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GDP growth dynamics: slowdown continues

Russia GDP growth dynamics, yoy Russia’s key economic indicators
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The most recent data from Rosstat suggests that the economy continued to slow down in 2Q14 as GDP growth
decelerated to 0.8 yoy after exhibiting 0.9% growth yoy in 1Q14.

£ Industrial production accelerated to 2.5 yoy in 2Q14 ...

. mainly on the back of ruble depreciation, with higher production from export-oriented industries, namely metals
I ion, chemicals and refining

main driver of growth of past several years, consumption, continued to decelerate with its proxy, retail sales,
L‘moderating to 1.9 yoy in Q2 2014 from 3.5 yoy in 1Q14 and 3.7 yoy in 2013.
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Sovereign funds: bastions of macro stability -

Russia’s sovereign funds, USDbn

2013 2014

2010 2011 2012
m National Well-Being Fund, USDbn

2007 2008 2009
@ Stabilisation Fund, USDbn m Reserve Fund, USDbn

Source: Ministry of Finance, Deutsche Bank

At the peak, June 2009, the size of the two oil funds amounted to USD220bn
After the crisis, the two funds were reduced to slightly above USD110bn

.'iy

As of now thg total size of the two funds is close to USD 180 bn
of Economy estimates the amount of the Reserve Fund at 7% GDP by 2017, if the favorable conditions persist

e long term.
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Top-down modernization: megaprojects

Russia’s megaprojects
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Sochi provided an important impetus to growth in Southern Russia

Another infrastructural “hot spot” is the Russian Far East (one of the most depressed regions in Russia currently).

Overall, about RUB560bn are to be directed to the renovation of Trans Siberian and Baikal-Amur railways.

onger term, the most important event will likely be the 2018 FIFA World Cup...

s well as development of new Moscow areas.
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Public infrastructure: decrepit and in need of repair

Infrastructure segment Main features
Railways
Railcar park (years) average age 16 years vs. useful economic life of 38 years
Locomotives (years) average age 27 years vs. useful economic life of 35 years
Average speed of cargo trains 220km per day
Bottlenecks (km) 7,600km or 8.9% of total
Highways
Hard surface (%) 80% of total
Up to international standards 5% to total
Requiring capital repairs 65% of total
Bottlenecks, km 13,000km or approximately 27% of total
Housing
Rundown rate (%) 3.00%
Housing stock 2000-2012 CAGR 1.5%, 2005-2012 CAGR 1.8%
Floor space per capita, sq,m 23.4

Public utilities
Fullyd ed 40.8% in 2012

Source: Rosstat, Ministry of Transport, Ministry of Economy, Vedomosti, Kommersant, Deutsche Bank
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Infrastructure stimulus set to be unleashed

Projects financed from National Well-being fund

National Wellbeing Fund (RUB2.9tr

BAM, Transsib Central Ring Road KyzyI-!(urgagmo
rail road

RUB150bn RUB150bn RUB86bN

Source: Vedomosti, Interfax, Lenta’ru, RBC, Ministry of Economy, Ministry of Finance, Deutsche Bank
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RUB12bn

RUB27bn

Nuclear Plant
Hanhikivi

RUB116bn
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External sector: net capital flows decelerate

Net Capital Flows, USDbn FDI, USDbn (adjusted to Rosneft/TNK-BP deal)
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In Q1 2014 Russia witnessed the second highest net capital outflow in all of its history, with net outflows reaching
USD49bn (the previous high was USD130bn in Q4 2008)

< In Q2 2014 net outflows decelerated to USD25.8bn, providing scope for some recovery in the ruble and fixed
investment growth

le of “capital flight” associated with the so-called suspicious/shadow operations has declined in H1 2014 to
3.6bn compared to USD17.4bn in H1 2013

U
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CBR: inflation is the main concern

Monetary policy interest rates CPI dynamics by components
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Source: Central Bank of Russia, Bloomberg Finance LP, Deutsche Bank Source: Rosstat, Deutsche Bank

Inflation is currently the main macroeconomic concern for the CBR, with 12-month CPI reaching 7.6% in the first half of
August 2014 ...

