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Last week Russian equities rose by 1.6% in rouble terms, mainly due to the
positive news from international markets. Expectations of monetary easing in
China, successful placements of government bonds in Italy and Spain and positive
macro statistics from Europe all supported the market.

The main Russian news last week:

2011 inflation was 6.1% - a record low level in Russia since the dissolution of the
USSR in 1991, according to Rosstat. In addition to the Central Bank of Russia’s (CBR)
effective policy on interest rates, the biggest influencing factor on inflation was the
much better harvest in 2011 compared to 2010, when drought had hit crops hard.
Grain production was up by almost 50% in 2011 compared to the previous year. Low
inflation allows room for monetary easing and in December, the CBR reduced the
refinancing rate by 25bp to 8%. We expect a further reduction in the first half of 2012
as CPI growth should stay low, given that the natural monopoly tariff's increase is to be
postponed from the beginning to the middle of the year.

The federal budget was in surplus by 0.8% in 2011, according to Vedomosti,
quoting sources in the Ministry of Finance and the Federal Treasury. Higher-than-
expected oil prices in 2011 helped to achieve this result. Initially the budget had implied
USD 75 bbl, whereas the average Urals crude price in 2011 was actually USD 109 bbl.
In 2012, the budget deficit is expected to be 1.5% of GDP based on an average Urals
crude price of USD 100 bbl. However, we think the average price might be more in the
range of USD 100-110 bbl, which would thus reduce the deficit. The continuing
instability in the Middle East (especially concerning Iran) should support oil prices.

Capital outflows totalled USD 37.8 bn in Q4 2011, according to the CBR. The main
reasons for outiows in 2011 were the corporate segment’s external debt payments,
global economic uncertainty and the withdrawal of capital by investors who were
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pessimistic about the outcomes of the parliamentary and presidential elections. We believe the situation should improve in 2012, as after the
presidential elections in March there will be more political clarity, and because there might be an improvement in the global economic situation in the

second half of the year.

The cost to Rostelecom of the ‘Election Webcam’ project might be as much as USD 1 bn. Only USD 400 mn will be provided to the company
by the State. It was Vladimir Putin’s idea to increase the transparency of the election process by installing web cameras at Russia’s 91 400 polling
stations. We see this project as being value-destructive for Rostelecom, as the prospects for the future commercialisation of the system are unclear.
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DISCLAIMER

This material is issued and has been prepared by TKB BNP Paribas Investment Partners (JSC) a member of BNP Paribas Investment Partners (BNPP IP) **.

This material is produced for information purposes only and does not constitute:

1. an offer to buy nor a solicitation to sell, nor shall it form the basis of or be relied upon in connection with any contract or commitment whatsoever or

2. any investment advice.

Opinions included in this material constitute the judgment of TKB BNP Paribas Investment Partners (JSC) at the time specified and may be subject to change without notice. TKB BNP
Paribas Investment Partners (JSC) is not obliged to update or alter the information or opinions contained within this material. Investors should consult their own legal and tax advisors in
respect of legal, accounting, domicile and tax advice prior to investing in the Financial Instrument(s) in order to make an independent determination of the suitability and consequences of an
investment therein, if permitted. Please note that different types of investments, if contained within this material, involve varying degrees of risk and there can be no assurance that any
specific investment may either be suitable, appropriate or profitable for a client or prospective client's investment portfolio.

Given the economic and market risks, there can be no assurance that any investment strategy or strategies mentioned herein will achieve its/their investment objectives.

This material shall not be considered as any kind of a guarantee or a promise of the future effectiveness (profitability or break-even) of investment activity. Results of investments in the past
shall not be considered as a guarantee of such results in future. All past performance date have documental confirmation. There are no guarantees of profits or returns from financial
instruments unless otherwise clearly indicated in respective prospectus.

Returns may be affected by, amongst other things, investment strategies or objectives of the financial instrument(s) and material market and economic conditions, including interest rates,
market terms and general market conditions. The different strategies applied to the financial instruments may have a significant effect on the results portrayed in this material. The value of
an investment account may decline as well as rise.

Investors may not get back the amount they originally invested.

The performance data, as applicable, reflected in this material, do not take into account the commissions, costs incurred on the issue and redemption and taxes.

TKB BNP Paribas Investment Partners (JSC) is the legal entity registered under laws of Russian Federation with principal state registration number (ORGN) 1027809213596, having its
registered address at: 69/71, lit. A,Marata street, Saint-Petersburg, 191119,Russia, holding the license issued by FFMS of Russia to carry out asset management of mutual funds & non-
state pension funds Nr. 21-000-1-00069 as of 17 of June 2002 (validity of license — unlimited), and the license of FFMS of Russia of professional securities market participant to carry out
the trust management activity Nr.

078-09042-001000 as of 11 April 2006 (validity of license — unlimited). Phone: +7 821 332-7332, fax: (812) 346-6557

** “BNP Paribas Investment Partners” is the global brand name of the BNP Paribas group’s asset management services. The individual asset management entities within BNP Paribas
Investment Partners if specified herein, are specified for information only and do not necessarily carry on business in your jurisdiction. For further information, please contact your locally
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