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Today´s programme
13:00 ς13:30 Introduction ςGert Tiivas, CEO of East Capital Explorer

13:30 ς14:00 Exploring the relationshipbetween East Capital and East Capital Explorer
Mathias Pedersen, CFO of East Capital Explorer

14:00 ς14:30 Power Utilities Fund ςOngoing industry restructuring
Aivaras Abromavicius, Partner of East Capital

14:30 ς15:00 Special Opportunities ςBuy when everybody else is fearful
Jacob Grapengiesser, Partner of East Capital

15:00 ς15:30 Melon Fashion Group ςExpansion through tough times
David Östby, Investment Manager East Capital

15:50 ς16:20 TEO, a Baltic success story ς!Ǌǹƴŀǎ~ƛƪǑǘŀ, CEO of TEO LT, AB

16:20 ς16:50 Eastern Europe Debt Financing ςWill the Russian consumers pay their loans?
Hanna Loikkanen, Senior Advisor East Capital

16:50 ς17:20 Private Equity ςThe East Capital approach
Kestutis Sasnauskas, Partner of East Capital

17:20 ς17:50 Eastern Europe and Russia ςStill good value!
Peter Elam Håkansson, Chairman of East capital

17:50 ς18:00 Summary ςGert Tiivas, CEO of East Capital Explorer
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2009: a good year for our investments

ÁInvested at full speed, using our large cash position to capitalize 

on the attractive valuations

ï29% of NAV invested and 71% of NAV in cash at beginning of 2009

ï71% of NAV invested and 29% of NAV in cash at end of 2009

ïTotal of approximately EUR 312m invested  at year-end

ÁNAV up 29% in 2009

ïNAV has been more stable than markets, mostly because we have had a lot of 

cash, as we decided not to invest for most of 2008

ÁHappy to have NAV above 100 SEK since end of January 2010
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2009: a good year for the share

ÁShare performed well

ïUp 67% during 2009, 86% in last 12 months

ÁDiscount narrowed from nearly 55% to approximately 25-30%

ïWe are not satisfied with that level of discount and reducing it remains key priority

ïThe Board has again decided to utilize the share buyback mandate

ÁWe are constantly learning

ïThe Board has taken an active role in working with investment proposals and 

supervising work of Investment Manager

ïListening to market feedback, we have decided to improve the level of disclosure in 

our reports
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For example, starting in year-end report for 2009, we disclose 
information about the top-ten holdings on a see-through basis 
for each of the equity fund investments

Largest Holdings in East Capital Bering 

Russia Fund at year-end 2009 % of fund Country Sector

Bank CentreCredit 9.7% Kazakhstan Banking & Finance

Fesco 9.2% Russia Transportation

Kuzbassrazrezugol 8.7% Russia Metals & Mining

Neftekamsk Auto Plant 5.3% Russia Engineering

Nova Liniya 4.5% Ukraine Retail

Korshunovsky GOK 4.4% Russia Metals & Mining

Ostankinsky Molochny 3.5% Russia Consumer Goods

Belon 3.5% Russia Construction & Constr. Mtrl.

Bamtonnelstroy 3.4% Russia Metals & Mining

Verofarm 3.3% Russia Pharmaceuticals

Data as of 31 December 2009
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12 March 2009 

Buy-backs announced

Share price: 41.60 SEK

NAV: 81 SEK

Discount: 49%

-53%

12 April 2009

Buy-backs finalized

Share price: 50 SEK

NAV: 80 SEK

Discount: 37%
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Source: East Capital Explorer and Bloomberg

8 March 2010

Buy-backs announced

Share price: 72.00 SEK

NAV: 103 SEK

Discount: 30%
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Most investments from 2007 still in negative territory, but have
been improving recently

