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Lotos Group 

“Going concern” concerns – TP to “zero”  
We keep our Sell rating on Lotos and have set a new 12M TP of
“zero” (prev. PLN 25). A zero TP means two things: A) we admit that
we cannot put a single point value on Lotos’ equity in a credible way;
B) we see a 50%+ probability that Lotos may not survive in its current
structure, in which case equity holders may lose most or all of their
money. As said before, we see no fundamental reason to own Lotos’
equity in the next 12M. The company may well be rescued in the end 
(by the government, or PKN), but the risks, uncertainty (and the
share price) are too high to speculate on any bail-out scenario yet.  

● Valuation: why are we so negative? Lotos has a PLN 2bn net debt 
and negative FCF of PLN 3bn+ in 2009-11. Anything positive is a post-
2011 story. Even if attaching USD 10,000/bbl/d value to the expanded
refinery (vs. current market prices of USD 3,000/bbl/d), the discounted
value of this terminal value may not, or not materially, exceed the 
PLN 5bn accumulated debt. Over-geared, over-stretched, wrong timing.

● What if? Who will rescue Lotos? Lotos is majority state-owned, thus 
it may default, but will not really go bankrupt. It will likely be rescued
and it will likely involve other state-controlled entities (rather than a cash 
injection). Our best bet is PKN, which also makes “industrial” sense. 

● Hedging represents risk, we believe. Despite the goodwill, we believe 
timing (and potentially other) mismatch makes hedging a ticking bomb.
Lotos would not be the first industrial to see hedging blow up. 

● Forecasts: no predictability due to hedging. 2008 will be very weak,
with hardly any profit left at the bottom line, as losses may widen in 4Q.
We still see small profits in 2009-11 (we cut 09 by 30% and made
smaller EPS cuts for 10-11), but any macro dislocation may endanger 
cash flows/profits. And the bottom line is unpredictable due to hedging. 

 
 2006 2007 2008E 2009E 2010E
Sales (PLNmn) 12,813 13,133 15,320 12,957 18,377
EBITDA (PLNmn) 1,102 1,030 700 673 933
EBIT (PLNmn) 804 719 378 339 537
Net income (PLNmn) 666 764 22 216 345
EPS reported (PLNn) 5.86 6.72 0.19 1.90 3.03
DPS (PLN) 0.36 0.00 0.00 0.00 0.00
ROCE (%) 14.3 11.1 5.3 4.2 5.4
P/E (x) 2.3 2.0 70.1 7.0 4.4
P/CF (x) 1.5 1.4 4.8 2.8 1.9
P/BV (x) 0.3 0.3 0.3 0.3 0.2
EV/EBITDA (x) 1.3 2.1 6.1 8.9 7.9
EV/DACF (x) 1.6 2.6 8.7 12.0 9.8
Net gearing (%) -8.4 5.7 41.1 66.6 83.3
Div. yield (%) 2.7 0.0 0.0 0.0 0.0

 Source: Lotos, UniCredit Global Research estimates 

 

Sell (prev. Sell) 
Price on 20 November 2008 PLN 13.32
Target price (prev. PLN 25.00) PLN 0.00
Upside to TP n.a.
Cost of equity 14.2%
High/Low (12M) 47.88/13.32
 
INVESTMENT HIGHLIGHTS 

Single-refinery company with upstream flavour 
Huge organic growth and spending plan  
Weak in marketing  

 
STOCK TRIGGERS 

Cash flow crunch at peak of gearing; bankruptcy? 
Very seasonal/volatile earnings  
Large-scale hedging going wrong 

 
STOCK DATA 
Reuters/Bloomberg LTOS.WA/LTS PW
Average daily volumes ('000) 249.7
Free float (%) 41.1
Market capitalization (USDmn) 492.0
No. of shares in issue (mn) 113.7
Shareholders Nafta Polska 51.9%, 

State Treasury 6.9%
 
UPCOMING EVENTS 
4Q08 results  Feb 2009
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STOCK PERFORMANCE (% CHG.) 

 1M 3M 6M
absolute -45.0 -64.0 -72.0
rel. to MSCI EME -19.4 1.0 2.0
rel. to MSCI Poland -21.8 -8.3 -9.4
  
Robert Réthy, CFA (CAIB) 
Deputy Head of EME Research 
+36 1 374 7934 
robert.rethy@caib.unicreditgroup.eu 
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Will Lotos survive? And if yes, in what form? 
  We believe the above questions are the single most important considerations for equity 

investors at present and for the next 12-24M. Although we do not pretend to know the
answers, we believe there is increasing probability Lotos may not make it in its current 
structure – hence our Sell rating and our seemingly strange “Zero TP” policy. We do not know 
how to value the company and we can imagine equity shareholders losing most or all of their
money. Even if the worst case does not materialize, the risk is just too great to take.  

● Near-term financing is not the problem. Lotos theoretically has access to a total of 
USD 2.1bn (PLN 6bn or so) debt financing (of which USD 1.55bn is capex-related, the rest 
is working capital financing), collateralized on its existing and future refining assets. Its 
current net debt is a “mere” PLN 2.2bn, which we see peaking at PLN 5.5bn in 2011-12.  

● Cash flow crunch a risk, covenants unknown. We believe the key risk is if the 
completion of the capex and the start of some debt service obligation were to coincide with 
a total drying-up of operating cash flows (refining weakness, poor oil macro). Also, we do 
not know the exact loan covenants, and whether net gearing of 100%+ or Net
Debt/EBITDA of 5-6x would entail any penalty or early repayment. In any case, Lotos
would be too vulnerable with no flexibility left in such a situation.  

● Hedging a real risk. We believe the timing mismatch inherent in Lotos’ hedging strategy
may cause further headaches in terms of margin calls and realized losses (with the
potential of hoped-for benefits to be realized over a longer period of time). Improper 
hedging is not excluded either. Hedging may be the source of further cash calls or liquidity 
drain at the worst possible time. At the end of 3Q Lotos still had nearly USD 600mn open 
(short USD) forward positions (including EUR/USD, PLN/USD and PLN/EUR) as well as 
additional FX options, nearly 15mn barrels of refinery margin hedges and over USD 1bn 
interest rate hedging positions. The pure size of the positions is scary.  

● Bankruptcy? Well, Lotos is majority state-owned. Lotos may go bankrupt technically, 
but the government will not let it die. Minority shareholders, however, should not have high 
hopes in such a situation. Banks, with pledges on all assets, will enjoy priority.  

● Who could rescue Lotos? We believe a cash injection is unlikely from the government. 
A white knight, however, would be welcome. Will PKN (Buy) get Lotos for free (for taking 
over its debt) after 10+ years of struggling to acquire it? Possibly, and a great LT 
opportunity for PKN. PKN will unlikely “overpay” for Lotos assets (or liabilities), as it has 
73% private shareholders (free float) and the management simply cannot agree to make a 
value destructive deal (which an EGM may even reject). 

● Earnings outlook (1): huge loss for 4Q too. Lotos will be hit by triple-whammy negatives
in 4Q: A) Inventory holding losses (which we now estimate at PLN 300mn+, but could be 
worse); B) more FX, hedging losses (which we now put at PLN 350mn); C) deterioration of
oil macro (lower oil price and refinery margins). We predict 4Q net losses at PLN 400mn+, 
but the number is extremely volatile on oil prices (in Dec) and YE closing FX rates.  

● Earnings outlook (2): 2009-10 operations may suffer from poor oil macro, bottom 
line unpredictable. We believe the refining macro can only deteriorate from the 2008 level 
(which was characterized by still very strong, peak-like margins). We have pencilled in a 
substantial decline in crack spreads (in the forecasts), but not a complete meltdown. Lotos
is a high-cost producer with high operating leverage and weak retail/marketing; thus, it is 
more exposed to refining weakness. And its one-month full refinery shutdown (March/April) 
will not help either. The low oil price will hurt E&P too. Forecasting the bottom line is
impossible due to the hedging positions and the volatility of financials.  
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Valuing Lotos is difficult, almost impossible 
  We have already highlighted the practical difficulties regarding Lotos’ valuation earlier this

year (please see our 3 March 2008 note, Too much risk, too much downside – Sell). The 
problems remain the same and to some extent they have got even worse. 

