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Monthly investment view

February 2010

In February the stock market was quite
controversial. Negative background was caused
mainly by difficult situation in Greece, as well as
intensified risks in Portugal. In these countries
the budget deficit reached the 10% level of
GDP. Euro fell down and in the second half of
the month trades on the Ukrainian interbank
currency market were held at 10,7510-10,7585
UAH.

U.S. Dow Jones, Standart & Poors 500 and
NASDAQ stock indexes were similar — they
practically collapsed at the end of the first week
of the month, then won back lost positions and
flat.

The most important monthly news are: China's
central bank decided to increase reservation
rates up to 16,5%, which indicates an intention
of authorities to restrain lending and slightly
reduce business activity of the country because
of fears of new financial bubbles; publication of
data on GDP growth of the European Union
which was only 0.1% in the Q4 of 2009, which is
below analysts' expectations; increase of the
discount rate for 0,25% to 0,75% by the FRS;
sales decreasing on the primary (-11%) and
secondary (-7 %) U.S. real estate market. Also
bad news on increasing payments of
unemployment benefits were published by the
US Ministry of Labour. Not better were data on
consumers’ sentiments. The only thing that
helped to restore stock indices growth was
increase of oil prices and dollar strengthening
against the sovereign problems in the Euro
zone. Volatility on the U.S. market was partly
caused by corporate news. Thus, the growth of
incomes was declared by such companies as
BP. UPS. Dow Chemical. Whirlnool. Lexmark.
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Pfazer Inc., Time Warner, News Corp. and
others. However, many European companies,
by contrast, showed results below analysts'
expectations.

"OTP Classic"

February 2010 brought income in the amount of
2.09%, which is 25.08% per annum, to the
investors of the "OTP Classic" mutual
investment fund. Price of one share amounted
to UAH 1,042.13 on March the 1st. The part of
cash assets increased in the Fund structure.
Now bonds and deposits are equally performed
in the Fund assets. 23.49% of the portfolio
assets are invested into G-bonds, 12.27% - into
municipal bonds, and the rest (14.24%) are in
corporate securities.

Thus, the "OTP Classic" fund is an excellent
example of the Money Market Fund, which
provides yield higher than on savings deposits,
providing everyday liquidity for its investors. This
fund is recommended for  short-term
investments.

“OTP Balanced”

This fund has shown an excellent growth in
February - yield of 8.28% (which is similar to
99.36% per annum). The price of one "OTP
Balanced" certificate as of March 1st amounted
UAH 1179.87. In February the structure of the
Fund portfolio was increased by shares - up to
48.18% (compared with 44.16% in January).
Assets are primarily invested into metallurgical
companies, machine-building sector, chemical
industry and energy sector companies. The
remaining assets consist of deposits, money on
savings accounts (totally 23.78%) and bonds
(28.04%).

"OTP Dynamic"

Price of one "OTP Dynamic" fund's share
increased up to UAH 1148.03 in January. Yield
for the month amounted to 13.29%. Net asset
value as of March 1st was UAH 1.71 million.
This high growth (159.48% APR) Fund was able
to show by increasing the shares part in the
portfolio to 73.87%. The part of bonds amounted
to 16.37% of assets, and cash assets consist
only 8.71%, which correspond to the Fund's
investment strategy.

Stocks
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Stocks

In February the Ukrainian stock market has

shown better results than the Western
markets. During the fall of world indexes our
market showed only a slight correction and
was sideways. But after that the indexes tried
to reach their record levels. Last week the
Ukrainian indexes also finished with growth
against the backdrop of positive corporate
reporting of the energy sector, as well as
information on growth of energy consumption
and forecasted increase of wholesale energy
prices. As a result the month finished with the
PFTS index growth at 12.69% and UB at
8.68%. As of March the 1st their values
reached 707.27 and 1802.59 respectively.
The banking sector was mainly supported by
the redemption of blocking share holding at
nominal value UAH 10 per share by
Commerzbank, the main shareholder of Forum
bank.
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Excellent growth was shown by the stocks of
the Northern and Poltava GOK, as well as
regional energy operators. The leaders of
growth in February were Zaporozhskyi
Ferroalloy Plant, Pharmak, Northern GOK and
UkrGasBank.

As always, "blue chips" have proved their
value. Good results were demonstrated by
Azovstal, Alchevsk Iron and Steel, Motor Sich,
as well as by the banking sector shares - as
the aforementioned "Forum" and securities of
Raiffeisen Bank Aval and Ukrsotsbank. Thus,
high volatility was seen in the first echelon,
and it helps favourably play for short periods.
This month was good also for AvtoKrAZ
shares - for one trading day they have rose for
10.97%. And news about possible privatization
of state-owned Luhanskteplovoz in March has
caused increase of its shares’ quotes at
18.75% for the day. In general, total increase
of trades this month has demonstrated interest

Dynamic of PFTS Index*

to the market both domestic and foreign
investors.

The market reacted not very active on the
results of the presidential elections. In the first
half of the month quotations range was mainly
influenced by external news background from
the Western stock exchanges, and at the end
of the month increase was caused by activity
of the investors on the domestic stock market
after the end of judicial proceedings
concerning the legitimacy of the presidential
elections and start of the political stabilization
in the country.
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Bonds & deposits

February 2010 could be characterized as full
of events in the bond market. Spread index
EMBI + Ukraine (shows how the profitability of
the Ukrainian bond differs from the US one)
has narrowed from 776.00 at the beginning of
the month to the level of 701.00 on the 1st of
March, which is a historical minimum. Since
19th of February, the Financial Ministry of
Ukraine has concluded agreements with 8
from 11 banks on obtaining exclusive rights to
participate in auctions on G-bonds placement.
This list includes Raiffeisen Bank Aval, ING
Bank Ukraine, Oschadbank, Erste Bank,
Ukrgazbank, UkrSibbank, UniCredit Bank and
OTP Bank. During February yield on G-bonds
has decreased from 26% at the beginning of
this month to 18% -19% at the end. Moreover,
large yield was proposed by the Financial
Ministry on short-term securities. Total the

Ministry of Finance has drawn 3. 86 billion
UAH with G-bonds for February.

Five-year credit default swaps of Ukraine
(CDS 5Y) reached a historical minimum in
February. Quotations were at the level of 850-
980 bp and closed the month at the lowest
point.

Balances on the bank correspondent
accounts slightly decreased in comparison
with the last month and moved along the
sinusoidal schedule. Within the last days of
the month their size reached 18.05 billion
UAH. Rate KIEBID overnight at the same time
increased from 0.37% to 1.32%.

According to the National Bank of Ukraine, the
average rate on deposits in national currency
amounted to 13.09% in February.
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The interbank credit market shown different
rates changes. At 7-day loans the rate has
changed slightly during the month, reaching a
minimum at 3.25% per annum, then increased
to 7.5%, and finally returned to the 4% level.
Price of monthly loans slowly decreased,
showing a slight increase in the last day.
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* - chart based on data from www.bank.gov.ua

** - chart based on data from www.finance.ua