. ... which is significantly above the 5% level set by the CBR earlier this year as its target

One of the key factors stoking inflationary pressures is ruble depreciation

er acute concern is food sanctions imposed by Russian government against US, EU, Norwegian, Australian and
adian importers
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CBR: Ruble flexibility to increase

RUB/BASK targeted band and interventions International Reserves, USDbn
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Due to the sharp RUB depreciation in 1Q14, CBR increased cumulative interventions to USD1.5bn (every USD1.5bn sold
led to a 5 kopecks shift in the targeted interval), then made it discretionary. In July, the CBR decreased the scale of
cumulative interventions to USD1bn, which signaled a gradual return to the principles of greater exchange rate
flexibility and inflation-targeting

In midsAugust CBR W|dened the band range from RUB/BASK7.0 to RUB/BASK9.0 with no interventions inside the range
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Rapid deceleration of capital outflows

Scenario

Description

Capital Flight,

USD/RUB

military operation in eastern Ukraine is discontinued. Russia does not

uUSDbn

scenariol/
Sell i!“-

intervention and an escalation in sanctions against Russia

Optimistic . .
scenario/ send troops_ to easte_rn Ukraine, withdraws troops_ from t_he bor_der gnd USD80-90bn >1 yoy RUB/USD33-34
Bu eastern regions receive greater autonomy after discussions with Kiev
y authorities
Base-case military operation in the eastern part of Ukraine continues, with
scenario/ discussions on decentralization providing greater autonomy to the USD100-120bn 0.5-1 yoy RUB/USD34-35
Neutral regions. Russia does not intervene militarily in eastern Ukraine
Pessimistic military operation in Ukraine escalates and expands to other regions,
scenario/ discussions on decentralization break down and Russia facing further USD130-150bn -1-2 yoy RUB/USD36-37
Sell rounds of sanctions from the West
Most
pessimistic military escalation in eastern Ukraine triggers Russia’s military >USD200bn -4 yoy RUB/USD44-45

T
=
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Conclusion: drivers and risks
y 4

Drivers at the macro level:
Economic stimulus via use of sovereign funds
Improvements in state companies’ operational efficiency

Infrastructure development

Risks:

Geopolitical risk and the escalation of sanctions
Global economy backdrop: renewed global slowdown
A wrong paradigm of modernization that targets higher spending rather than higher efficiency

Politics overshadows economic priorities/reform agenda

-t
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Il. International Companies Doing Business in Russia
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Increased levels of uncertainty influence business climate*

Current situation

Current crisis dynamics

= Significantly weaker economic environment even before the Ukrainian crisis

= First indicators of a serious economic crisis

Uncertainty influences level of activity of market participants

German companies

Russian companies

* Planned investment rescheduled .
= Test of possible options to
diversify .
= Financing resources scarce and
expensive =

Domestic market

Inflation, Ruble devaluation,
decreasing wages

Uncertain future
developments

,Flight“ in high value fixed
assets

Operate ,,at sight”
Reluctant in investment
planning

Turnover affected both in
positive and negative
direction

—

*So?ce: Deutsch-Russischen Auslandshandelskammer und EAC- Euro Asia Consulting 000
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German Business in Russia: Survey Results*

Do sanctions impact your business?

How do you rate current economic
situation in Russia?

H 3%
M Recessive = Yes
Bad No
[ Stable
B Good
Does the Ukrainian situation directly How will develop t.urnover of m will not change
impact your business? your company until the year end? Hupto+10%
8%_4% Hupto +30%
H up to + 50%
“Yes M up to more than +50%
No H down - 10%
down - 30%
down - 50%

