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Parex Eastern European Bond Fund

Objective and Investment Strategy

A F u n dbjective

F u n dlgestive is to achieve long-term capital growth by investing in short-term
and long-term debt securities issued or guaranteed by governments,
municipalities, central banks and credit institutions of the Eastern European
countries as well as corporate debt securities

A Investment Strategy

The F u n dinvestment portfolio is diversified across investments in different
currencies and countries, therefore ensuring the highest investment security and
protection against movements in the value of the F u n da8sets, typical to
investments in securities of a single currency or country
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Parex Eastern European Bond Fund

Investment Process

A continuous recording of any buy/sell trade ideas

A Weekly meeting of analysts and portfolio managers
I Purpose to organize and coordinate weekly work of analysts and portfolio managers
I Review of buy and sell ideas
A Identify freshly generated ideas for further investigation
A Decision on ideas previously put forth for further research
I Portfolio and fair spread review
A Weekly review of portfolio movers
A Update of fair spreads based on Mo o d dadas
A Comparison of actual and fair spreads

A Investment universe overview (bi-weekly to monthly)
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Parex Eastern European Bond Fund

Investment Process

New issues Internal investment univers Third party researc
review (bl-weekly)
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Idea screening for further mvestlgatlon (weekly meetlng’-

. = Weekly agenda for analysts

Internal rating assigne Internal rating revised ]
L. Fair spread aSS|gned spread reassessed

ndervalued =>include InT Overvalued =>include inT

buy-list sell list
PORTFOLIO ................................ Weekly portfolio
movers review
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Parex Eastern European Bond Fund

Portfolio Characteristics and Performance *

Fundos Characteristics : : :
Indexed performance since inception

Date of inception 12/03/2003
Compliance status UCITS Il 155 /
145
Domicile Latvia
Currency USD 195 / \ /
Investment manager Parex Asset Management 115 M/"’ /
Fund size USD 17.20 min 105 /.VA/”'\’/ /
Management fee 1.50% p.a. 95
85 T T T T T T
o)
Load fee 1.00% Mar-03  May-04  Jun-05 Aug-06 Oct-07 Dec-08 Feb-10
ISIN code LVV0000400125
Custodian Parex Banka Performance 28/02/10
Issue/Redemption Daily
o . YTD 5.67%
Distribution Dividends Reinvested
im. 1.84%
: 3m. 7.51%
Ratios 1Year 3Years ’
_ 6m. 14.93%
Sharpe Ratio** 5.95 0.47
1 year 77.21%
*%k%
Max Drawdown 2.67% 25.80% Since Inception 54.70%
Annualized Since Inception 6.46% | rni—
*as at 28/02/2010

** - LIBOR USD 3M 5
*** Max Drawdown is calculated as the max drop of 30D roll return



Parex Eastern European Bond Fund

Portfolio Characteristics and Performance

Statistics Top 10 Holdings
Bonds Average Duration 2.20
. i Alfa Bank (Ukraine ISS) 13% 30/07/2012 4.84%
Bonds Average Yield to Maturity 9.10% _ _
Privatbank JSC Commercial Bank 8% 06/02/2012 4.73%
GAZPROM INTL SA (GAZPROM) 7.2% 01/02/2020 4.69%
Instrument Breakdown KazakhGold Group Ltd 9.4% 06/11/2013 4.57%
Raspadskaya 7.5% 22/05/2012 4.53%
Corporate
bonds 93.44% Severstal OAO 9.8% 29/07/2013 4.41%
CenterCredit International BV 8% 02/02/2011 4.34%
Cash 5.10% Bank of Georgia JSC 9% 08/02/2012 4.21%
Azowstal Iron & Steel Works PJSC 9.1% 28/02/2011 3.79%
Sovereign Bond § 1.46% LOCKO-Bank 10% 01/03/2010 3.62%
TOTAL: 43.72%

Portfolio Breakdown by Country of Operation Portfolio Breakdown by Currency

Russia 38.34%

Kazakhstan 20.57% USD 91.46%
Ukraine 20.51%
Latvia 11.16%
Georgia RUR 8.54%
Estonia A B E AL

ASSEXT
MANAGE M ENT

Croatia

*asat 28/02/2010 6



Parex Eastern European Bond Fund

Fund Management Team

Andris Kotans, Fund Manager

Mr. Andris Kotans, Senior Fund Manager, is managing majority of PAM fixed income investment
funds. His regional area of expertise is Eastern European and CIS debt markets. Mr. Kotans
joined Parex Asset Management in October 2007. Prior to that, he was a portfolio manager at
Hansa Investment Funds managing Central and Eastern European local currency bonds. Mr.
Kotans is a CFA charter holder. He has received a Master's degree in economics from Central
European University in Budapest and his Bachelor's degree in economics and business
administration from Stockholm School of Economics in Riga.

Edgars Lao, Fund Analyst

Mr. Edgars Lao, Fixed Income Analyst, is mainly responsible for credit analysis of Eastern
European and CIS corporate bond issuers. Mr. Lao joined Parex Asset Management in
December of 2007. Prior to that he worked as an analyst in the Credit department of Latvijas
Krajbanka. Mr. Lao holds a B a ¢ h e Hegreedirs BA from School of Business and Finance and
currently is acquiring his MBA in Riga Business School. He is also a CFA programme candidate.

