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RTS index support and resistance 
levels 

support resistance
1 1,750.8 1,798.1
2 1,706.1 1,818.6
3 1,700.0 1,821.0

  

Trader’s view 
The worsening background of external environment, such as the negatively closing 
primary foreign indices; was propelling Wednesday’s trades of Russian market to start 
through a slight fall. Aside of that – the criticism of US government of Russian 
government actions over Georgia-Ossetia conflict came up around the lunch break, 
further worsening the negative trend. Bad statistics of Eurozone pressured Russian 
stock market as well. Though the stocks to suffer the most were of oil & gas companies 
and banking sector, due to the outrunning growth of prices throughout last two days. 

RTS of the day ended at 1776.06 points, losing -1.54% of value to its prior closing. Top 
significant negative influence over the indicator has been made by stocks of: Sberbank 
(-4.3%), LUKOIL (-4.05%) and Gazprom (-2.86%). Slight support for index has been 
made by securities of: NOVATEK (+6.4%) and Norilsk Nickel (+2.42%). 

Wednesday’s turnover of classic RTS market totaled 43.8 mn USD. Whilst highest 
turnover volumes have been achieved by stocks of Norilsk Nickel (14.6 mn USD), 
Gazprom (13.4 mn USD) and LUKOIL (6.4 mn USD). 
It seems as if domestic market had once more retargeted from domestic problems 
towards external factors. US indices had demonstrated a weak, yet positive dynamics 
yesterday. Asian markets have closed up at a slight downfall. We think that RTS 
dynamics – backed by these factors, would be moderate, whereas the opening of 
trades should undergo under a negative vector. 
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Ferrous metallurgy NMLK 
NMLK buys John Maneely, a pipe company for 3.53 bn USD. 

Company profile 

Last price, USD 4.200 
Market capitalization, 
mn USD 25,172 
Ticker NLMK 
Fair value, USD 5.750 
Undervaluation, 
Overvaluation % 36.90 
Recommendation: 

ACCUMULATE 
  

NMLK has signed an agreement to buy John Maneely, a steel pipe manufacturing company from 
Carlyle Group and Zekelman family under 3.53 bn USD. The joint statement of NMLK and Carlyle 
indicates that the parties plan to close a deal in 4Q 2008. John Maneely is the owner of 11 plants, 
in USA and Canada, with total output more than of 3 mn tons of pipe products per year. 
Company’s revenue over 2008 is estimated near 3 bn USD. According to the results of 12 
months, John Maneely shipments totaled 2.1 mn tons of pipes, earning 2.4 bn USD of revenue, 
with EBITDA achieving 485 mn USD. 
The given purchase allows the company to enter a new product market (pipe products market) 
and strengthen its positions in the USA. Thus, NMLK possesses the assets in the USA, through 
joint venture with Duferco Group. Regarding the deal price: we do not think that the given 
purchase is either expensive or cheap for the company. P/S of the deal formed 1.47, P/EBITDA – 
7.28. Forecasted P/S forms 1.18. Given ratios comply with the industry average. However, 
company’ revenue is not high enough – EBITDA margin, according to 12 months results, formed 
20%, which is 2 times lower than NLMK’ revenue. We see the news as positive for company’s 
business and confirmed our “ACCUMULATE” recommendation on company’s securities. 

 Stanislav Fomenko 
SFomenko@veles-capital.ru 
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Quotes of Russian ADR vs. shares in RTS 
 

AFK Sistema SSA LI AFKS 20,00 London 33.900 -0.400 1.7 1.1 0.51 -1.17 -0.06 6,471 112
AFK Sistema KO71 GR AFKS 20,00 Frankfurt 26.034 0.128 1.3 1.1 - 0.49 -0.06 - 112

Aeroflot AETG GR AFLT 100 Frankfurt 304.348 0.101 3.043 3.000 - 0.03 - - -
Wimm-Bill-Dann WBD LI WBDF 1 London 16.000 - 16.000 47.000 - - - - -
Wimm-Bill-Dann WBD US WBDF 1 New York 80.990 0.170 80.990 47.000 - 0.21 - 19,417 -
Wimm-Bill-Dann WBPA GR WBDF 1 Frankfurt 79.966 0.163 79.966 47.000 - 0.20 - - -