● Multiples are (still) useless for valuations. 1) Multiples are distorted by the ongoing 
capex (capex is included; related future return is not); 2) hedging makes short-term profits 
and cash flows extremely volatile and not a good proxy for underlying earnings.
3) Multiples cannot capture liquidity, financing issues, especially during grace periods.  

● DCF is not too credible in current situation. Possible, but not credible. Why not? 
Because the NPV of 2008-2011 cash flows are PLN 5bn+ negative (i.e. PLN 2bn net debt
+ PLN 3bn+ negative FCF in the next 3Y). In other words, any sort of positive value will 
come from post-2011 cash flows and primarily from terminal value, i.e. the value (even if 
positive) is extremely end-loaded, hence carries a huge amount of uncertainty. And 
similarly to multiples, DCF cannot properly capture the financial risk of a cash flow crunch 
and the binary outcome of such a scenario.  

● Asset valuation – likely the best measure, but equally inconclusive in the ST. This 
does not capture the short-term default risk either, but it does highlight how uncertain the 
inherent value of the assets is in such a highly leveraged situation. And also underscores
that even in relatively aggressive scenarios, the upside is not extremely big in a 2-3 year 
perspective.  

– 2011 Net debt is PLN 5.5bn. 

– For simplicity we have assigned zero value to all non-refining assets (retail has never
made money, and the value of E&P may be offset by other liabilities – the latter is 
arguably a very harsh assumption, but we would like to focus on the underlying refining
value).  

– The key question is how we value the expanded/upgraded refinery. It will be a larger, 
better refinery, but still not a state-of-the-art one (i.e. still high heavy products yield at 
17%). Also some feedstock advantage may be lost if the Druzhba supply is deliberately 
downscaled.  

– New construction cost for grass-root refineries peaked at USD 25,000/bbl/d in 1H 2008. 
The value is already on a sharp decline and may bottom at USD 15,000/bbl/d. Probably,
we can reasonably put USD 10,000-12,000/bbl/d value on Lotos’ 210,000 bbl/d 
capacity, arriving at a USD 2.1-2.5bn (or PLN 6.3-7.5bn) asset value.  

– This could leave up to PLN 0.8bn-2.0bn (or PLN 7.0-17.6/share) value as of 2011. How 
much would you pay for this today?  

– A word of warning: A) currently listed refining assets trade at a USD 3,000-4,000/bbl/d 
unit capacity value in the US, Europe and EME alike – an extremely depressed level. 
Why would anyone pay 3-4x more assumed value for Lotos’ refinery? B) Several new 
refinery projects will be completed exactly when Lotos plans to complete. Competition 
will be first in the short term, which usually does not favour short-term asset valuation.  
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3Q08: weak operations, huge FX/hedging losses 
  Lotos has reported a PLN 236mn net loss for 3Q, much larger than expected. EBIT was

positive at PLN 43mn, but it was also below expectations, though not as much as the bottom 
line. The negative surprise was clearly in financials, as Lotos reported PLN 321mn net
financial expenses, much larger than estimated, although we did warn (in our previous
update) that due to the large amount of derivatives, the exact loss was difficult to estimate.  

● Very poor LIFO earnings. In operations, the main surprise was that Lotos reported
inventory holding gains (PLN 24mn, instead of losses expected), implying that the
underlying LIFO operating profit was even weaker and extremely poor (and, in fact,
negative in refining). 

● Financial losses everywhere. Lotos said it has recorded PLN 83mn FX loss on its FX 
loans (mostly non-cash), PLN 175mn realized hedging losses (nearly 50%-50% FX + 
refinery margin hedging) and PLN 106mn unrealized hedging losses (mostly FX). The 
losses on refinery margin hedging are especially tricky to reconcile with the reported
operating earnings (which were also losses despite hefty margins). Apparently, some 
hedges were not as perfect as those in Japanese gardens.  

3Q 2008 EARNINGS (IFRS) 

PLNmn 3Q 2008 2Q 2008 Chg. q-o-q (%) 3Q 2007 Chg. y-o-y (%) 1-3Q 2008 1-3Q 2007 Chg. y-o-y (%) 3Q 08E
Net sales 4,764 4,218 13.0 3,535 34.8 12,544 9,157 38.4 4,393
CoGS -4,458 -3,544 25.8 -3,017 47.7 -11,216 -7,869 39.3 -4,053
Gross profit 307 673 -54.5 518 -40.9 1,327 1,288 32.6 340
Gross margin (%) 6.4 16.0 14.7 10.6 14.1 7.7
Selling & distribution exp. -188 -185 1.3 -178 5.2 -534 -513 3.4 -178
G&A expenses -65 -88 -26.0 -79 -17.5 -241 -227 18.3 -87
Other income/expense -11 -18 -6 -33 13 0
EBIT 43 382 -88.7 255 -83.1 520 560 55.8 75
EBIT margin (%) 0.9 9.1 7.2 4.1 6.1 1.7
EBIT by segment   
Upstream 25 49 -49.0 46 -45.7 116 108 46.8 45
Refining LIFO -29 124 105 112 224 17.8 27
Inventory gain/(loss) 24 212 -88.7 108 -77.7 281 235 101.6 -96
Retail 5 -7 -9 -11 -24 6.7 0
Others 18 4 5 22 17 3
Total EBIT 43 382 -88.7 255 -83.1 520 560 55.8 75
Net financials -321 139 46 73 127 387.3 -100
Pre-tax profit -278 521 300 593 687 125.3 -25
Income tax 55 -99 -48 -115 -135 96.5 5
Minority interest -13 -26 -10 -50 -20 261.9 -20
Net income -236 397 242 428 532 129.1 -41
   
Depreciation -77 -81 -3.9 -77 0.2 -237 -227 6.2 -80
EBITDA 120 462 -74.0 332 -63.7 756 788 39.5 155
EBITDA margin (%) 2.5 11.0 9.4 6.0 8.6 3.5

 Source: Lotos, UniCredit Global Research estimates 
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  Segmental & operating details: Key segments disappoint 
● Upstream: disappointing. After a decent 2Q, E&P EBIT again fell substantially, plunging 

nearly 50% both q-o-q and y-o-y. Meanwhile oil prices were still close to record-high and 
production was reasonable (61.1kt, down only 10% q-o-q and up materially y-o-y). Poor 
profit in this segment remains a mystery.   

● LIFO-adjusted refining in the red in 3Q, a huge negative surprise. LIFO EBIT was in 
the red (PLN 29mn loss in 3Q), which was the biggest negative surprise in the period, and
it is just impossible to reconcile with the external macro and internal operating data. 
A) Headline margins as well as key motor fuel crack spreads were still close to record 
highs in 3Q and substantially higher than a year ago or most of the earlier quarters. 
B) Lotos’ refinery was run flat out (1,577kt throughput, or 105% CUR). C) Lotos continues
to engage in additional trading too to keep its market shares. Losses in such a period are 
simply inconceivable.   

● Retail finally broke even. After several loss-making periods retail posted a tiny, PLN 5mn,
EBIT in the seasonally strongest quarter. Lotos still massively underperforms PKN’s retail
business.  

Balance sheet: debt on the rise, as the refinery project 
advances 
Net debt jumped to PLN 2.16bn in 3Q from PLN 0.87bn in 2Q on the back of the very poor
operating cash flow and financial losses, as well as the increasing capex as the refinery
project progresses. Capex was PLN 704mn in 3Q alone.  