Portfolio report

Invest-

ment 

date

Acquisition 

Value        

EUR '000

Fair Value 

31 Dec 

2009       

EUR '000

Fair Value 

28 Feb  

2010    EUR 

'000

Fair value  

change  YTD 

%

Fair value 

change 

since 

investment 

%

Equity Fund Investments

East Capital Bering Russia 1 Dec-07 23 590 10 729 11 643 8.5% -50.6%

East Capital Bering Russia 2 Oct-09 20 000 21 979 23 625 7.5% 18.1%

East Capital Bering Ukraine A Dec-07 6 039 1 745 1 887 8.2% -68.7%

East Capital Bering Ukraine R Dec-07 18 372 5 308 5 376 1.3% -70.7%

East Capital Bering Balkan 1 Dec-07 24 938 11 779 12 589 6.9% -49.5%

East Capital Bering Balkan 2 Dec-08 10 000 12 604 13 471 6.9% 34.7%

East Capital Bering Balkan 3 Oct-09 10 000 9 335 9 978 6.9% -0.2%

East Capital Bering Central Asia 1 Dec-07 19 529 8 795 9 527 8.3% -51.2%

East Capital Bering Central Asia 2 Jun-09 9 949 11 673 12 532 7.4% 26.0%

East Capital Bering New Europe 1 May-08 9 997 10 396 10 566 1.6% 5.7%

East Capital Bering New Europe 2 Jun-09 4 975 6 057 6 157 1.6% 23.8%

East Capital Power Utilities Fund Dec-07 81 000 73 377 81 284 10.8% 0.4%

East Capital Special Opportunities Fund May-09 35 000 39 293 43 719 11.3% 24.9%

East Capital Russian Property Fund N/A 1 425 991 950 N/A N/A

East Capital (Lux) Eastern European Fund Dec-07 18 250 11 467 12 298 7.3% -32.6%

293 063 235 527 255 604 8.5% -12.8%
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Power Utilities Fund, our largest fund investment, has done 
very well in 2009, and is in positive territory