Volgaelecom NZH GR NNSI 2 Frankfurt 5.968 0.012 2.984 3.200 - 0.20 - - -
Vimpelcom VIP US VIMP 1/4 New York 23.020 -0.420 460.40 420.00 - -1.79 - 83,332 -
Vimpelcom VIP GR VIMP 1/4 Frankfurt 22.811 -1.055 456.22 420.00 - -4.42 - 25 -
Gazprom OGZD LI GAZP 4 London 43.090 -1.380 10.772 10.850 -0.01 -3.10 -0.03 530,579 13,429
Gazprom OGZPY US GAZP 4 New York 43.550 -0.600 10.888 10.850 - -1.36 -0.03 - 13,429
Gazprom GAZ GR GAZP 4 Frankfurt 43.265 -1.028 10.816 10.850 -0.00 -2.32 -0.03 2,757 13,429

Golden Telecom GLDN US GLDN 1 New York 105.020 - 105.020 - - - - - -
Golden Telecom GT7 GR GLDN 1 Frankfurt 103.873 - 103.873 - - - - - -

EvrazHolding EVR LI - 1/3 London 79.900 1.700 239.700 - - 2.17 - 84,794 -
EvrazHolding HK1A GR - 1/3 Frankfurt 78.176 0.011 234.527 - - 0.01 - 4 -
Irkutskenergo IKSGY US IRGZ 50 New York - - - 0.680 - - - - -
Irkutskenergo IRK GR IRGZ 50 Frankfurt - - - 0.680 - - - - -
Kuzbasenergo KUW GR KZBE 10 Frankfurt 22.382 - 2.238 2.500 - - - - -

Lenenergo LNO GR LSNG 80 Frankfurt 35.460 - 0.443 1.840 - - - - -
LUKOIL LKOD LI LKOH 1 London 78.500 -2.000 78.500 78.100 0.01 -2.48 -0.04 340,257 6,399
LUKOIL LUKOY US LKOH 1 New York 79.200 -0.200 79.200 78.100 - -0.25 -0.04 - 6,399
LUKOIL LUK GR LKOH 1 Frankfurt 79.145 -0.806 79.145 78.100 0.01 -1.01 -0.04 591 6,399
MCTN MOW GR MGTS 1 Frankfurt 26.854 0.055 26.854 31.500 - 0.20 - - -
Mechel MTL US MTLR 3 New York 21.220 0.390 7.073 25.750 -0.73 1.87 -0.73 138,296 1,804
Mechel FQF GR MTLR 3 Frankfurt 43.353 -1.476 14.451 25.750 -0.44 -3.29 -0.73 2 1,804

Mosenergo AOMD LI MSNG 100 London 22.000 - 0.220 0.220 - - - - -
Mosenergo AOMOY US MSNG 100 New York 20.500 - 0.205 0.220 - - - - -
Mosenergo MRO GR MSNG 100 Frankfurt 12.159 0.099 0.122 0.220 - 0.82 - 2 -

MTS MBDL LI MTSS 5 London - - - 11.120 - - -0.01 - 111
MTS MBT US MTSS 5 New York - - - 11.120 - - -0.01 - 111
MTS MKY GR MTSS 5 Frankfurt 71.910 -0.002 14.382 11.120 0.29 -0.00 -0.01 5 111

Nizhnekamskneftekhim OAO GR NKNC 10 Frankfurt 6.535 -0.165 0.653 0.725 - -2.47 - 2 -
NOVATEK NVTK LI NVTK 1/100 London - - - 8.180 - - - - -
NOVATEK NVATY US NVTK 1/100 Frankfurt - - - 8.180 - - - - -

Norilsk Nickel MNOD LI GMKN 1 London 19.100 0.400 19.10 190.50 -0.90 2.14 0.02 155,593 14,585
Norilsk Nickel NILSY US GMKN 1 New York 19.050 0.520 19.05 190.50 - 2.81 0.02 - 14,585
Norilsk Nickel NNIA GR GMKN 1 Frankfurt 19.066 0.367 19.07 190.50 -0.90 1.96 0.02 88 14,585

UHM UHM GR OMZZ 1 Frankfurt 5.968 -0.211 5.968 8.750 - -3.42 - 4 -
Pyaterochka FIVE LI  -   1/4 London 27.960 0.020 111.840 - - 0.07 - 1,983 -

UES UESD LI EESR 100 London 100.000 - 1.000 1.020 - - - - -
UES USERY US EESR 100 New York - - - 1.020 - - - - -
UES UES GR EESR 100 Frankfurt 97.504 - 0.975 1.020 - - - - -