OPERATING DATA 

PLNmn 3Q 2008 2Q 2008 Chg. q-o-q (%) 3Q 2007 Chg. y-o-y (%) 1-3Q 2008 1-3Q 2007 Chg. y-o-y (%)
Brent-ROT ref. margin (USD/bbl) 10.39 9.47 9.7 3.53 194.3 8.00 4.76 68.0
Ural-Brent diff. (USD/bbl) 2.50 4.66 -46.4 2.33 7.3 3.45 3.12 10.5
PLN/USD 2.20 2.18 1.0 2.76 -20.2 2.26 2.85 -20.7
Refinery throughput kt 1,577 1,539 2.5 1,555 1.4 4,658 4,598 1.3
CUR (%) 105.2 102.6 103.7 103.5 102.2
Sales volumes (kt)    
Gasoline 371 374 -0.8 341 8.8 1,124 1,050 7.1
Diesel 860 720 19.4 804 7.0 2,210 2,084 6.0
Jet 122 121 0.8 131 -6.9 366 313 17.1
LHO 74 53 39.6 84 -11.9 227 228 -0.2
HFO 58 104 -44.2 47 23.4 502 748 -32.9
Other (incl. bitumen) 545 402 35.6 485 12.4 1,109 760 46.0
TOTAL 2,030 1,774 14.4 1,892 7.3 5,538 5,181 6.9
Realised margins    
R&M EBITDA/bbl (USD) 3.44 16.46 -79.1 8.84 -61.1 8.00 6.85 16.8
R&M EBIT/bbl (USD) 0.71 13.52 -94.8 6.63 -89.3 5.23 4.71 11.0
R&M EBITDA/bbl (USD), LIFO 2.50 7.85 -68.2 5.42 -53.9 4.35 4.40 -1.0
R&M EBIT/bbl (USD), LIFO -0.23 4.91 3.21 1.59 2.26 -29.8
Retail sites    
COCO 137 134 2.2 132 3.8 137 132 3.8
DOFO 76 76 0.0 64 18.8 76 64 18.8
DODO 138 138 0.0 177 -22.0 138 177 -22.0
Total 351 348 0.9 373 -5.9 351 373 -5.9

 Source: Lotos, UniCredit Global Research estimates 
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Financials 

INCOME STATEMENT (IFRS SINCE 2004) 

PLNmn 2004 2005 2006 2007 2008E 2009E 2010E 2011E
Net sales 7,450 9,646 12,813 13,133 15,320 12,957 18,377 22,200
CoGS -6,139 -8,051 -10,990 -11,360 -13,881 -11,616 -16,751 -20,207
Gross profit 1,311 1,596 1,823 1,773 1,438 1,341 1,626 1,993
Gross margin (%) 17.6 16.5 14.2 13.5 9.4 10.4 8.8 9.0
Selling & distribution exp. -387 -507 -665 -696 -703 -668 -722 -794
G&A expenses -213 -268 -316 -327 -327 -334 -367 -404
Other income/expense -99 -9 -38 -30 -30 0 0 0
EBIT 612 812 804 719 378 339 537 795
EBIT margin (%) 8.2 8.4 6.3 5.5 2.5 2.6 2.9 3.6
EBIT by segment      
Upstream n.a. n.a. 201 135 155 115 149 172
Refining n.a. n.a. 623 621 203 199 339 563
                                  Refining LIFO n.a. n.a. 755 228 236 191 318 531
                                  Inventory gain/(loss) n.a. n.a. -132 393 -33 8 20 32
Retail n.a. n.a. -37 -50 -10 10 30 40
Others n.a. n.a. 18 13 30 15 20 20
Total EBIT 612 812 804 719 378 339 537 795
Net financials 70 46 97 265 -281 -7 -41 -310
Exceptional items 0 288 0 0 0 0 0 0
Pre-tax profit 682 1,147 901 984 96 332 496 486
Income tax -144 -173 -186 -191 -18 -63 -94 -92
Associates 6 2 0 0 0 0 0 0
Minority interest -1 -46 -49 -30 -57 -53 -57 -62
Net income 543 930 666 764 22 216 345 331
   
Depreciation -193 -263 -297 -311 -322 -334 -396 -631
EBITDA 805 1,075 1,102 1,030 700 673 933 1,427
EBITDA margin (%) 10.8 11.1 8.6 7.8 4.6 5.2 5.1 6.4

 Source: Lotos, UniCredit Global Research estimates 

CASH FLOW STATEMENT (IFRS SINCE 2004) 

PLNmn 2004 2005 2006 2007 2008E 2009E 2010E 2011E
Net profit 543 930 666 764 22 216 345 331
Depreciation 193 263 297 311 322 334 396 631
Other non-cash items -48 -256 22 35 -31 -7 47 62
Cash earnings 688 938 985 1,110 312 543 788 1,025
Capital investment -229 -792 -655 -1,048 -2,155 -2,328 -1,245 -1,000
Acquisition/asset disposal 0 -120 0 0 0 10 10 0
Previous year dividend -14 -18 0 -41 0 0 0 0
Outflows from operations -242 -930 -656 -1,089 -2,155 -2,318 -1,235 -1,000
Net flows from operations 445 7 330 21 -1,843 -1,775 -447 25
Working capital change -378 -397 -391 -787 -224 143 -846 -466
Other 0 0 0 0 0 0 0 0
Finance need/excess 67 -389 -61 -767 -2,067 -1,632 -1,293 -441
Capital contribution 6 1,015 0 0 0 0 0 0
Change in net debt 73 626 -61 -767 -2,067 -1,632 -1,293 -441

 Source: Lotos, UniCredit Global Research estimates 
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BALANCE SHEET (IFRS SINCE 2004) 

PLNmn 2004 2005 2006 2007 2008E 2009E 2010E 2011E
Property, plant & equipment 2,139 3,312 3,639 4,255 6,088 8,082 8,931 9,300
Intangibles fixed assets 57 106 120 127 127 127 127 127
Investments 28 89 89 38 38 38 38 38
Other LT assets 16 75 85 79 79 79 79 79
Fixed assets 2,241 3,581 3,932 4,500 6,333 8,327 9,176 9,544
Inventories 829 1,433 1,707 2,588 2,604 2,332 3,124 3,774
Receivables 749 1,060 1,274 1,539 1,685 1,555 1,838 1,998
Other current assets 5 11 24 29 29 29 29 29
Current assets 1,582 2,505 3,005 4,156 4,318 3,916 4,990 5,801
Trade and other payables -748 -1,274 -1,383 -1,747 -1,685 -1,425 -1,654 -1,998
Net working capital 834 1,231 1,622 2,409 2,633 2,490 3,336 3,803
Net capital employed 3,075 4,813 5,554 6,909 8,966 10,817 12,512 13,347
   
Share capital 79 114 114 114 114 114 114 114
Retained earnings, reserves 2,021 4,438 5,101 5,698 5,698 5,720 5,935 6,280
Profit for the year 543 0 0 0 22 216 345 331
Shareholders’ equity 2,643 4,554 5,215 5,812 5,833 6,049 6,394 6,725
Minority interest 15 254 301 328 384 438 495 557
LT debt 144 294 341 852 1,500 2,500 3,000 3,000
ST debt 185 112 176 523 1,398 1,731 2,524 2,965
Total debt 328 407 517 1,375 2,898 4,231 5,524 5,965
Cash & cash equivalent -200 -904 -953 -1,044 -500 -200 -200 -200
Net debt/(cash) 129 (497) (436) 331 2,398 4,031 5,324 5,765
Provisions and other LT liab. 289 501 474 438 350 300 300 300
Net capital employed 3,075 4,813 5,554 6,909 8,966 10,817 12,512 13,347
Total assets 4,023 6,990 7,890 9,700 11,151 12,443 14,366 15,545

 Source: Lotos, UniCredit Global Research estimates 

QUARTERLY EARNINGS, IFRS 

PLNmn 3Q 2006 4Q 2006 1Q 2007 2Q 2007 3Q 2007 4Q 2007 1Q 2008 2Q 2008 3Q 2008
Net Sales 3,702 3,156 2,548 3,073 3,535 3,976 3,561 4,218 4,764
Gross profit 497 420 274 495 521 485 347 673 307
Gross margin (%) 13.4 13.3 10.8 16.1 14.7 12.2 9.8 16.0 6.4
Selling expenses -185 -189 -165 -170 -178 -183 -161 -185 -188
G&A expenses -62 -112 -74 -75 -78 -100 -87 -88 -65
Other income/exp. 4 -33 17 2 -8 -44 -4 -18 -11
EBIT 254 86 53 253 256 159 95 382 43
Net financials 20 28 28 53 46 139 255 139 -321
Pre-tax profit 274 114 81 306 303 297 350 521 -278
Income tax -57 -28 -18 -69 -55 -56 -71 -99 55
Minority interests -17 1 -7 -3 -11 -10 -11 -26 -13
Net profit 200 88 56 234 237 231 268 397 -236
    