Portfolio report

Invest-

ment 

date

Acquisition 

Value        

EUR '000

Fair Value 

31 Dec 

2009       

EUR '000

Fair Value 

28 Feb  

2010    EUR 

'000

Fair value  

change  YTD 

%

Fair value 

change 

since 

investment 

%

Equity Fund Investments

East Capital Bering Russia 1 Dec-07 23 590 10 729 11 643 8.5% -50.6%

East Capital Bering Russia 2 Oct-09 20 000 21 979 23 625 7.5% 18.1%

East Capital Bering Ukraine A Dec-07 6 039 1 745 1 887 8.2% -68.7%

East Capital Bering Ukraine R Dec-07 18 372 5 308 5 376 1.3% -70.7%

East Capital Bering Balkan 1 Dec-07 24 938 11 779 12 589 6.9% -49.5%

East Capital Bering Balkan 2 Dec-08 10 000 12 604 13 471 6.9% 34.7%

East Capital Bering Balkan 3 Oct-09 10 000 9 335 9 978 6.9% -0.2%

East Capital Bering Central Asia 1 Dec-07 19 529 8 795 9 527 8.3% -51.2%

East Capital Bering Central Asia 2 Jun-09 9 949 11 673 12 532 7.4% 26.0%

East Capital Bering New Europe 1 May-08 9 997 10 396 10 566 1.6% 5.7%

East Capital Bering New Europe 2 Jun-09 4 975 6 057 6 157 1.6% 23.8%

East Capital Power Utilities Fund Dec-07 81 000 73 377 81 284 10.8% 0.4%

East Capital Special Opportunities Fund May-09 35 000 39 293 43 719 11.3% 24.9%

East Capital Russian Property Fund N/A 1 425 991 950 N/A N/A

East Capital (Lux) Eastern European Fund Dec-07 18 250 11 467 12 298 7.3% -32.6%

293 063 235 527 255 604 8.5% -12.8%

ÁGood example how we can add value in public equity investments

19 March 2010 10



Investments done in 2008 and 2009 have performed well

Portfolio report

Invest-

ment 

date

Acquisition 

Value        

EUR '000

Fair Value 

31 Dec 

2009       

EUR '000

Fair Value 

28 Feb  

2010    EUR 

'000

Fair value  

change  YTD 

%

Fair value 

change 

since 

investment 

%

Equity Fund Investments

East Capital Bering Russia 1 Dec-07 23 590 10 729 11 643 8.5% -50.6%

East Capital Bering Russia 2 Oct-09 20 000 21 979 23 625 7.5% 18.1%

East Capital Bering Ukraine A Dec-07 6 039 1 745 1 887 8.2% -68.7%

East Capital Bering Ukraine R Dec-07 18 372 5 308 5 376 1.3% -70.7%

East Capital Bering Balkan 1 Dec-07 24 938 11 779 12 589 6.9% -49.5%

East Capital Bering Balkan 2 Dec-08 10 000 12 604 13 471 6.9% 34.7%

East Capital Bering Balkan 3 Oct-09 10 000 9 335 9 978 6.9% -0.2%

East Capital Bering Central Asia 1 Dec-07 19 529 8 795 9 527 8.3% -51.2%

East Capital Bering Central Asia 2 Jun-09 9 949 11 673 12 532 7.4% 26.0%

East Capital Bering New Europe 1 May-08 9 997 10 396 10 566 1.6% 5.7%

East Capital Bering New Europe 2 Jun-09 4 975 6 057 6 157 1.6% 23.8%

East Capital Power Utilities Fund Dec-07 81 000 73 377 81 284 10.8% 0.4%

East Capital Special Opportunities Fund May-09 35 000 39 293 43 719 11.3% 24.9%

East Capital Russian Property Fund N/A 1 425 991 950 N/A N/A

East Capital (Lux) Eastern European Fund Dec-07 18 250 11 467 12 298 7.3% -32.6%

293 063 235 527 255 604 8.5% -12.8%

ÁInvested in public equity, as valuations were attractive and this was 

the quickest way to get exposure to market
19 March 2010 11



No investments to date in Russian Property fund, buté

Portfolio report

Invest-

ment 

date

Acquisition 

Value        

EUR '000

Fair Value 

31 Dec 

2009       

EUR '000

Fair Value 

28 Feb  

2010    EUR 

'000

Fair value  

change  YTD 

%

Fair value 

change 

since 

investment 

%

Equity Fund Investments

East Capital Bering Russia 1 Dec-07 23 590 10 729 11 643 8.5% -50.6%

East Capital Bering Russia 2 Oct-09 20 000 21 979 23 625 7.5% 18.1%

East Capital Bering Ukraine A Dec-07 6 039 1 745 1 887 8.2% -68.7%

East Capital Bering Ukraine R Dec-07 18 372 5 308 5 376 1.3% -70.7%

East Capital Bering Balkan 1 Dec-07 24 938 11 779 12 589 6.9% -49.5%

East Capital Bering Balkan 2 Dec-08 10 000 12 604 13 471 6.9% 34.7%

East Capital Bering Balkan 3 Oct-09 10 000 9 335 9 978 6.9% -0.2%

East Capital Bering Central Asia 1 Dec-07 19 529 8 795 9 527 8.3% -51.2%

East Capital Bering Central Asia 2 Jun-09 9 949 11 673 12 532 7.4% 26.0%

East Capital Bering New Europe 1 May-08 9 997 10 396 10 566 1.6% 5.7%

East Capital Bering New Europe 2 Jun-09 4 975 6 057 6 157 1.6% 23.8%

East Capital Power Utilities Fund Dec-07 81 000 73 377 81 284 10.8% 0.4%

East Capital Special Opportunities Fund May-09 35 000 39 293 43 719 11.3% 24.9%

East Capital Russian Property Fund N/A 1 425 991 950 N/A N/A

East Capital (Lux) Eastern European Fund Dec-07 18 250 11 467 12 298 7.3% -32.6%

293 063 235 527 255 604 8.5% -12.8%

ÁGlad we did not invest thus far

ÁOnly now do we feel comfortable to start investing
12



Direct investments and short term investments

Portfolio report

Invest-

ment 

date

Acquisition 

Value        

EUR '000

Fair Value 

31 Dec 

2009       

EUR '000

Fair Value 

28 Feb  

2010    

EUR '000

Fair value  

change  

YTD %

Fair value 

change 

since 

investment 

%

Direct Investments

Melon Fashion Group Oct-08 9 941 10 402 10 400 0.0% 4.6%

TEO LT, AB Sep-09 8 964 8 860 11 122 25.5% 24.1%

18 904 19 262 21 522

Short-term Investments

Bond portfolio N/A 36 000 37 406 37 713 0.8% 4.8%

Cash and cash equivalents N/A N/A 50 314 50 573

87 720 88 286

ÁInvestment in Melon Fashion Group revalued after external valuation done in 

December 2009

ÁInvestment in TEO has performed well

ÁRecently announced direct investment of EUR 5m into venture with Intrum Justitia and 