Igors Danilovs, Fund Analyst

Mr. Igors Danilovs, Fixed Income Analyst, is mainly responsible for credit analysis of
CEE and CIS corporate bond issuers. Mr. Danilovs has been with Parex Asset
Management since June 2007. He received his B a ¢ h e HegreedrsEconomics and
Business Administration from Stockholm School of Economics in Riga, and is
currently a CFA programme candidate. S
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Eastern European Region

In Focus

Our definition of Eastern Europe consists
of the following countries:

Albania, Belarus, Bosnia and Herzegovina,
Bulgaria, Croatia, Czech Republic, Estonia,
Hungary, Latvia, Lithuania, Poland, Republic of
Moldova, Romania, Russia, Serbia,
Montenegro, Slovakia, Slovenia, The former
Yugoslav Rep. Of Macedonia, Turkey, Ukraine,
Kazakhstan, Azerbaijan, Georgia

Population: 400 million people
Territory: 19 million km2

Nominal GDP of U 3,564 billion
Strong earnings growth as a result of
economic growth

Improving corporate governance
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Developing market infrastructure to participate in economic development

Our primary focus on CIS due to generally more appealing risk/reward

opportunities
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Eastern European Region

Biggest Eastern European Economies T A Closer Look

Russia -

A Among BRIC countries Ru s s ie@riosic was hit hardest by the crisis due to massive capital outflow
and consumer oriented sector collapse

A The government took various measures to support the economy, including gradual ruble devaluation,
implementing quantitative easing policy, banking sector recapitalization and specific actions aimed to
support selected industries

A The recent statistics points to fragile revival of manufacturing and local consumption, while fixed
investment activity remains subdued
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Source: The Central Bank of the Russian Federation, Focus Economics 10



Eastern European Region

Biggest Eastern European Economies T A Closer Look

Russia -

A Ru s s intarpasional reserves are third largest in the world 7 $436 billion

A Total Ru s s iextednal debt is estimated around $470 billion at the end of 2009, while government
accounts for less than 7% of the total external debt

A However, the government plans to borrow up to $65 billion in 3 years time on external debt markets,

A

which seems overestimated at oil price above $65/bbl
Russian sovereign is rated investment-grade by all rating agencies
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Source: The Central Bank of the Russian Federation, Focus Economics 11



Eastern European Region

Biggest Eastern European Economies T A Closer Look

Ukraine |

A Due to the global liquidity squeeze and a collapse of world steel market Ukraine faced negative
pressures on its currency, external position, economic growth and solvency, but was granted a $16.4b
loan from the IMF to tackle the issues

A steel market started to recover in spring 2009 and more efficient Ukrainian steelmakers moved to
profitability in July/August. By February 2010, steel sector increased its production to 80% of pre-
crisis levels. Further steel market recovery would significantly improve U k r a icredit prsfile

A Banking sector fell in deep crisis during recession, however central bank managed to successfully
restored liquidity. The sector continues to struggle with NPLs, as well as foreign redemptions, as FX
credit markets continue to be closed for domestically-owned banks
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Eastern European Region

Biggest Eastern European Economies T A Closer Look

Ukraine |

A Ukrainian external debt stands at $75b in the corporate sector and at $24b in the public sector. Loan
from the IMF is expected to cover the estimated $17b financing gap. In a combination with around
$18b in CB reserves it provides a safety buffer for the economy

A Banking system restructuring agreed with IMF is under way with total capital to be injected in the
system standing at UAH 44b ($5.5b, 2-3% of GDP). World Bank ordered another audit of banking
system, which could require difficult equity injections in case of some banks

A Ukraine is rated below investment grade by international rating agencies
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Eastern European Region

Biggest Eastern European Economies T A Closer Look

Kazakhstan | ‘

A In 2008 and 1H09 economic growth stagnated, primarily due to extremely unfavorable external
environment. This also resulted in lower CPI figures. In 2H09 Kazakhstan saw strong recovery
resulting in GDP growth of 1% for 2009, meaning the country is the best performing economy in the
FSU region

A Resource-rich Kazakhstan has accumulated considerable international reserves ($25.8b in January
2010) along with a sizable National Oil Fund ($24.6b in January 2010). Both reserve pools are
currently increasing mostly due to favorable oil market environment.

A To support banking system and economy the government promised $10b of direct and $11b of
indirect injections
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Eastern European Region

Biggest Eastern European Economies T A Closer Look

Kazakhstan ’ ‘

A Restructuring of top banks BTA and Alliance is progressing, creditors are being offered up to 60%
haircuts. Once the restructuring is completed, K a z a k h shanking &ector will be largely icl eano,
deleveraged and overprovisioned

A oil price stabilization around $70/bbl allows Kazakhstan to generate substantial positive external cash

flows

A The economy of Kazakhstan entered credit crisis much earlier than other CIS economies and could

be one of the first to exit

A Despite negative rating actions, Kazakhstan sovereign still holds investment grade credit rating by all

major rating agencies
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Eastern European Region

Russian Debt Markets Overview

Russia has by far the largest bond market in CIS

The market volume collapsed in mid-2008 due to closed primary market for several months. Since the
beginning of 2009, rapid revival of new issuances is observed

A Recently, most dynamic growth has taken place in corporate debt sectors, especially on domestic market
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Russia bond market capitalization, bnUSD
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Source: www.cbonds.info 16