EBITDA 331 159 128 328 334 243 174 462 120
EBITDA margin (%) 8.9 5.0 5.0 10.7 9.4 6.1 4.9 11.0 2.5

 Source: Lotos, UniCredit Global Research 
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KEY ASSUMPTIONS, RATIOS AND MULTIPLES 

 2004 2005 2006 2007 2008E 2009E 2010E 2011E
Operating data and assumptions   
Brent crude (USD/bbl) 38.22 54.36 65.13 72.45 98.27 76.70 85.50 89.50
Urals (USD/bbl) 34.61 50.34 60.93 69.49 95.27 73.70 82.50 86.50
Ural-Brent differential (USD/bbl) -3.61 -4.02 -4.20 -2.96 -3.0 -3.0 -3.0 -3.0
Brent-ROT ref. margin (USD/bbl) 4.75 6.23 4.82 4.88 7.40 5.00 5.00 6.00
Ural-ROT ref. margin (USD/bbl) 6.41 7.76 6.64 5.47 7.20 5.00 5.00 6.00
PLN/USD avg. 3.62 3.23 3.10 2.77 2.39 2.70 2.70 2.70
Refinery throughput kt 4,744 4,837 6,098 6,157 6,120 5,880 7,875 9,766
Nameplate capacity 4,500 5,250 6,000 6,000 6,000 6,000 10,500 10,500
CUR (%) 105.4 92.1 101.6 102.6 102.0 98.0 75.0 93.0
Sales volumes (kt) 5,019 4,919 7,043 7,116 7,220 6,880 7,796 9,180
R&M EBITDA/bbl (USD) 6.25 7.83 6.28 6.92 4.78 5.41 5.74 7.40
R&M EBIT/bbl (USD) 4.87 5.77 4.35 4.68 2.08 1.93 2.49 3.22
R&M EBITDA/bbl (USD), LIFO 5.67 5.93 7.24 3.77 5.08 5.34 5.61 7.23
R&M EBIT/bbl (USD), LIFO 4.29 3.86 5.31 1.53 2.38 1.86 2.36 3.06
E&P production (bbl/d) 6,582 4,915 5,485 3,936 5,485 6,329 6,329 6,329
E&P unit profits (USD/bbl) n.a. 25.93 32.31 33.96 32.29 22.11 28.59 33.14
Retail sites (No.) 349 401 401 379 355 360 380 400
Financials ratios      
EPS (PLN) 6.90 6.67 5.86 6.72 0.19 1.90 3.03 2.92
EPS growth (%) 87.5 -3.3 -12.2 14.6 -97.2 898.9 59.7 -3.8
CEPS (PLN) 8.74 9.75 8.67 9.76 2.75 4.77 6.93 9.01
Gross DPS (PLN) 0.20 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Payout ratio (%) 2.9 0.0 0.0 0.0 0.0 0.0 0.0 0.0
NAVPS (PLN) 33.6 47.3 45.9 51.1 51.3 53.2 56.2 59.2
Effective tax rate (%) 21.1 15.1 20.6 19.4 19.0 19.0 19.0 19.0
Net gearing (%) 4.9 -10.9 -8.4 5.7 41.1 66.6 83.3 85.7
Net debt/EBITDA (x) 0.2 -0.5 -0.4 0.3 3.4 6.0 5.7 4.0
Interest cover (x) -8.7 -17.5 -8.3 -2.7 1.3 47.0 13.1 2.6
Current ratio (x) 2.12 1.97 2.17 2.38 2.56 2.75 3.02 2.90
Multiples       
P/E (x) 1.9 2.0 2.3 2.0 70.1 7.0 4.4 4.6
P/CE (x) 1.5 1.4 1.5 1.4 4.8 2.8 1.9 1.5
EV/EBITDA (x) 1.5 1.2 1.3 2.1 6.1 8.9 7.9 5.5
EV/DACF (x) 2.0 1.4 1.6 2.6 8.7 12.0 9.8 6.8
P/NAVPS (x) 0.40 0.28 0.29 0.26 0.26 0.25 0.24 0.23
P/Sales (x) 0.14 0.16 0.12 0.12 0.10 0.12 0.08 0.07
EV/Sales (x) 0.16 0.13 0.11 0.17 0.28 0.46 0.40 0.35
EV/EBIT (x) 1.9 1.6 1.7 3.0 11.4 17.6 13.6 9.9
ROE (%) 26.0 25.9 13.6 13.8 0.4 3.6 5.5 5.1
ROA (%) 15.6 16.9 9.0 8.7 0.2 1.8 2.6 2.2
ROACE (%) 22.7 21.6 14.0 10.2 4.3 3.1 4.0 5.2

 Source: Lotos, UniCredit Global Research estimates 
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Disclaimer 
Our recommendations are based on information obtained from, or are based upon public information sources that we consider to be reliable but for the completeness and 
accuracy of which we assume no liability. All estimates and opinions included in the report represent the independent judgment of the analysts as of the date of the issue. We 
reserve the right to modify the views expressed herein at any time without notice. Moreover, we reserve the right not to update this information or to discontinue it altogether 
without notice. 

This analysis is for information purposes only and (i) does not constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe for any 
financial, money market or investment instrument or any security, (ii) is neither intended as such an offer for sale or subscription of or solicitation of an offer to buy or subscribe 
for any financial, money market or investment instrument or any security nor (iii) as an advertisement thereof. The investment possibilities discussed in this report may not be 
suitable for certain investors depending on their specific investment objectives and time horizon or in the context of their overall financial situation. The investments discussed 
may fluctuate in price or value. Investors may get back less than they invested. Changes in rates of exchange may have an adverse effect on the value of investments. 
Furthermore, past performance is not necessarily indicative of future results. In particular, the risks associated with an investment in the financial, money market or investment 
instrument or security under discussion are not explained in their entirety.  

This information is given without any warranty on an "as is" basis and should not be regarded as a substitute for obtaining individual advice. Investors must make their own 
determination of the appropriateness of an investment in any instruments referred to herein based on the merits and risks involved, their own investment strategy and their legal, 
fiscal and financial position. As this document does not qualify as an investment recommendation or as a direct investment recommendation, neither this document nor any part 
of it shall form the basis of, or be relied on in connection with or act as an inducement to enter into, any contract or commitment whatsoever. Investors are urged to contact their 
bank's investment advisor for individual explanations and advice. 

Neither Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, Bayerische Hypo- und Vereinsbank AG Milan Branch, UniCredit CAIB Securities UK Ltd. and UniCredit 
Aton, nor any of their respective directors, officers or employees nor any other person accepts any liability whatsoever (in negligence or otherwise) for any loss howsoever arising 
from any use of this document or its contents or otherwise arising in connection therewith. 

This analysis is being distributed by electronic and ordinary mail to professional investors, who are expected to make their own investment decisions without undue reliance on 
this publication, and may not be redistributed, reproduced or published in whole or in part for any purpose. 

Responsibility for the content of this publication lies with:  

a) Bayerische Hypo- und Vereinsbank AG, Am Tucherpark 16, 80538 Munich, Germany, (also responsible for the distribution pursuant to §34b WpHG). The company belongs to 
UniCredit Group. 

Regulatory authority: “BaFin“ – Bundesanstalt für Finanzdienstleistungsaufsicht, Lurgiallee 12, 60439 Frankfurt, Germany. 

b) Bayerische Hypo- und Vereinsbank AG Milan Branch, Via Tommaso Grossi, 10, 20121 Milan, Italy, duly authorized by the Bank of Italy to provide investment services.  

Regulatory authority: “Bank of Italy”, Via Nazionale 91, 00184 Roma, Italy and Bundesanstalt für Finanzdienstleistungsaufsicht, Lurgiallee 12, 60439 Frankfurt, Germany. 