" 3% m 3%

down more than - 50%

16




Survey Results*

What measures you will be forced What framework conditions are most
to take in current economic environment? tangible for you?
M no specific m slow enconomic
m 8% o o
. 8% measures W 9% m 8% development
= 8% I projects' m 10% m weak Ruble
cancellation

m staff layoff M access to financing

M exiting Russian B import ban

market

M |ocalization M protectionism

M partial work day = 10% B competitive conditions
/ work week and procedures

How do you evaluate potential of the Russian
market from a long term perspective

m 3,3%__ ® 04% i very high
high

M medium

m declining

o low
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Construction sector less affected thanks to government investment

and will return into positive territory in 2016*
Construction industry (bn EUR) 2013 - 2017

CAGR
3,1% ,4% -1,0%
Mrd. EUR -3,5% 3,5% _—
3,0%
° -4,5%

® Market stabilised due to strong demand in residential real estate
® Active involvement of state construction programmes and investment projects

® Planned infrastructure projects most likely to be delayed until 2015/16

,,Best case”

,Base case”

,Worst case”

\ ,:."i ® Long-term impuls can be expected from 2018 FIFA Worldcup and Moscow city expansion

~

* Source: Deutsch-Russischen Auslandshandelskammer und EAC- Euro Asia Consulting 000
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Market snapshots - Commercial and residential building*

USD 1.6 bn invested in commercial real estate in Q1 and 2 (minus 57% against Q1/2 2013)

Long term attractiveness of Moscow area (new ring road)

High lease rates (ca 100% higher than in Central and Eastern Europe), albeit decreasing levels

Large scale projects to transform former industry areas into commercial and residential areas (Moskvich, Zil)
Overcapacities in office space: 2014: 1million sqm new space in Moscow

Special trend: sports facilities. Moscow: 38 new projects until 2016

Residential real estate: headwinds — after 13% growth in 2013 now lower real income and rising interest rates

Industrial construction: energy and automotive industries — ongoing projects

-@f

* Source: GTAI
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Market snapshots - Infrastructure*

Rescheduled or shifted projects

Moscow: public transport, park-and-ride projects, Metro

High speed railway projects under discussion (Moscow-Kazan)

Government support for significant rail and road projects (Siberia, Moscow Ring)

New projects in natural resources: energy, mining in Eastern regions

* Source: GTAI

Deutsche Bank
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Market snapshots - Construction materials: lower growth
P ;
expectations®

Lower demand, rising energy and transportation cost in Russia
Competition from China

However: still growing production capacities

* Source: GTAI
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IIl. Deutsche Bank in Russia
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Deutsche Bank in Russia

Deutsche Bank fully acquired

Deutsche Bank Ltd (Russia) was Deutsche Bank acquired Deutsche UFG Capital
_ established remaining 60% in UFG Management
[ e, P » )
otvee Darts - 2 : .
[g"gi’(;',ﬁ”;,"“' ! @ < g Deutsche Bank acquired 40% Repres;ntatlve oﬁ;ce in St.
: b 4 S ES Petersburg opene
|
Deutsche Bank got license to FennEdhe ek
open first representative office calahes G

of a foreign bank in Moscow

Group in Russia

Deutsche Bank AG led the first
major large German USSR
export finance consortium

\_‘

Deutsche Bank and Strabag
create real estate joint venture

Started to offer Private Wealth

Management Services .
—10th anniversary of GT Group

188% 10th an
Deutsche Bank AG managed the in Russia
financing of metal pipes —NMove into 7,000sgm office
Deutsche Bank AG acquired supplied for the gas line from space on Nordstar Tower
stake in the Russian Bank for Russia to Eur=-3 - —GT staff exceeds 800 full-time

Foreign Trade in St. Petersburg; employees

‘ issues the first Russian Railway
bonds
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Deutsche Bank Product Offering for International Companies in

R u SS | a Product Offering

Financing

Corporate Treasury Sales

Cash Management

Trade Finance

% Securities Services
—
=

Short- and medium-term credit facilities

Financing of investments

Syndicated lending

ECA covered financing

Plain vanilla and Enhanced yield deposits
Structured Products

FX

Hedging strategies

Trade with sovereign, municipal and corporate bonds
Current/Deposit accounts in all tradable currencies
Overdrafts in RUB, EUR, USD and in other tradable currencies
Same day settlement for RUB payments

Customs Card

Liquidity management (RUB)

Cash Collection via Third-party provider (Inkakhran)
Documentary collections

Letters of Credit/Guarantees

Supplier finance

Receivables finance

Customs guarantees

Portfolio safekeeping

Corporate Trustee agency services

M&A operations/settlement

Deutsche Bank =
Corporaté Banking & Securities

L&



Regulatory Disclosures

1. Important Additional Conflict Disclosures
Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the “Disclosures Lookup” and “Legal” tabs. Investors are strongly encouraged to review this
information before investing.