East Capital Financials Fund

19 March 2010 13
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Top 10 companies in East Capital Explorer

Company

% of 

NAV

Fair value

EUR m Country Type of company

Market cap

EUR m

TEO 3.8 12.8 Lithuania Telecom company 568

Fondul Proprietatea 3.3 11.2 Romania Investment company 999

Melon Fashion Group 3.0 10.4 Russia Fashion retailer Unlisted

TGK-7 1.8 5.9 Russia Power generator 952

Bank CenterCredit 1.7 5.7 Kazakhstan Bank 565

Sollers 1.7 5.6 Russia Auto manufacturer 344

MRSK Holding 1.6 5.6 Russia Power utility 4,000

RusHydro 1.4 4.6 Russia Hydro power generator 8,220

MRSK Center Volga 1.3 4.3 Russia Power distributor 617

MRSK Center 1.3 4.3 Russia Power distributor 838

Total top 10 21% 71

Data as of 31 December 2009

ÁVery well diversified portfolio: 10 largest holdings account for 21% of NAV

ÁThis will grow, as more private equity, property and direct investments will be made

19 March 2010 14



The portfolio country breakdown is very close to
the initial target; Russia is our main market

Russia
55%

Ukraine
15%

Kazakh-

stan

10%

Romania

5%

Serbia
5%

Other
10%

Russia
54%

Romania
9%

Ukraine
6%

Lithuania
6%

Kazakh-
stan
5%

Poland
4%

Other
16%

Target country weight Current country weight

19 March 2010 15



The portfolio sector breakdown different from the 
initial target, because market situation has changed

Target country weight Current country weight

Power 
Utilities

29%
Banking 

& 
Finance

9%
Invest-
ment 
Co's
9%

Telecom
6%

Retail / 
Cons. 
Goods
10%

Metals 
& 

Mining
5%

Other
32%

Banking 
& 

Finance
35%

Power 
Utilities

25%

Retail / 
Cons. 
Goods
15%

Real 
Estate
10%

Other
15%

ÁReal estate will be up to target weighting once fully invested

19 March 2010 16



We add value by providing unique access to 

Eastern 

Europe:

an exciting 

region with 

great 

potential

19 March 2010 17
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We add value by providing unique access to 

ÁMid-, small- and micro-caps 

which are difficult to access for 

most investors

ÁStock picking skills of East 

Capital´s investment teams

Eastern 

Europe:

an exciting 

region with 

great 

potential

Sectors 

likely to 

benefit the 

most from 

growth in 

the region

Diversified 

exposure 

available 

by 

investing 

primarily 

through 

funds

Public equity

19 March 2010 20



We add value by providing unique access to 

Public equity

ÁMid-, small- and micro-caps which are 

difficult to access for most investors

ÁStock picking skills of East Capital´s 

investment teams

ÁUnique deal-flow

ÁEast Capital´s network, knowledge and 

execution capability

Private equity

Eastern 

Europe:

an exciting 

region with 

great 

potential

Sectors 

likely to 

benefit the 

most from 

growth in 

the region

Diversified 

exposure 

available 

by 

investing 

primarily 

through 

funds
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Our strengths

ÁWe have long term capital, enabling us to

ï Take a long term view as an investor

ï Be a good shareholder and work with our companies to deliver value

ï Invest when others are fearful: act on our convictions

ÁWe are a young, but dynamic and strong, company

ï Already successfully navigated one of the worst financial crises in history

ï Our mandate and strong financial position allow us lot of flexibility, which we have used during the crisis 
and will continue to use in the future

ï We are learning and improving all the time

ÁWe are in the right place at the right time

ï Well-run emerging markets will benefit from growing investor focus

ï Eastern Europe will return to growth in 2010

ï East Capital is very well qualified to make the most of this

19 March 2010 22



Strategy going forward

ÁWe will be fully invested during 2010

ÁMore private equity, property and direct investments

ÁImprove performance in fund investments that have lagged

ÁContinue to focus on reducing the discount

ïMaking unique investments, good performance, discount control

ÁPatiently building confidence in our business model

ïWe are convinced it will deliver superior returns by providing unique 

exposure to an exciting investment universe

ïWe still need to work hard to convince the market that this company is 

adding value and deserves to be trading at a premium

19 March 2010 23
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and East Capital Explorer 
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East Capital is the leading asset manager in 
Russia and Eastern Europe 