The UniCredit CAIB Group, consisting of 

c) UniCredit CAIB AG, Julius Tandler-Platz 3, 1090 Vienna, Austria 

Regulatory authority: Finanzmarktaufsichtsbehörde (FMA), Praterstrasse 23, 1020 Vienna, Austria 

d) UniCredit CAIB Securities UK Ltd., Moor House, 120 London Wall, London EC2Y 5ET, United Kingdom 

Regulatory authority: Financial Services Authority (FSA), 25 The North Colonnade, Canary Wharf, London E14 5HS, United Kingdom 

e) UniCredit Aton, Boulevard Ring Office Building, 17/1 Chistoprudni Boulevard, Moscow 101000, Russia 

Regulatory authority: Federal Service on Financial Markets, 9 Leninsky prospekt, Moscow 119991, Russia 

POTENTIAL CONFLICTS OF INTERESTS 

A&D Pharma Holdings N.V. 4; AmRest 3; Asseco Poland 2, 4; Asseco Slovakia 2, 3; Bank Handlowy 3; Bank of Georgia 2; Bulgarian American Credit Bank 4; CA Immo 
International 3; Central Cooperative Bank 1a; CEZ 3; Cinema City International 2, 3; Cyfrowy Polsat SA 2, 3; Dom Development 3; ECM 3; Emperia Holding 3; Empik 3; Erste 
Bank 2, 3; Eurocash 3; Flamingo 2; Getin Holding 4; GTC 3; Immoeast 3; ING Bank Slaski SA 2, 3; KGHM SA 3; Komercni Banka 3; LC Corp. 3; Lotos 3; Multimedia 3; New 
World Resources N.V. 2, 3; Noble Bank SA 3; OMV 3; Orco Property Group 3; OTP 2; PBG S.A. 2; Pegas Nonwovens S.A. 3; Philip Morris CR 3; PKN 3; PKO BP 3; Pol Aqua 2; 
Polskie Górnictwo Naftowe 3; Raiffeisen International 3; Ronson Europe N.V. 3; Strabag SE 2, 3; Telefonica O2 CR 3; Telekomunikacja Polska SA 3; Tofas Fabrika 4; Trakcja 
Polska 2; TVN 3; Unipetrol 3; Vienna Insurance Group 3; Vistula & Wolczanka 3; Warimpex 2, 3; Wienerberger 2, 3; Zakladny Azotowe Pulawy 3; Zaklady Metali Lekkich Kety 
SA 1a; Zentiva 3 

Aareal Bank 2, 3; adidas 4; ADLER Real Estate 3; Air Liquide 3; Alcatel-Lucent 3; Allianz 1b, 3, 4, 6a; AMB Generali Holding 3; Aragon AG 3; BASF 2; Bertrandt 3; BMW 2, 3, 4; 
Carrefour 3; Daimler 2, 3, 4; Data Modul 3; DEPFA BANK plc 2, 3; Deutsche Bank 3; Deutsche Telekom 2, 3; DIC Asset 3; Dr. Hönle AG 3; E.ON 2, 3; EADS 3; ENEL 2, 3, 6a, 7; 
Escada 2; FJA 4; France Telecom 2, 3; Fresenius Medical Care 2; Fresenius Pref. 2; Grammer 3, 4; Graphit Kropfmühl 3, 4; HeidelbergCement 1a; hotel.de 1a, 3; Hypo Real 
Estate Group 2, 3; IDS Scheer 3; Infineon 4; itelligence 3; Koenig & Bauer 2, 3, 4; LEONI 4; Munich Re 4; Nabaltec 3; Nokia 3; Nordex AG 1a; Novartis 2; POLIS Immobilien AG 
3; Postbank 2, 3; Premiere 1a; PROCON MultiMedia AG 2, 3, 4, 5, 7; Qimonda 2, 4; Rhön-Klinikum 3; SAP 4; Schmack Biogas 3; SGL Group 6a; Sixt 3; SoftM 3, 4; 
STMicroelectronics 3; Teles 3; UBS 2, 4; Vizrt 3; Volkswagen 1a, 2, 3 

A2A 3; Acotel 3, 5; ACTELIOS 3, 5, 7; Aicon 3, 5, 7; ALLEANZA 1a, 3; Ansaldo STS 7; Astaldi 3, 5; Atlantia 1a; Autogrill 7; BANCA GENERALI 1a; BANCA ITALEASE 7; Banca 
Monte dei Paschi di Siena 3; BANCA POPOLARE DI MILANO 3; Banco Popolare 3; BENI STABILI 7; Bialetti 5, 7; BREMBO 7; BULGARI 3; CAD IT 3, 5; Cairo Communication 
1a; Credito Emiliano 6a; Damiani 3, 5; De' Longhi 7; Digital Multimedia Technologies 3, 5; Ducati Motor Holding 4, 7; EDISON 7; ELICA 3, 5, 7; ENEL 2, 3, 6a, 7; ENI 2, 3; Erg 3, 
4, 7; ERG Renew 3, 4, 7; Fastweb 7; Fiat 3, 7; Finmeccanica 2, 3, 7; Gemina 1a, 2, 7; Generali 1a, 3; GEOX 3; Hera 4, 7; IFIL 6a; Il Sole 24 Ore 2, 7; IMA 3, 5; IMPREGILO 7; 
Indesit Company 7; Intesa Sanpaolo 3; IT HOLDING 3, 5, 7; ITALCEMENTI 3, 6a; LOTTOMATICA 3, 7; LUXOTTICA GROUP 3; Mediaset 3; MEDIOLANUM 3; Pirelli 3, 6a, 7; 
Poltrona Frau 1a, 3, 5, 7; Prima Industrie 2, 4, 7; Prysmian 3; REPLY 3, 5; Safilo Group 7; SAIPEM 3; SARAS 7; Seat Pagine Gialle 3; Snam Rete Gas 3; SNIA Group 7; 
SOCOTHERM 7; SOGEFI 3, 5; STEFANEL 7; STMicroelectronics 3; Telecom Italia 3, 6a; TELECOM ITALIA MEDIA 6a; TENARIS 3; Terna 3; TISCALI 3; UBI Banca 3; UNIPOL 
3 

A-TEC Industries 4; Andritz 3; AT&S 2; Austrian Airlines 1a, 3; BWT 3; C-Quadrat Investment 3; CA Immo 1a, 3; CA Immo International 3; Century Casinos 3; conwert 2, 3; CWT 
3; DO & CO 3; Erste Bank 2, 3; EVN 3, 4; Immoeast 3; Mayr-Melnhof 3, 4; OMV 3; Österreichische Post 3; Palfinger 3; Polytec Holding 3; Raiffeisen International 3; RHI 3; SBO 
2, 3; Semperit 3; Strabag SE 2, 3; Telekom Austria 3; Verbund 3, 4; Vienna Insurance Group 3; Vienna Int. Airport 3; voestalpine 3; Warimpex 2, 3; Wienerberger 2, 3; Wolford 3; 
Zumtobel 3 

Acron 4; Caspian Services 1a; Highland Gold 2; Lukoil 3; Moscow Integrated DisCo 2; Norilsk Nickel 3; Rambler 3; RBC 1a, 2; ShalkiyaZinc 1a; Steppe Cement 3; SurgutNG 3; 
Tatneft 3; UES Basket 1a, 3; Urals Energy 3, 4; Vimpelcom 2 

Tofas Fabrika 4 

Key 1a: Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, Bayerische Hypo- und Vereinsbank AG Milan Branch, UniCredit CAIB Securities UK Ltd., UniCredit Aton 
and/or a company affiliated with it (pursuant to relevant domestic law) owns at least 2 % of the capital stock of the company. 

Key 1b: The analyzed company owns at least 2% of the capital stock of Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, Bayerische Hypo- und Vereinsbank AG 
Milan Branch, UniCredit CAIB Securities UK Ltd., UniCredit Aton and/or a company affiliated with it (pursuant to relevant domestic law). 