2. Short-Term Trade Ideas
Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are consistent or inconsistent with Deutsche Bank’s existing longer term ratings. These trade ideas can be
found at the SOLAR link at http://gm.db.com.

3. Country-Specific Disclosures
Australia & New Zealand: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act and New Zealand Financial Advisors Act respectively.

Brazil: The views expressed above accurately reflect personal views of the authors about the subject company(ies) and its(their) securities, including in relation to Deutsche Bank. The compensation of the equity
research analyst(s) is indirectly affected by revenues deriving from the business and financial transactions of Deutsche Bank. In cases where at least one Brazil based analyst (identified by a phone number starting with
+55 country code) has taken part in the preparation of this research report, the Brazil based analyst whose name appears first assumes primary responsibility for its content from a Brazilian regulatory perspective and
for its compliance with CVM Instruction # 483.

EU countries: Disclosures relating to our obligations under MiFiD can be found at http://www.globalmarkets.db.com/riskdisclosures.

Japan: Disclosures under the Financial Instruments and Exchange Law: Company name - Deutsche Securities Inc. Registration number - Registered as a financial instruments dealer by the Head of the Kanto Local
Finance Bureau (Kinsho) No. 117. Member of associations: JSDA, Type Il Financial Instruments Firms Association, The Financial Futures Association of Japan, Japan Securities Investment Advisers Association.
Commissions and risks involved in stock transactions - for stock transactions, we charge stock commissions and consumption tax by multiplying the transaction amount by the commission rate agreed with each
customer. Stock transactions can lead to losses as a result of share price fluctuations and other factors. Transactions in foreign stocks can lead to additional losses stemming from foreign exchange fluctuations.
"Moody's", "Standard & Poor's", and "Fitch" mentioned in this report are not registered credit rating agencies in Japan unless “Japan” is specifically designated in the name of the entity. Reports on Japanese listed
companies not written by analysts of Deutsche Securities Inc. (DSI) are written by Deutsche Bank Group's analysts with the coverage companies specified by DSI.

Qatar: Deutsche Bank AG in the Qatar Financial Centre (registered no. 00032) is regulated by the Qatar Financial Centre Regulatory Authority. Deutsche Bank AG - QFC Branch may only undertake the financial services
activities that fall within the scope of its existing QFCRA license. Principal place of business in the QFC: Qatar Financial Centre, Tower, West Bay, Level 5, PO Box 14928, Doha, Qatar. This information has been distributed
by Deutsche Bank AG. Related financial products or services are only available to Business Customers, as defined by the Qatar Financial Centre Regulatory Authority.

Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute, any appraisal or evaluation activity requiring a license in the Russian Federation.
Kingdom of Saudi Arabia: Deutsche Securities Saudi Arabia LLC Company, (registered no. 07073-37) is regulated by the Capital Market Authority. Deutsche Securities Saudi Arabia may only undertake the financial

services activities that fall within the scope of its existing CMA license. Principal place of business in Saudi Arabia: King Fahad Road, Al Olaya District, P.O. Box 301809, Faisaliah Tower - 17th Floor, 11372 Riyadh, Saudi

Unlited Arab Emirates: che Bank AG in the Dubai International Financial Centre (registered no. 00045) is regulated by the Dubai Financial Services Authority. Deutsche Bank AG - DIFC Branch may only undertake the
finalcial servicgs, ies that fall within the scope of its existing DFSA license. Principal place of business in the DIFC: Dubai International Financial Centre, The Gate Village, Building 5, PO Box 504902, Dubai, U.A.E. This
inforlpat] en distributed by Deutsche Bank AG. Related financial products or services are only available to Professional Clients, as defined by the Dubai Financial Services Authority.
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Global Disclaimer

The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively "Deutsche Bank"). The information herein is believed to be reliable and has been obtained from public sources believed to be reliable. Deutsche Bank makes no representatio
n as to the accuracy or completeness of such information.