UCITS Funds

P
ri

v
a
te

 E
q

u
it

y
 &

R
e
a
l 
E

s
ta

te
 F

u
n

d
s

A
lt

e
rn

a
ti

v
e
 I

n
v
e
s
tm

e
n

t 
F

u
n

d
s

Assets under management : EUR 3.3bn

Quick facts:

ÁPrivate Partnership

Á150 employees

ÁInvestments in 

companies in 29 

countries

Á450,000 clients (of 

which 25,000 direct)

Source: East Capital official year-end 2009 figures
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While UCITS funds are available to everybody, 
only certain investors have access to the other 
products

UCITS Funds
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Requirements:

ÁCommitments for 

several years

ÁLimited secondary 

market liquidity

ÁComplex legal 

structures

ÁLarge amounts
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East Capital Explorer AB is set up to provide 
access and liquidity to these investments

UCITS Funds
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Benefits:

ÁNo time lock on 

investments

ÁTraded daily on 

Nasdaq OMX in 

Stockholm

ÁRegular Swedish 

public limited liability 

company

ÁNo required minimum 

size of investment

ÁTransparency

ÁDiversification
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East Capital Explorer AB is a partner to East 
Capital

ÁAll capital raised for East Capital Explorer AB is invested into:

Ƶ East Capital Products, or

Ƶ Direct investment within the same investment universe

ÁWith a net asset value of EUR 341m at year-end 2009, East 

Capital Explorer AB represents about 10% of East Capitalôs 

assets under management

ÁEast Capital is the sole provider of investment services to East 

Capital Explorer

29



The board and the management of East Capital 
Explorer AB play a key role

ÁDecide on direct investments and all investment outside the 

investment policy set for East Capital

ÁManage any conflict of interest that naturally occurs between a 

large client and its prime service provider

ÁMonitor and evaluate the fulfillment of the agreements 

between East Capital Explorer AB and East Capital and, if 

necessary, negotiate changes on behalf of the shareholders

ÁFulfill the requirements of a publicly listed company

30



There are conflicts of interest, but they are 
managed

ÁThe board routinely starts it meetings by noting any possible 

conflict of interest among its members

ÁThe board has an audit committee comprising only members 

independent from East Capital

ÁAn independent internal auditor is appointed to assist the Audit 

Committee

31



The shareholders have put their trust in East 
Capitalôs ability to provide good returns on 
investment

ÁThe board and management of East Capital Explorer is 

the guardian of this trust

ÁIn carrying out my duty as CFO of East Capital Explorer  

AB, I let myself be guided by an old Russian proverb:

òɼʦʚʝʨʷʡ, ʥʦʧʨʦʚʝʨʷʡò 

òTrust, but verifyò

32
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Power Utilities Fund
Ongoing industry restructuring

Date of our investment: Dec 2007

Invested amount: EUR 81.0m

Fair value 28 Feb 2010: EUR 81.3m

% of NAV on 28 Feb 2010: 23%

Our investment rationale: 

Á Attractive sector which will benefit from Russia´s growing economy

Á Ongoing reforms expected to unleash value 

Á We can add value with focused investment approach

Á Investment communicated during the IPO process

Presented by:

Aivaras Abromavicius,

Partner of East Capital
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Post-restructuring shape

Fromé Toé

Structure in 2010
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Unlocked value through sector reform

0

10,000

20,000

30,000

40,000

50,000

60,000

70,000

80,000

90,000

Generation Hydro Transmission

Integrated Distribution Supply

USD49.9bn

RAO

UES

USD77.8bn

36



19 March 2010 3737

What it means for portfolio investors

Generation 23 $46.9

Sector # of traded 

companies

Total MCap,

$bn

Distribution

Transmission

Integrated

11

1

9

Supply 51

$6.5

$13.6

$9.8

$1.0

Generation

Distribution 11

Supply 51

Á Variety of opportunities allowing to be exposed to any part of power value   
chain  

Note: As of 15 March, 2010
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From peak to bottom and back up
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Key catalysts for 2010 

ÁClarity on long-term capacity market parameters

ÁPricing mechanism for existing capacity 

ÁSigning of amended obligatory capacity delivery contracts

ÁGradual migration to RAB of transmission and distribution sub-
sectors

ÁEnergy efficiency initiatives 

Á Increase of energy efficiency in power-intensive industries due to 
adoption of Energy Efficiency Law 