Key 2: Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, Bayerische Hypo- und Vereinsbank AG Milan Branch and UniCredit CAIB Securities UK Ltd., UniCredit Aton 
and/or a company affiliated with it (pursuant to relevant domestic law) belonged to a syndicate that has acquired securities or any related derivatives of the analyzed company 
within the twelve months preceding publication, in connection with any publicly disclosed offer of securities of the analyzed company, or in any related derivatives. 
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Key 3: Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, Bayerische Hypo- und Vereinsbank AG Milan Branch and UniCredit CAIB Securities UK Ltd., UniCredit Aton 
and/or a company affiliated (pursuant to relevant domestic law) administers the securities issued by the analyzed company on the stock exchange or on the market by quoting 
bid and ask prices (i.e. acts as a market maker or liquidity provider in the securities of the analyzed company or in any related derivatives) 

Key 4: The analyzed company and Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, Bayerische Hypo- und Vereinsbank AG Milan Branch and UniCredit CAIB 
Securities UK Ltd., UniCredit Aton and/or a company affiliated (pursuant to relevant domestic law) concluded an agreement on services in connection with investment banking 
transactions in the last 12 months, in return for which the Bank received a consideration or promise of consideration. 

Key 5: The analyzed company and Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, Bayerische Hypo- und Vereinsbank AG Milan Branch and UniCredit CAIB 
Securities UK Ltd., UniCredit Aton and/or a company affiliated (pursuant to relevant domestic law) have concluded an agreement on the preparation of analyses.  

Key 6a: Employees of Bayerische Hypo- und Vereinsbank AG Milan Branch and/or members of the Board of Directors of UniCredit (pursuant to relevant domestic law) are 
members of the Board of Directors of the Issuer. Members of the Board of Directors of the Issuer hold office in the Board of Directors of UniCredit (pursuant to relevant domestic law). 

Key 6b: The analyst is on the supervisory/management board of the company they cover. 

Key 7: Bayerische Hypo- und Vereinsbank AG Milan Branch and/or other Italian banks belonging to the UniCredit Group (pursuant to relevant domestic law) extended significant 
amounts of credit facilities to the Issuer. 

 

RECOMMENDATIONS, RATINGS AND EVALUATION METHODOLOGY  

Overview of our ratings 

You will find the history of rating regarding recommendation changes as well as an overview of the breakdown in absolute and relative terms of our investment ratings on our 
websites hvbmarkets.de and http://www.mib-unicredit.com/research-disclaimer under the heading “Disclaimer.” 

The history of recommendations is not provided for HVB Milan and UniCredit CAIB AG. 

Note on what the evaluation of equities is based:  

We currently use a three-tier recommendation system for the stocks in our formal coverage: Buy, Hold, or Sell (see definitions below): 

A Buy is applied when the expected total return over the next twelve months is higher than the stock's cost of equity.  

A Hold is applied when the expected total return over the next twelve months is lower than its cost of equity but higher than zero.  

A Sell is applied when the stock's expected total return over the next twelve months is negative.  

We employ three further categorizations for stocks in our coverage: 

Restricted: A rating and/or financial forecasts and/or target price is not disclosed owing to compliance or other regulatory considerations such as blackout period or conflict of 
interest.  

Coverage in transition: Due to changes in the research team, the disclosure of a stock's rating and/or target price and/or financial information are temporarily suspended. The 
stock remains in the research universe and disclosures of relevant information will be resumed in due course.  

Not rated: Suspension of coverage. 

Until December 4, 2006, the investment ratings used by Bayerische Hypo- und Vereinsbank AG were in principle judgments relative to an index as a benchmark. The ratings 
used by Bayerische Hypo- und Vereinsbank AG until that date were as follows: Buy, Outperform, Neutral, Underperform and Sell. Outperform/Underperform ratings meant that 
we expected a stock to outperform or underperform the benchmark by more than 5%. Similarly, a Buy or Sell rating was based on the assumption of outperformance or 
underperformance of more than 10%, including an absolute component (i.e. projected absolute gains or losses). The benchmark for the stocks covered in publications earlier to 
the date hereof was the Euro STOXX 50. 

Until April 1, 2007, the investment ratings used HVB Milan Branch (formerly UniCredit Banca Mobiliare S.p.A.) were judgments based on the expected total return (price 
performance plus dividend) relative to the total return of the stock's local market over the next 12 months. The ratings used by HVB Milan Branch (formerly UniCredit Banca 
Mobiliare S.p.A.) until that date were as follows: Buy – expected to outperform the market by 10 or more percentage points; Accumulate: expected to outperform the market by 5-10 
percentage points; Hold: expected to perform in line with the market, plus or minus five percentage points; Reduce: expected to underperform the market by 5-10 percentage 
points; Sell: expected to underperform the market by 10 or more percentage points. 

Until August 27, 2007, the investment ratings used by UniCredit Aton were as follows: Buy – appreciation potential of more than 15% over the next 12 months, Hold – appreciation 
potential of 0%-15% over the next 12 months, Sell – appreciation potential of less than 0% over the next 12 months. 

UniCredit CAIB AG and UniCredit CAIB Securities UK Ltd. have been using the current three-tier recommendation system for the past twelve months. 

Company valuations are based on the following valuation methods: Multiple-based models (P/E, P/cash flow, EV/sales, EV/EBIT, EV/EBITA, EV/EBITDA), peer-group 
comparisons, historical valuation approaches, discount models (DCF, DVMA, DDM), break-up value approaches or asset-based evaluation methods. Furthermore, 
recommendations are also based on the Economic profit approach. Valuation models are dependent on macroeconomic factors, such as interest rates, exchange rates, raw 
materials, and on assumptions about the economy. Furthermore, market sentiment affects the valuation of companies. The valuation is also based on expectations that might 
change rapidly and without notice, depending on developments specific to individual industries. Our recommendations and target prices derived from the models might therefore 
change accordingly. The investment ratings generally relate to a 12-month horizon. They are, however, also subject to market conditions and can only represent a snapshot. The 
ratings may in fact be achieved more quickly or slowly than expected, or need to be revised upward or downward. 

Note on the bases of evaluation for interest-bearing securities: 

Our investment ratings are in principle judgments relative to an index as a benchmark.  

Issuer level: 

Marketweight: We recommend having the same portfolio exposure in the name as the respective reference index (the iBoxx index universe for high-grade names and the ML 
EUR HY index for sub-investment grade names). 

Overweight: We recommend having a higher portfolio exposure in the name as the respective reference index (the iBoxx index universe for high-grade names and the ML EUR 
HY index for sub-investment grade names). 

Underweight: We recommend having a lower portfolio exposure in the name as the respective reference index (the iBoxx index universe for high-grade names and the ML EUR 
HY index for sub-investment grade names). 

Instrument level: 

Core hold: We recommend holding the respective instrument for investors who already have exposure. 

Sell: We recommend selling the respective instrument for investors who already have exposure. 

Buy: We recommend buying the respective instrument for investors who already have exposure. 

Trading recommendations for fixed-interest securities mostly focus on the credit spread (yield difference between the fixed-interest security and the relevant government bond or 
swap rate) and on the rating views and methodologies of recognized agencies (S&P, Moody’s, Fitch). Depending on the type of investor, investment ratings may refer to a short 
period or to a 6 to 9-month horizon. Please note that the provision of securities services may be subject to restrictions in certain jurisdictions. You are required to acquaint 
yourself with local laws and restrictions on the usage and the availability of any services described herein. The information is not intended for distribution to or use by any person 
or entity in any jurisdiction where such distribution would be contrary to the applicable law or provisions. 
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The prices used in the analysis are the closing prices of the appropriate local trading system or the closing prices on the relevant local stock exchanges. In the case of unlisted 
stocks, the average market prices based on various major broker sources (OTC market) are used. 

The MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information and any 
other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is provided on an “as is” 
basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the 
information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of this 
information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party involved in, or related to, computing or compiling the information 
have any liability for any damages of any kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates. 

The Global Industry Classification Standard (GICS) was developed by and is the exclusive property of Morgan Stanley Capital International Inc. and Standard & Poor’s. GICS is a 
service mark of MSCI and S&P and has been licensed for use by UniCredit CAIB Group 

Coverage Policy 

A list of the companies covered by Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, UniCredit CAIB Securities UK Ltd., Bayerische Hypo- und Vereinsbank AG Milan 
Branch and UniCredit Aton is available upon request. 

Frequency of reports and updates 

It is intended that each of these companies be covered at least once a year, in the event of key operations and/or changes in the recommendation. Companies for which Bayerische Hypo- und 
Vereinsbank AG Milan Branch acts as Sponsor or Specialist must be covered in accordance with the regulations of the competent market authority. 