Deutsche Bank may engage in securities transactions, on a proprietary basis or otherwise, in a manner inconsistent with the view taken in this research report. In addition, others within Deutsche Bank, including strategists and sales staff, may take a view that is inconsistent with that taken i
n this research report.

Opinions, estimates and projections in this report constitute the current judgement of the author as of the date of this report. They do not necessarily reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche Bank has no obligation to update, modify or amen
d this report or to otherwise notify a recipient thereof in the event that any opinion, forecast or estimate set forth herein, changes or subsequently becomes inaccurate. Prices and availability of financial instruments are subject to change without notice. This report is provided for informatio
nal purposes only. It is not an offer or a solicitation of an offer to buy or sell any financial instruments or to participate in any particular trading strategy. Target prices are inherently imprecise and a product of the analyst judgement.

In August 2009, Deutsche Bank instituted a new policy whereby analysts may choose not to set or maintain a target price of certain issuers under coverage with a Hold rating. In particular, this will typically occur for "Hold" rated stocks having a market cap smaller than most other companies
in its sector or region. We believe that such policy will allow us to make best use of our resources. Please visit our website at http://gm.db.com to determine the target price of any stock.

The financial instruments discussed in this report may not be suitable for all investors and investors must make their own informed investment decisions. Stock transactions can lead to losses as a result of price fluctuations and other factors. Ifa financialinstrument is denominatedin a curr
ency other than an investor's currency, a change in exchange rates may adversely affect the investment. Past performance is not necessarily indicative of future results. Deutsche Bank may with respect to securities covered by this report, sell to or buy from customers on a principal basis, a
nd eonsider this report in deciding to trade on a proprietary basis.

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the investor's home jurisdiction. In the U.S. this report is approved and/or distributed by Deutsche Bank Securities Inc., a member of the NYSE, the NASD, NFA and SIPC. In Ger
many this report is roved and/or communicated by Deutsche Bank AG Frankfurt authorized by the BaFin. In the United Kingdom this report is approved and/or communicated by Deutsche Bank AG London, a member of the London Stock Exchange and regulated by the Financial Conduct
ct of investment business in the UK and authorized by the BaFin. This report is distributed in Hong Kong by Deutsche Bank AG, Hong Kong Branch, in Korea by Deutsche Securities Korea Co. This report is distributed in Singapore by Deutsche Bank AG, Singapore Branch
ies Asia Limited, Singapore Branch (One Raffles Quay #18-00 South Tower Singapore 048583, +65 6423 8001), and recipients in Singapore of this report are to contact Deutsche Bank AG, Singapore Branch or Deutsche Securities Asia Limited, Singapore Branch in respect of
rising from, or in connection with, this report. Where this reportis issued or promulgated in Singapore to a person who is not an accredited investor, expert investor or institutional investor (as defined in the applicable Singapore laws and regulations), Deutsche Bank AG, Singa
or Deutsche Securities Asia Limited, Singapore Branch accepts legal responsibility to such person for the contents of this report. In Japan this report is approved and/or distributed by Deutsche Securities Inc. The information contained in this report does not constitute the provisi
tment advice. In Australia, retail clients should obtain a copy of a Product Disclosure Statement (PDS) relating to any financial product referred to in this report and consider the PDS before making any decision about whether to acquire the product. Deutsche Bank AG Johannesbur
-orporated in the Federal Republic of Germany (Branch Register Number in South Africa: 1998/003298/10). Additional information relative to securities, other financial products or issuers discussed in this report is available upon request. This report may not be reproduced, distributed
or published by any person for any purpose without Deutsche Bank's prior written consent. Please cite source when quoting.
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