ÁFull market liberalization by 2011*

ÁPossible privatization of distribution companies

Note: *  excl. 11% of electricity to be sold  for households at regulated tariffs until 2014

39
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East Capital Investments in Utilities Sector 

ÁEC Power Utilities Fund launched on December 5, 2007 for a minimum 
period of 7 years

ÁLong-term investments into Russian power utilities companies 

ÁInitial committed capital of EUR111 mln from East Capital Explorer AB 
(EUR81 mln) and Norwegian conglomerate Orkla ASA (EUR 30 mln)

ÁAnchor investor Orkla ASA is represented in the BoD

ÁFund has delivered 179.7% in 2009 vs. benchmark index RTSeu 133.0%

Dedicated Sector Fund since 2007

40
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Fund Performance 
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Strong performance via selective approach

Janô09 Junô09 Decô09

Generati
on

41%

Other
59%

Generati
on

43%

Other
57%

Distributi
on

28%

Other 
72%

Distribut
ion

24%

Other
76%
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Janô09 Junô09 Decô09

Strong performance via selective approach (cont.)

Other

89%

MRSK 

Holding

3%

Federal 

Grid Co

1%

RusHydro

7%
RusHydro

6%

Federal 
Grid Co

2%

MRSK 
Holding

7%

Other
85%
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Examples of exciting opportunities

OGK-3 (870% since historical low, 3.0% of NAV)

Á Traded at negative EV/kW at the beginning 2009

Á Cash-rich company with ~USD2.0bn on B/S (6M09 results) 

Á Potentially could approve dividends for 2009

Á Still cheap on valuation - USD 72/kW (peers avg. USD 267/kW)

Bashkirenergo (+670% since historical low, 5.1% of NAV)

Á Almost forgotten stock during turbulent period

Á 1.5x capitalization growth since AFK Sistema invested in Bashkirian TEK 

Á Valued as purely generator by market, while has to divest grid business by end 2010 
=> unlock value

Á Potential consolidator in the sector

Á Improved corporate governance

44
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PUF top-10 holdings

As of 31 Dec. 

2009
% 

Performance, 

2009

MRSK Holding 7.4% 255%

TGK-7 7.3% 400%

RusHydro 6.1% 80.4%

MRSK Center 6.0% 97.8%

MRSK Center Volga 6.0% 115%

OGK-4 5.3% 376%

Bashkirenergo 5.1% 435%

OGK-6 4.9% 152%

TGK-5 4.2% 160%

TGK-1 4.2% 140%

Total 56.5%
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Special Opportunities
Buy when everybody else is fearful 

Q2Q2 +2.9% +3.0% +4.5%
Date of our investment: May 2009

Invested amount: EUR 35.0m

Fair value 28 Feb 2010: EUR 43.7m

% of NAV on 28 Feb 2010: 13%

Our investment rationale: 

Á Opportunity to acquire solid companies available at 

crisis-like valuations

Á Focus on special situations, not distressed 

companies

Á Ability to put our cash to work when most investors 

were still fearful

Presented by:

Jacob Grapengiesser,

Partner of East Capital
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Backdrop - Spring 2009 

ÁCollapsing stock market 

ÁCollapsing debt market 

ÁEconomic contraction

ÁForced sellers

ÁVery limited available capital 
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From peak to bottom
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Investment opportunity

Limited window of opportunity

ÁGlobal liquidity squeeze

ÁEastern Europe affected to a higher degree due to

ï Flight of foreign capital

ï Less liquid/smaller banking system 

ï Many entrepreneurs used shares as collateral

ÁOpportunity

ï Distressed valuations for many smaller companies

ï High leverage often at owner level, not in the company

ï Overhang of shares, but will eventually disappear

ÁPipeline

ï Companies down 60-97%

ï Healthy balance sheets

ï Positioned to survive crisis
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Investment Strategy

ÁObjective

ï Capital appreciation from distressed valuations due to liquidity squeeze in Eastern Europe

Á Investment criteria

ï Deep valuation discount to implied risk adjusted fair value

ï Sound business outlook

ï Clear trigger for revaluation and exit within two to four years

ï Expected return exceeding gross IRR of 30%

ÁStrategy

ï Concentrated portfolio

ï Key to differentiate between distressed companies or just distressed valuations

