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What to expect when the Russian stock
market reopens?! Good news and bad
news!

The Russian equity market capitalisation has fallen by more than $570 bin since this
year, down 85% from pre-crisis levels, the Russian (offshore) equity market is frozen
and lost its value. The expected net profit of most Russian companies in 2021 is more
than 10 times their capitalisation (the world average is 40-50%). The country is on
the verge of its first-ever default on hard currency sovereign bonds pushing Russia
to CCC- status from BBB. Total payments in foreign currency are estimated at $45
bln over the next 18 months. The lion share of the CBR's reserves (75%) are blocked
and there are sanctions imposed on exports, logistics and transport as part of global
response to Russia's invasion of Ukraine which resulted in a massive spike in
commodities, inflation and supply bottlenecks for all major economies.

BUT THERE ARE TWO PIECES OF NEWS FOR INVESTORS IN THE RUSSIAN EQUITY AND BOND
MARKET - BAD NEWS AND GOOD NEWS.

Let's traditionally start with the bad news - as soon as the Russian market reopens,
non-residents will actively sell/close positions in equity index funds, in particular in
MSCI Russia, FTSE Russell and others (which have already announced exclusion of
Russian equities from global indices from 7 March 2022). The outflow of funds will
exceed $40 bin, according to our estimates. The outflow from the bond market is
anticipated to reach $33 bin, due to exclusion of equities from such benchmarks as
JPM EMBI, although Russia's weight in the index does not exceed 3%.

However according to the Russian Presidential decree its prohibited for non-
residents to sell and buy local equities and other securities via local brokers inside
Russia.

Non-residents exposure to Russia before revaluation made by international funds,
banks and JVs exceeds $200 bin, while potential losses exceed $100 bin.

Early losses and the market rout will be driven by liquidation of "long positions" in
equities and bonds, which will wipe off 30-40% of the Russian market capitalisation.

The good news is that after the foreigner investors leave the local market (if they are
allowed), and they have already disposed of Russian depositary receipts, VEB will
spend £1 trin to buy shares and bonds of Russian companies, which will be enough to
revalue the market. One can benefit from this "buying wave" by entering the market
and buying securities at very attractive prices, and get a record return on
investments in a short period of time. All major risks and the toughest sanctions will
already be priced in.
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After that, we expect the market to get support from de-escalation and the toughest
sanctions removal. Investors will therefore be able to "ride the price tsunami” in a bull
market. ITI Capital is ready to help you benefit from this challenging, but possibly
the most profitable buying opportunity for local investors in the history of the
Russian stock market.

Exposure

to Russia, Estimated exposure, Estimated loss,
Type Investor % S bln S bln
Equity (ETF) US MSCI 2.2% 20.0 -17.0
Equity (ETF) UK/US FTSE Russell 1.5% 16.5 -14.0
Equity (ETF) US target-date funds 0.5% 8.5 -7.2
Active investor (akuuu) Norwegian wealth fund 0.2% 2.5 2.1
Bonds (ETF) US target-date funds 0.2% 3.4 -2.9
Bonds (ETF) US JPMorgan's EMBI 4.9% 20.3 -17.3
Bonds (ETF) US EMBI+ 1.6% 6.6 -5.6
Bonds (ETF) US EMBI mecTHbIi 3.6% 8.8 -7.5
Other Western Banks (non US) 86.0 n/a
Other US banks 10.0 n/a
W BP - Rosneft 20% 14.0 -20.0
w Shell - Sakhalin 2 LNG 28% 3.0 -31
w Mitsui - Sakhalin 13%
w Mitsubishi - Sakhalin 10%
WV Exxon - Rosneft - SODECO - ONGC Videsh 30% 4.0 -4.0
i\Y Equinor - Rosneft a[157. -1.2
Total 204.9 -102.0
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ITI Capital Ltd. (hereinafter, the “Company”) is not responsible for
and does not give any warranties in connection with the transfer of
marketing materials. This marketing document is for information
purposes only. Any information in this document is based on data
obtained from sources believed by the Company to be reliable, but
no representations, guarantees or warranties are made by the
Company with regard to the accuracy, completeness or suitability
of the data. The information contained herein does not constitute
the provision of investment advice. It is not intended to be nor
should it be construed as an offer or solicitation to acquire, or
dispose of, any of the financial instruments and/or securities
mentioned in this document and will not form the basis or a part of
any contract or offer.

Neither the Company, nor its affiliates, principals, directors,
employees or agents accept any liability for any direct or
consequential loss arising from any use of this marketing
document and any accompanying materials. Investors should
make their own investment decisions using their own independent
advisors, as they believe necessary and based upon their specific
financial situations and investment objectives when investing. This
material is not intended for the use of Private Customers as that
term is defined under the Financial Services and Markets Act 2000
in the United Kingdom. This material has been approved for
publication in the United Kingdom and European Union by ITI
Capital Limited, authorised and regulated by the Financial Services
Authority and a member firm of the London Stock Exchange.
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