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Common wisdom and the state of economy

|.  Loss of access to external financial markets/financial stability risks
ll. Scale of economic activity has decline & current stage of adjustment
lll. Inflationary pressure and monetary policy stance

I\VV. Impact on fiscal buffers and international reserves
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|. Dealing with a capital flow sudden stop: scale of the challeng'e"']'

= Total foreign debt has come down from USD680.1bn to USD521.6bn in 1yr

= Headline estimates of debt are misleading: for corporates significant part of the
debt is due to direct investors (“thin capitalization”), related parties

= CBR supports smoothening of debt redemptions by extending access to FX
liquidity through repo, loans backed by credit to key exporters

Debt redemptions manageable, set to decline Less than 50% of external corp debt is foreign.
ccy denominated debt to non-direct investors
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|. Dealing with a capital flow sudden stop: rapid external

adjustment

= External adjustment comes primarily through imports contraction, down 40-50%
YoY with approximately equal fall in both consumption and investment goods

= Total current account is expected to reach USD62-65bn in 2015 or >5% GDP
= Share of non-oil&gas exports to remain 30-40%

Current account/GDP is expected to exceed 5% in  World Bank expects Russiato sustain robust CA

2015 in the medium term
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Il. Floating exchange rate cushions the blow from commodity ’ . x

prices decline g ¥

» Real exchange rate depreciation that was brought about by the transition to floating
exchange rate decreases stress on real economy: output and employment

= Main gauges of economic activity are relatively stable comparing to the previous slowdown
episodes: IP bottomed out at -5.5% in March recovering to -3.7% YoY in September, GDP
passed the lowest point in the mid-3Q15 recovering to -3.8% YoY in September

GDP declines -4.6% YoY in 2Q15 vs -11.2% YoY in Profit rates were supported by ruble weakness

2009 reaching 38% YoY in 1H15
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lll. Exchange rate pass-through to prices has run its course and . x

weak household demand pushes inflation lower o g ¥

= [nflation has picked at 16.9% in March and since than has been on a downward trend

» Modest pace of disinflation is mostly optical as most of the current inflation has been
accumulated during late 2014 — early 2015 thus a rapid decline of the headline inflation is
expected on the back of the high base effect

= Other factors weigh on price growth: public sector wage indexation freeze , declining real

income
The bulk of inflation shock has been incurred Nominal wages gfrowth converge to inflation
during late 4Q14 -1Q15, normalizing since then target providing Tor sustainable disinflation
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V. Fiscal policy outlook and reserve fund mechanics

= The fiscal policy stance remains tight: federal deficit/GDP at 3% for 2017 and declining

= The bulk of the deficit is financed from the sovereign funds, local net issuance is expected at
RUB390bn (USD6.3bn).

= Fiscal consolidation on many fronts: civil employees wages frozen for 2"d year in a row,
pension indexation at the level of inflation target materially below actual inflation rate

= Pension system reform on the agenda: means-tested payments, adjusting pension age

Sovereign funds and international reserves Sovereign funds spending does not affect
volume of int. reserves ...
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Disclosures

Important Disclosures

The information and opinions contained within VTB Capital Research are prepared by JSC VTB Capital. As used in this disclosure section, "VTB Capital" includes JSC
VTB Capital, VTB Capital Plc and their affiliates as necessary.

VTB Capital and/or any of its worldwide affiliates which operate outside of the USA (collectively, the “VTB Group”) do and seek to do business with companies covered in
their research reports. Thus, investors should be aware that the VTB Group may have a conflict of interest that could affect the objectivity of this research report. Investors
should consider this research report as only a single factor in making their investment decision.

Where an issuer referred to in this report is not included in the disclosure table, the issuer is either considered not to be covered by VTB Capital Research, or the reference
is considered to be incidental and therefore the issuer is not a subject company within this report.

Issuer Specific Disclosures

Important disclosures and equity rating histories regarding the company (companies) that is (are) the subject of this report can be found at
http://research.vtbcapital.com/ServicePages/files/VTB+Capital+Research+Issuer+Specific+Disclosures20150930.pdf

Analysts Certification

The research analysts whose names appear on research reports prepared by VTB Capital certify that: i) all of the views expressed in the research report accurately reflect
their personal views about the subject security or issuer, and ii) no part of the research analysts’ compensation was, is, or will be directly or indirectly related to the specific
recommendations or views expressed by the research analysts in research reports that are prepared by VTB Capital.

The research analysts whose names appears on research reports prepared by VTB Capital received compensation that is based upon various factors including VTB
Capital’s total revenues, a portion of which are generated by VTB Capital’s investment banking activities.

Investment Ratings

VTB Capital uses a three-tiered recommendation system for stocks under coverage: Buy, Hold, or Sell.

BUY: 12-month target price exceeds the market price by 20% or more (as of the publishing date)

HOLD: 12-month target price is no less than the market price but does not exceed it by more than 20% (as of the publishing date)

SELL: 12-month target price is below the market price (as of the publishing date)

RESTRICTED: In certain circumstances, VTB Capital is not able to communicate issuer ratings due to internal policy and/or law and regulations.

UNDER REVIEW: In the event that significant information about an issuer is due to be announced or is expected to become public in the foreseeable future, an analyst
might place the relevant issuer Under Review. This means that the analyst is reviewing, but not currently altering, the previously published rating while waiting for the
impending information.
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Disclosures

Notwithstanding the above, VTB Capital may from time to time issue recommendations predicated on a different time horizon (such as short term trading
recommendations) to that which is described above. Where VTB Capital issues such a recommendation, the use of an alternative time horizon for the purpose of
formulating such recommendation, may result in differences between such recommendation and any investment rating published in accordance with the

recommendation system described above.
The below table details the distribution of VTB Capital’s Investment Ratings on the basis of the three-tier recommendation system described above.

VTB Capital Ratings Distribution

Investment Rating Distribution Ratings Distribution for Investment Banking Relationships

Buy 50 29% Buy 8 53%

Hold 75 43% Hold 2 13%

Sell 44 25% Sell 3 20%

Restricted 1 1% Restricted 1 7%

Not Rated 0% Not Rated 0 0%

Under Review 4 2% Under Review 1 7%
174 15

Source: VTB Capital Research as at 30 September 2015

Price Targets
VTB Capital Research employs a Discounted Cash Flow (DCF) model as its principal valuation framework for estimating the fair and target prices of stocks. The central
metric is fair current Enterprise Value (EV), which is obtained on the basis of Free Cash Flow to Firm (FCFF) discounted at a constant company-specific Weighted

Average Cost of Capital (WACC).

Conflicts Management Arrangements

VTB Capital Research has been published in accordance with our conflict management arrangements, which are available at
http://research.vtbcapital.com/ServicePages/Files/Col+Arrangements+Research.pdf.
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In the United Kingdom this report is approved and/or communicated by VTB Capital plc London, a member of the London Stock Exchange and authorized by the Prudential Regulation Authority and regulated by the
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