
Securities and Fund Services Securities and Fund Services Tel +38 044 490 1006

Global Transaction Services Global Transaction Services patrick.oneill@citi.com
Tel +38 044 499 27 14 Tel +38 044 499 27 00

olesia.piatchanina@citi.com olga.lebedyeva@citi.com
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