Rostelekom RKMD LI RTKM 6 London 69.300 - 11.550 11.350 - - - - -
Rostelekom ROS US RTKM 6 New York - - - 11.350 - - - - -
Rostelekom RTL GR RTKM 6 Frankfurt 66.748 -0.280 11.125 11.350 - -0.42 - 58 -

Seversky pipe plant SVY GR SVTZ 10 Frankfurt 104.433 0.213 10.443 14.500 - 0.20 - - -
Gazprom Neft GAZ LI SIBN 5 London 26.500 -0.400 5.300 4.300 - -1.49 - 3,493 -
Gazprom Neft GZPFY US SIBN 5 New York 32.250 - 6.450 4.300 - - - - -
Gazprom Neft SCF GR SIBN 5 Frankfurt 26.959 -0.228 5.392 4.300 - -0.84 - 158 -

Surgutneftegas SGGD LI SNGS 50 London 7.880 -0.100 0.158 0.780 -0.80 -1.25 - 28,716 222
Surgutneftegas SGTZY US SNGS 50 New York - - - 0.780 - - - - 222
Surgutneftegas SGN GR SNGS 50 Frankfurt 7.982 -0.088 0.160 0.780 -0.80 -1.09 - 45 222

Tatneft ATAD LI TATN 20 London 113.750 -1.250 5.688 5.700 - -1.09 - 9,199 -
Tatneft TNT US TATN 20 New York - - - 5.700 - - - - -
Tatneft TTFA GR TATN 20 Frankfurt 96.244 -0.314 4.812 5.700 - -0.32 - 324 -

Tyumenaviatrans UTARY US TMAT 100 New York 40.000 - 0.400 0.538 - - - - -
Tyumenaviatrans TYV GR TMAT 100 Frankfurt 61.168 1.614 0.612 0.538 - 2.71 - - -

Tsum THT GR TZUM 20 Frankfurt 99.957 1.693 4.998 2.000 - 1.72 - - -
STC KUE GR KUBN 50 Frankfurt 8.229 0.353 0.165 0.135 - 4.49 - - -

RTS 
Change, %

ADR trade volume, 
ths. USD

RTS trade volume, 
ths. USD

Source: Bloomberg, Estimation: Veles Capital

Share's price in 
ADR, USD

Last RTS price, 
USD
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Information disclosure 
 
The statement of an analyst and confirmation of the responsibility withdrawal 
The given report is prepared by the analyst (-s) of the Investment Company Veles Capital. The given estimations in the present report reflect personal opinion 
of the analyst (-s). The award of the analysts does not depend, never depended and will not depend upon the specific recommendations or estimations, 
provided in the present report. The award of the analysts depends upon the general efficiency of the business of the Investment Company Veles Capital, 
determined by the investment benefit of the company’s clients and also upon the incomes from other types of activity of the Investment Company Veles 
Capital. 

The given report, prepared by the Research Department of the Investment Company Veles Capital, is basing on the public information. The present review 
was prepared independently from other Departments of the Investment Company Veles Capital, and any recommendations and judgments, presented in the 
given report reflect only the view point of the analyst (-s), participated in making of the present review. Due to that consideration, the Investment Company 
Veles Capital considers being necessary to state that the analysts and the Company are not responsible for the content of the given report. The analysts of 
the Investment Company Veles Capital do not take overall responsibility to regularly up-date the information, contained in the present report, and also to 
announce about all changes, introduced to the present review. 

Provided analytical material of the Investment Company Veles Capital could be used only with information aims. The company does not guarantee the 
completeness and preciousness of provided information in the given report and its reliability, and also is not responsible for direct and indirect losses from 
using of the given materials. This document cannot serve as a basis for purchase and selling any securities, and cannot also be considered as an offer from 
the part of the Investment Company Veles Capital. The Investment Company Veles Capital and (or) its subsidiaries along with the staff, directors and analysts 
of the Investment Company Veles Capital have the right to purchase and sell any securities, mentioned in the given review. 

The Investment Company Veles Capital and (or) its subsidiaries can serve as a market-maker or have the liabilities for underwriting of companies’ securities, 
mentioned in the given review, can purchase or sell them for clients, and also make any actions, which do not contradict the Russian law. The Investment 
Company Veles Capital and (or) its subsidiaries can also be interested in the possibility of providing the companies, mentioned in the present review, with the 
investments and bank or any other services. 