ï Seek board representation to mitigate corporate governance risk

ÁSell discipline

ï When price appreciation in line with fair value and/or further upside potential below market
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Investment committee

PETER ELAM HÅKANSSON

ÅChairman and one of the founders of East Capital

ÅPreviously Head of Equities and Global Head of 

Research at Enskilda

ÅBoard member of the Swedish-Russian Chamber of 

Commerce

ÅFluent in Swedish, English and French and basic Russian

AIVARAS ABROMAVICIUS

ÅPartner, Senior Advisor

ÅFormerly Head of Equities at Hansapank

ÅLately Head of Trading at Brunswick Emerging Markets 

ÅFluent in Russian, Lithuanian, Estonian and English

JACOB GRAPENGIESSER

ÅPartner, Senior Advisor

ÅFormerly analyst with Brunswick Emerging Markets 

ÅWorked at Khanty Mansiysk Oil Corporation (KMOC) 

in Moscow

ÅFluent in Swedish, Russian and English

DAVID ÖSTBY

ÅInvestment Manager East Capital Private Equity

ÅConsultant at Bain & Company for 5 years

ÅFluent in Russian, English, French and Swedish

ALEXANDER AGERMAN

ÅHead of Trading of East Capital Asset Management

ÅFormerly trader at UBS Investment Bank

ÅFluent in Swedish, English and Spanish
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Pipeline

44 companies

Company visits

In depth research

Cooperation with Private Equity 

Sourcing of shares

17 companies selected

(down from 60% to 93%*)

* Except one holding down 30% from historical high
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Performance versus adjusted MSCI Emerging Europe
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East Capital Special Opportunities Fund

Note: As of 30 December, 2009

FIVE LARGEST HOLDINGS

COMPANY

Fondul Proprietata

Sollers

TEO

Integra GDR

Sibirsky Cement

% OF THE FUND

17.1

14.2

10.0

9.8

8.3

BREAKDOWN BY SECTORKEY FIGURES FOR THE FUND

Beta Correlati

on

Volatility Sharpe 

ratio

East Capital 

Special 

Opportunity 

Fund 0.02 0.04 18.73% 2.13

MSCI EM 

Europe 34.33% 0.86
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Fondul Proprietatea - Romania

ÁShares acquired from distressed local entrepreneurs

ÁDown 67% since peak at acquisition

Á 17.1% of the fund, 63% return (Feb 28, 2010)  

Investment case 

ÁEUR4.4bn privatisation fund ïshares OTC traded

ÁTraded at 78% discount to EC assessed NAV at acquisition

ÁPortfolio concentrated to energy and power utilities sectors

Triggers 

ÁSign management contract with Templeton ïFeb 25, 2010

Á Listing ïexpected in 2010

0%

25%

50%

75%

100%

1 2

Price per share Fair NAV

At acquisition Now

Discount to fair NAV, %

-78%
-70%
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Belon - Russia

ÁShares acquired from distressed sellers

ÁDown 74% since peak at acquisition

Á 4.4% of NAV, 26% return (Feb 28, 2010)

Investment case 

ÁGlobal long-term shortage of coking coal

ï Chinese demand

ÁFast-growing Russian coal producer with low

cost of production

ï +40% in production until 2012

Triggers

ÁCurrent coking coal prices

ÁDebt refinancing ïlower interest costs 19% => 11%

EV/EBITDA P/E

2010E 2011E 2010E 2011E

BLNG 4.2x 3.8x 5.6x 3.9x

Peers avg. 7.1x 6.5x 12.5x 10.4x

Prem/ disc. 

to peers -41% -42% -55% -63%
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Sollers - Russia
ÁShares acquired from distressed sellers

ÁDown 87% since peak at acquisition

Á 14.2% of NAV, 107% return (Feb 28, 2010)

Investment case 

ÁAssembling foreign brands in Russia 

ï Main product Ducato ïlight commercial vehicle

ÁSuccesful strategy in unsuccesful Russian car industry

ï Large part of localised components ïeventually up to 80%

Á Local assembly -> zero duties 

Triggers

ÁCash for clunkers ïMar 8. 2010 started

ÁGovernment support

ï Long term USD60bn program

ï Direct orders

EV/EBITDA 2011E 2012E

SVAV 9.1x 6.8x

Peers avg. 12.0x 10.1x

Discount to

Peers -24% -33%  
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Melon Fashion Group
Expansion through tough times