SIGNIFICANT FINANCIAL INTEREST:  

Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, Bayerische Hypo- und Vereinsbank AG Milan Branch, UniCredit CAIB Securities UK Ltd., UniCredit Aton and/or a 
company affiliated (pursuant to relevant national German, Italian, Austrian, UK and Russian law) with them regularly trade shares of the analyzed company. Bayerische Hypo- 
und Vereinsbank AG, UniCredit CAIB AG, Bayerische Hypo- und Vereinsbank AG Milan Branch, UniCredit CAIB Securities UK Ltd. and UniCredit Aton may hold significant open 
derivative positions on the stocks of the company which are not delta-neutral.  

Analyses may refer to one or several companies and to the securities issued by them. In some cases, the analyzed issuers have actively supplied information for this analysis. 

ANALYST DECLARATION 

The author’s remuneration has not been, and will not be, geared to the recommendations or views expressed in this study, neither directly nor indirectly. 

ORGANIZATIONAL AND ADMINISTRATIVE ARRANGEMENTS TO AVOID AND PREVENT CONFLICTS OF INTEREST 

To prevent or remedy conflicts of interest, Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, UniCredit CAIB Securities UK Ltd., Bayerische Hypo- und Vereinsbank 
AG Milan Branch and UniCredit Aton have established the organizational arrangements required from a legal and supervisory aspect, adherence to which is monitored by its 
compliance department. Conflicts of interest arising are managed by legal and physical and non-physical barriers (collectively referred to as “Chinese Walls”) designed to restrict 
the flow of information between one area/department of Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, UniCredit CAIB Securities UK Ltd., Bayerische Hypo- und 
Vereinsbank AG Milan Branch and UniCredit Aton and another. In particular, Investment Banking units, including corporate finance, capital market activities, financial advisory 
and other capital raising activities, are segregated by physical and non-physical boundaries from Markets Units, as well as the research department. In the case of equities 
execution by Bayerische Hypo- und Vereinsbank AG Milan Branch, other than as a matter of client facilitation or delta hedging of OTC and listed derivative positions, there is no 
proprietary trading. Disclosure of publicly available conflicts of interest and other material interests is made in the research. Analysts are supervised and managed on a day-to-
day basis by line managers who do not have responsibility for Investment Banking activities, including corporate finance activities, or other activities other than the sale of 
securities to clients. 

ADDITIONAL REQUIRED DISCLOSURES UNDER THE LAWS AND REGULATIONS OF JURISDICTIONS INDICATED 

Notice to Austrian investors 

This document does not constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe for any securities and neither this document 
nor any part of it shall form the basis of, or be relied on in connection with or act as an inducement to enter into, any contract or commitment whatsoever. 

This document is confidential and is being supplied to you solely for your information and may not be reproduced, redistributed or passed on to any other person or published, in 
whole or part, for any purpose. 

Notice to Czech investors 

This report is intended for clients of Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, UniCredit CAIB Securities UK Ltd. or Bayerische Hypo- und Vereinsbank AG 
Milan Branch in the Czech Republic and may not be used or relied upon by any other person for any purpose. 

Notice to Italian investors 

This document is not for distribution to retail clients as defined in article 26, paragraph 1(e) of Regulation n. 16190 approved by CONSOB on October 29, 2007.  

In the case of a short note, we invite the investors to read the related company report that can be found on UniCredit Global Research website www.globalresearch.unicreditmib.eu. 

Notice to Russian investors 

As far as we are aware, not all of the financial instruments referred to in this analysis have been registered under the federal law of the Russian Federation “On the Securities 
Market” dated April 22, 1996, as amended, and are not being offered, sold, delivered or advertised in the Russian Federation. 

Notice to Turkish investors 

Investment information, comments and recommendations stated herein are not within the scope of investment advisory activities. Investment advisory services are provided in 
accordance with a contract of engagement on investment advisory services concluded with brokerage houses, portfolio management companies, non-deposit banks and the 
clients. Comments and recommendations stated herein rely on the individual opinions of the ones providing these comments and recommendations. These opinions may not suit 
your financial status, risk and return preferences. For this reason, to make an investment decision by relying solely on the information stated here may not result in consequences 
that meet your expectations. 

Notice to Investors in Japan 

This document does not constitute or form part of any offer for sale or subscription for or solicitation of any offer to buy or subscribe for any securities and neither this document 
nor any part of it shall form the basis of, or be relied on in connection with or act as an inducement to enter into, any contract or commitment whatsoever. 

Notice to UK investors 

This communication is directed only at clients of Bayerische Hypo- und Vereinsbank AG, UniCredit CAIB AG, UniCredit CAIB Securities UK Ltd. or Bayerische Hypo- und 
Vereinsbank AG Milan Branch who (i) have professional experience in matters relating to investments or (ii) are persons falling within Article 49(2)(a) to (d) (“high net worth 
companies, unincorporated associations, etc.”) of the United Kingdom Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 or (iii) to whom it may 
otherwise lawfully be communicated (all such persons together being referred to as “relevant persons”). This communication must not be acted on or relied on by persons who 
are not relevant persons. Any investment or investment activity to which this communication relates is available only to relevant persons and will be engaged in only with relevant 
persons. 

Notice to U.S. investors 
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This report is being furnished to U.S. recipients in reliance on Rule 15a-6 ("Rule 15a-6") under the U.S. Securities Exchange Act of 1934, as amended. Each U.S. recipient of this 
report represents and agrees, by virtue of its acceptance thereof, that it is such a "major U.S. institutional investor" (as such term is defined in Rule 15a-6) and that it understands 
the risks involved in executing transactions in such securities. Any U.S. recipient of this report that wishes to discuss or receive additional information regarding any security or 
issuer mentioned herein, or engage in any transaction to purchase or sell or solicit or offer the purchase or sale of such securities, should contact a registered representative of 
UniCredit Capital Markets, Inc. (“UCI Capital Markets”). 

Any transaction by U.S. persons (other than a registered U.S. broker-dealer or bank acting in a broker-dealer capacity) must be effected with or through UCI Capital Markets. 

The securities referred to in this report may not be registered under the U.S. Securities Act of 1933, as amended, and the issuer of such securities may not be subject to U.S. 
reporting and/or other requirements. Available information regarding the issuers of such securities may be limited, and such issuers may not be subject to the same auditing and 
reporting standards as U.S. issuers. 

The information contained in this report is intended solely for certain "major U.S. institutional investors" and may not be used or relied upon by any other person for any purpose. 
Such information is provided for informational purposes only and does not constitute a solicitation to buy or an offer to sell any securities under the Securities Act of 1933, as 
amended, or under any other U.S. federal or state securities laws, rules or regulations. The investment opportunities discussed in this report may be unsuitable for certain 
investors depending on their specific investment objectives, risk tolerance and financial position. In jurisdictions where UCI Capital Markets is not registered or licensed to trade in 
securities, commodities or other financial products, transactions may be executed only in accordance with applicable law and legislation, which may vary from jurisdiction to 
jurisdiction and which may require that a transaction be made in accordance with applicable exemptions from registration or licensing requirements. 

The information in this publication is based on carefully selected sources believed to be reliable, but UCI Capital Markets does not make any representation with respect to its 
completeness or accuracy. All opinions expressed herein reflect the author’s judgment at the original time of publication, without regard to the date on which you may receive 
such information, and are subject to change without notice. 

UCI Capital Markets may have issued other reports that are inconsistent with, and reach different conclusions from, the information presented in this report. These publications 
reflect the different assumptions, views and analytical methods of the analysts who prepared them. Past performance should not be taken as an indication or guarantee of future 
performance, and no representation or warranty, express or implied, is provided in relation to future performance.  

UCI Capital Markets and any company affiliated with it may, with respect to any securities discussed herein: (a) take a long or short position and buy or sell such securities; (b) 
act as investment and/or commercial bankers for issuers of such securities; (c) act as market makers for such securities; (d) serve on the board of any issuer of such securities; 
and (e) act as paid consultant or advisor to any issuer. 

