OVK Revenue 2016 — 2018E

m Revenue Rub bn

m Revenue converted to USD mn

954.2 989.3 ...

746.2
afls 680  of3 6Bl

o A, Bnnualized <,
o> S¥ from H 12 NP
W % ]

OVK Railcar Production

19.119.7

15.9

e ()18 w—017  —2016

Jan spr July Ot

Russian United Wagon Corporation reported a set of operating numbers for Q4 and full year 2018.

Railcar production was up by 3,1% in 2018 and reached 19,700 units

H1 2108 Revenue was earlier reported at 32bn Rub for H1 2018 and if annualized totals
64bn Rub or 3.6% increase on reported 2017 annual revenue. On our expectations
revenue could increase to 66bn rub in 2018 or post a 7% increase on 2017 number.
EBITDA margin in leasing business was reported at 85% in H1 2018 — which is slightly
higher than 2017 reported EBTIDA margin in leasing 84.5%.

Net income remains in red, and H1 loss if annualized is greater than 2017 net income
Railcar production has become a more competitive market. Overall railcar production has
peaked up drastically in CIS and in Russian reaching on our estimates 6500 a 15%
increase compared to 2017. OVK market share has dropped to ¢.29% in Russia.
Debt/EBITDA remains a very high multiple for OVK just above 9x. But the number is
misleading as leasing segment of OVK is basically a financials sector business and
Debt/EBITDA multiples for financial institutions are very high on average. E.g. an estimate
of such a number for Sherbank will be circa 16x for 2018.

Capex s likely to be much more ascetic in 2018 down by 25% vs 20173.5bn Rub
Operating cashflow was 6.6Rub bn for H1 2018 vs 1.9bn for H1 2017 and combined with
lower capex the free cashflow could be much healthier in 2018.

Overall operating results should provide optimism for investors as OVK operating
performance improving. There remains skepticism about OVK leverage, but in our view a
deeper dig into OVK business model explains high Debt/EBTDA multiples. We maintain
our view that current levels should be attractive for increasing position in OVK.
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The information contained in this document is neither an offer to sell nor a solicitation of an offer to purchase interests in
any referenced investment nor does it represent a research report. Securities may not be offered or sold in the United
States absent registration with the US Securities and Exchange Commission or an exemption from registration under the
US Securities Act of 1933, as amended. This document is only directed at professional investors who have experience of
investing in emerging markets and the referenced investments are unlikely to be suitable for most private individuals. The
referenced investments are speculative and include a high level of risk, and investors may not receive back the original
amount of money that they invested. The value of investments can fall as well as rise, and you may get back less than
what you originally invested. Where an investment is made in overseas currencies, changes in currency exchange rates
may affect the value of your investment. Investments in emerging markets can be more volatile than in other more
developed markets. Past performance is no guarantee of future performance, and the value of investments can go down
as well as up. Please consult your financial and tax advisers if you are considering investing in any of the referenced
investments. This document may contain certain forward-looking statements with respect to MidLincoln Research’s
strategies or expectations. Forward-looking statements speak only as of the date they are made, and MidLincoln
Research assumes no duty to, and does not undertake to, update such forward-looking statements. This document may
not be reproduced, distributed, transmitted, displayed, published or broadcast by any recipient for any purpose without the
prior consent of MidLincoln Research. This document has been issued by MidLincoln Research.