All rights for the given bulletin belong to the Investment Company Veles Capital. The reproduction and/or distribution of the analytical materials of the 
Investment Company Veles Capital are prohibited without the written permission of the Company. © Veles Capital 2008. 

  

The principle of recommendation assignment 
The investment recommendations are given based on the evaluation of the company’s share yield. The basis for the calculation of the expected company’s 
cost is the evaluation by the discounted cash flows method (DCF). In some estimations the method of comparable coefficients, and also the mixed estimation 
(by DCF method and by comparable coefficients method) are applied. All recommendations are assigned based on the determined by us the fair cost of the 
shares within the nearest 12 months. 

At the present moment the investment scale of the Investment Company Veles Capital is the following: 

 

BUY – corresponds to the growth potential of the shares within the nearest 12 months by 15% or more. 

ACCUMULATE – corresponds to the growth potential of the shares within the nearest 12 months for 5-15%. 

HOLD – corresponds to the growth (reduction) potential of the shares within the nearest 12 months from -5% to 5%. 

REDUCE – corresponds to the reduction potential of the shares within the nearest 12 months from 15% to 5%. 

SELL – corresponds to the reduction potential of the shares within the nearest 12 months by 15% or more. 

In some cases the deviations from the evaluation scale given above, based on which the recommendations are assigned, are possible. That fact relates to the 
high volatility of some securities in particular, and market in the whole, and also to the individual characteristics of one or another issuer. 

In order to get additional information and specifications please contact the Research Department of the Investment Company Veles Capital. 
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R e s e a r c h  D e p a r t m e n t  r e s e a r c h @ v e l e s - c a p i t a l . r u  

M i k h a i l  Z a k  
H e a d  o f  D e p a r t m e n t  
S t r a t e g y  
M Z a k @ v e l e s - c a p i t a l . r u  

I v a n  M a n a e n k o  
F i x e d  i n c o m e  m a r k e t ,  
M a c r o e c o n o m i c s  
I M a n a e n k o @ v e l e s - c a p i t a l . r u  

I l y a  F e d o t o v  
T e l e c o m m u n i c a t i o n s  
I F e d o t o v @ v e l e s - c a p i t a l . r u  

S t a n i s l a v  F o m e n k o  
M e t a l l u r g y  
S F o m e n k o @ v e l e s - c a p i t a l . r u  

M a r i n a  I r k l y  
T r a n s p o r t ,  m a c h i n e r y  
M I r k l y @ v e l e s - c a p i t a l . r u  

O l e g  Z o t i k o v  
E n e r g y  
O Z o t i k o v @ v e l e s - c a p i t a l . r u  

D m i t r y  L y u t y a g i n  
O i l  a n d  g a s  
D L y u t y a g i n @ v e l e s - c a p i t a l . r u  

O l e g  S a l m a n o v  
F i x e d  i n c o m e  
O S a l m a n o v @ v e l e s - c a p i t a l . r u  

S h a w n  G i z a t u l i n  
E d i t o r / I n t e r p r e t e r  
S G i z a t u l i n @ v e l e s - c a p i t a l . r u  

   

S a l e s  a n d  T r a d i n g  D e p a r t m e n t  s a l e s @ v e l e s - c a p i t a l . r u  

Y u r y  P a v l o v  
D i r e c t o r  ( V I P  c l i e n t s )  
Y P a v l o v @ v e l e s - c a p i t a l . r u  

S e r g e y  V e t o s h k i n  
C o r p o r a t i v e  C l i e n t s  
S V e t o s h k i n @ v e l e s - c a p i t a l . r u  

A l e x a n d e r  T a r a n  
T r a d i n g  ( U k r a i n e )  
A T a r a n @ v e l e s - c a p i t a l . c o m . u a  
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A n d r e y  L e e  
H e a d  o f  d e p a r t m e n t  
A L e e @ v e l e s - c a p i t a l . r u  

 

A s s e t s  M a n a g e m e n t  a m @ v e l e s - c a p i t a l . r u  

B e y s h e n  I s a e v  
H e a d  o f  D e p a r t m e n t  
B I s a e v @ v e l e s - c a p i t a l . r u  

V a d i m  L a b e d  
I n v e s t o r  r e l a t i o n s  
V L a b e d @ v e l e s - c a p i t a l . r u  
 

S t a n i s l a v  B r o d s k y  
I n v e s t m e n t  p r o d u c t s  
S B r o d s k y @ v e l e s - c a p i t a l . r u  
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