Date of our investment: Nov 2008

Invested amount: EUR 9.9m

Fair value 28 Feb 2010: EUR 10.4m

% of NAV on 28 Feb 2010: 2.8%

Our investment rationale: 

Á Exposure to growing consumer demand in Russia

Á Fast growing company, ñRussian H&Mò

Á Well managed company with strong shareholders

Á Strong balance sheet, no debt

Á Well positioned to be consolidator

Presented by:

David Östby, 

Investment Manager 

East Capital
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Company early history

ÁCompany started in 1880-ies as handicraft school 

for St. Petersburg girls

ÁDuring Soviet era the company was nationalised 

and re-named ñPervomayskaya Zaryaò 

ÁManufactured womenôs clothes and uniforms

Á In 1991, the company was privatised and bought by 

its own employees. Focus on outsourced production 

and wholesale of own collections ñZarinaò

Á In 1996, first foreign investment in the company, by 

Swedish apparel group Kellermann, introducing new 

brands and collections

Á In 2002, East Capital made its first investment into 

the company
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Company history after 2002

Pervomayskaya

Zarya

Womenôs fashion

1 January, 2006

Real estate

Melon 

Fashion Group

1H2008

Pervomayskaya

Zarya
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Focus and Growth

Revenue split 2002 vs. 2008: Turnover USDm

X9
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Board members

Scandinavian 
Manufactrust
ApSï32,9%

East Capital 
Explorer -

16,0%
East Capital 

Group ï12,3%

Physical 
persons ï

20,6%

Swedfund
International 
AB ï14,8%

Inkeda ApS ï
3,4%

Share capital structure

1. Ingvar Pramhäll (chairman)

2. Mikhail Urzhumtsev (CEO)

3. Galina Sintsova

4. Christel Kinning

5. Bengt Jaller

6. David Kellermann

7. Karin Isaksson

8. Biljana Bozic (East Capital 

Explorer)

9. David Östby (East Capital 

Private Equity)

East Capital Explorer invested EUR 10M in 2008
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Organizational structure built for expansion

NEW 

BRAND
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Mainly organic expansion to date
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ÁFounded in 2003

ÁThe conceptôs target group is:

An active, young lady 

who lives by her own rules

ÁA young lady of 20-30 years

ÁSingle

ÁHas no children

ÁLives in a megapolis
Gosha Kutsenko, actor

CELEBRITY 2009
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celebrities 2008

ANDREY ARSHAVIN BROTHERS ZAPASHNYE

increased brand awareness for 6 months 2008

Moscow, St.Petersburg

37%

50%
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ÁFounded in 1991
ÁThe conceptôs target group is:

A successful business 
woman

ÁA woman of 35-45 years

ÁA medium-level manager

ÁMarried

ÁHas children

ÁLives in a big city

Celebrity 2009
Renata Litvinova,

an actress, film director and scriptwriter
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Early 2009 ïeffects of financial crisis 

ÁLarge uncertainty on purchasing

power

ÁFewer shopping malls built

ÁReduced expansion plan

ÁReduced purchasing budget (better

safe than sorry)
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ÁAcquisition of Taxi retail chain              
(21 stores) rebranded to Love 
Republic in 2009

ÁThe conceptôs target group is: 

An ambitious young woman 
who lives a rich and beautiful 

life

ÁA woman of 25-35 years

ÁBright sexual and passionate 

ÁDynamic and creative

Celebrity 2009
ViaGra,

Ukrainian pop group
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Launch in August 2009

Á 6 TV Channels: MTV Russia, MUZ-TV, Fashion 
TV, TVC, NTV, Russia.ru

Á 20 Magazines: Cosmopolitan, Cosmopolitan 
Shopping, OK, Glamour, Maxim and other

Á 10 Newspapers

Á 80 Internet articles

22 % AWARENESS IN MOSCOW AND 
ST PETERSBURG IN NOVEMBER 2009
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Store count in 2009
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Total 273 (+81)192
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Performance 2009
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Store coverage, December 2009
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