The information contained herein may include forward-looking statements within the meaning of U.S. federal securities laws that are subject to risks and uncertainties. Factors 
that could cause a company’s actual results and financial condition to differ from expectations include, without limitation: political uncertainty, changes in general economic 
conditions that adversely affect the level of demand for the company’s products or services, changes in foreign exchange markets, changes in international and domestic 
financial markets and in the competitive environment, and other factors relating to the foregoing. All forward-looking statements contained in this report are qualified in their 
entirety by this cautionary statement 

This document may not be distributed in Canada or Australia. 

 

 



 

 

Lotos Group

 

 

21 November 2008 Global Equity Research

 Bayerische Hypo- und Vereinsbank AG        ●        UniCredit CAIB Group page 13

UniCredit Global Research* 
Thorsten Weinelt, CFA 
Global Head of Research & Chief Strategist  
+49 89 378-15110 
thorsten.weinelt@unicreditgroup.de 

  
Dr. Ingo Heimig 
Head of Research Operations  
+49 89 378-13952 
ingo.heimig@unicreditgroup.de 

Global Equity Research  

Mark Robinson, Head +44 20 7826 7960 
Tomasz Bardziłowski, CFA, Deputy Head, Head of EME Research +48 22 586 2979 

 Ben Carey, MBA, Co-Head, Russia/CIS Research +44 20 7826 7951 
Julia Bushueva, Co-Head, Russia/CIS Research +7 495 777 8877 ext. 3124 

EME Sector Analysts 

Banks 
Gyorgy Olah 
+44 20 7826 7968 
Adriana Marin 
+40 21 206 4698 
Paul Wessely 
+43 50505 82331 
Radena Georgieva 
+44 20 7826 7959 
Rustam Botashev, CFA 
+7 495 777 8877 ext. 3129 
Iza Rokicka 
+48 22 586 2387 
Ercan Uysal 
+90 533 920 6171 

Consumer/Retail 
Anna Kochkina 
+7 495 777 8877  ext. 3120 
Andrey Mankov 
+7 495 777 8877  ext. 3142 
Michal Potyra 
+48-22-5862972 

Insurance 
Paul Wessely 
+43 50505 82331 

IT 
Przemysław Sawała-Uryasz 
+48 22 586 2960 
Nadezhda Golubeva, CFA 
+7 495 777 8834 

Infrastructure/Small caps 
Elena Myazina 
+7 495 777 8877 ext. 3136 
Patrick Basiewicz 
+44 20 7826 7957 

Media 
Anna Kurbatova 
+7 495 777 8829  
Przemysław Sawała-Uryasz  
+ 48 22 586 2960 

Metals & Mining 
Marat Gabitov 
+7 495 777 8877 ext. 3138 
George Buzhenitsa 
+7 495 777 8877 ext. 3131 

Oil & Gas 
Artem Konchin 
+7 495 777 8838 
Róbert Réthy, CFA  
+36 1 374 7934  
Ilya Balabanovsky 
+7 495 777 8877 ext. 3119 
Pavel Sorokin 
+7 495 777 8877 ext. 3123 

Pharmaceuticals 
Anna Kochkina 
+7 495 777 8877  ext. 3120 
Adriana Marin 
+40 21 206 4698 

Real Estate 
Alexander Hodosi 
+43 50505 82359 
Roman Gromov 
+7 495 777 8877 ext. 3126 

Telecoms 
Anna Bossong, CFA 
+44 20 7826 7954 
Nadezhda Golubeva, CFA 
+7 495 777 8834 
Anna Kurbatova 
+7 495 777 8829 

Utilities 
Dmytro Konovalov 
+7 495 777 8877  ext. 3117 
Dan Karpisek, CFA 
+420 22 111 2570 

Strategists 
Equity 
Mark Robinson 
+44 20 7826 7960 
Roger Monson, CFA 
+44 20 7826 7963 
Julia Bushueva 
+7 495 777 8877 ext. 3124 
Patrick Basiewicz 
+44 20 7826 7957 

Economics, Fixed Income & FX 
Martin Blum 
+43 50505 82363 
+43 664 313 46 02 
Dmitry Gourov  
+43 50505 82364 
Vladimir Osakovsky 
+7 495 777 8877 ext. 3139 
Goran Šaravanja 
+385 1 6006 678 
Pavel Sobisek 
+420 22115 2504 
Gyula Toth 
+43 50505 82362 
 

Regional Research 

Bulgaria 
Radena Georgieva 
+44 20 7826 7959 

Croatia 
Goran Šaravanja 
+385 1 6006 678 

Czech Republic 
Dan Karpisek, CFA 
+420 22 111 2570 
Pavel Sobíšek 
+420 22 111 2504 

Hungary 
Róbert Réthy, CFA 
+36 1 374 7934 
Gyula Toth 
+43 50505 82362 

Poland 
Tomasz Bardziłowski, CFA 
+48 22 586 2979 
Przemysław Sawała-Uryasz  
+ 48 22 586 2960 
Iza Rokicka 
+48 22 586 2387 
Marcin Gatarz 
+48 22 586 2964 
Michał Potyra 
+48 22 586 2972 
Rafał Ałasa 
+48 22 586 2985 
Maria Szymańska 
+48 22 586 2967 

Romania 
Adriana Marin 
+40 21 206 4698 
Carmen Arsene, CFA 
+40 21 206 4697 
Anca Stoicescu 
+40 21 206 4684 

Slovenia 
Goran Šaravanja 
+385 1 6006 678 
Patrick Basiewicz 
+44 20 7826 7957 

Turkey 
Martin Blum 
+43 50505 82363 
+43 664 313 46 02 
Ercan Uysal 
+90 533 920 6171 

Russia and FSU 
 
Strategy 
Julia Bushueva 
+7 495 777 8877 ext. 3124 

Economics 
Vladimir Osakovsky 
+7 495 777 8877  ext. 3139 

Banks  
Rustam Botashev, CFA 
+7 495 777 8877 ext. 3129 

Infrastructure/Small caps 
Elena Myazina 
+7 495 777 8877 ext. 3136 

Media 
Anna Kurbatova 
+7 495 777 8829 

Metals & Mining 
Marat Gabitov 
+7 495 777 8877 ext. 3138 
George Buzhenitsa 
+7 495 777 8877 ext. 3131 

Oil & Gas  
Artem Konchin 
+7 495 777 8838  
Ilya Balabanovsky 
+7 495 777 8877 ext. 3119 
Pavel Sorokin 
+7 495 777 8877 ext. 3123 

Real Estate 
Roman Gromov 
+7 495 777 8877 ext. 3126 

Telecoms/Technology 
Nadezhda Golubeva, CFA 
+7 495 777 8834 
Anna Kurbatova 
+7 495 777 8829 

Consumer/Retail  
Anna Kochkina 
+7 495 777 8877  ext. 3120 
Andrey Mankov 
+7 495 777 8877  ext. 3142 

Utilities 
Dmytro Konovalov 
+7 495 777 8877  ext. 3117 
 
 

Heads of Equity 
Research 

Germany 
Andreas Heine/Georg Stürzer  
+49 89 378 16921/18252 

Italy  
Roberto Odierna 
+39 02 88628912 

Austria  
Peter Bauernfried 
+43 50505 82368 
 
Global Strategy 
Gerhard Schwarz  
+49 89 378 12421 
 
ESG Research 
Patrick Berger, CFA 
+44 20 7826 7952 
 
Sales 

Europe 
+44 20 7826 7911
US 
+1212 672 6140
Italy 
+39 02 8862 0643 
Austria 
+43 (0) 50505 82976 
Germany 
+49 89 378 14129

Poland 
+48 22 586 2979 

Russia and FSU 
+7 495 777 8843 
 
 
Sales Trading 

Europe 
+44 20 7826 7931 
 

Publication Address   

UniCredit CAIB Securities UK Ltd. 
Member of UniCredit Group 
Moor House 
120 London Wall 
London, EC2Y 5ET 
United Kingdom. 

 Bloomberg 
UCGR 
 
Internet 
www.globalresearch.unicreditmib.eu 

* UniCredit Global Research is the joint research department of Bayerische Hypo- und Vereinsbank AG (HVB) and UniCredit CAIB Group (CAIB) 


