03 March 2014
Global

\ Equity R rch
CREDIT SUISSE Investment Stratoay

Global EM Equity Strategy
e e

44 2p 78§3 6896 . . . . .
a'ex-redman@cred't-sulfse-c;m_ The price of Russia's Crimean intervention

44 20 7883 0002

arun.sai@credit-suisse.com Figure 1: Russia: private sector net capital inflow and net FDI (% GDP)

8%
Foreign direct investment (net, % GDP, 4Q rolling) /\\
4%
5 - Private sector net capital inflow (% GDP, 4Q rolling)
0% — —
[\ A —
-4% V4 \/~l / \ NS
o \,\/ \
-12%
-16%
Jan 95 Jan 98 Jan 01 Jan 04 Jan 07 Jan 10 Jan 13

Source: Central Bank of Russia, Thomson Reuters, Credit Suisse research

B We maintain our 50% underweight stance on the Russian equity market
within a global emerging market portfolio (put in place on 4 December, see
2014 GEM regional and country outlook), the lowest recommended
exposure to any MSCI EM country constituent.

®  The Putin administration's bid to extract at least some concessions in the
form of territorial gains and/or political governance over the Crimea, a
complete reversal of the 1954 transfer of Crimea from Russia to Ukraine by
Khrushchev, or at the most extreme a broader annexation of Eastern
Ukrainian territory (unlikely in our view) will come at a cost which it may be
prepared to shoulder—after all, the international community's condemnation
of Russia's invasion of South Ossetia in August 2008 was relatively short-
lived. These penalties may include, but are not limited to: (i) Russia's
potential expulsion from the G8 and termination of the G8 Sochi meeting; (ii)
European governments expediting measures to reduce dependency on
Russian gas imports; (iii) Russia's isolation from global capital markets with
clear negative consequences for the ruble and Russian equities; (iv) broader
economic and trade related sanctions and freezing of Russian state owned
enterprise foreign assets and assets of key Kremlin officials; and (v) highly
publicized national boycotting of Sochi Paralympics.

®  Fundamentally, the equity market now offers 18% upside (based off this
morning's RTS index level of 1150) given the 14-year association of Russian
equities with the oil price, ruble exchange rate versus the basket, US dollar
benchmark sovereign yields and energy production growth with these four
variables having explained 96% of the monthly movements in the RTS since
2000. However, we would not yet be tempted to re-engage Russian equities
based on this upside until we have additional clarity the Russian
administration's intentions for Crimea (and the Eastern regions of Ukraine
more broadly) and moreover given the upheaval over the course of the last
week our macro forecasts (particularly for the ruble) will require reappraisal.

DISCLOSURE APPENDIX AT THE BACK OF THIS REPORT CONTAINS IMPORTANT DISCLOSURES, ANALYST
CERTIFICATIONS, AND THE STATUS OF NON-US ANALYSTS. US Disclosure: Credit Suisse does and seeks to do
business with companies covered in its research reports. As a result, investors should be aware that the Firm may have a
conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in
making their investment decision.
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The price of Russia's intervention

We maintain our 50% underweight stance on the Russian equity market within a global emerging market portfolio (put in
place on 4 December, see 2014 GEM regional and country outlook), the lowest recommended exposure to any MSCI
EM country constituent.

The Putin administration's bid to extract at least some concessions in the form of territorial gains and/or political
governance over the Crimea, a complete reversal of the 1954 transfer of Crimea from Russia to Ukraine by Khrushchev,
or at the most extreme a broader annexation of Eastern Ukrainian territory (unlikely in our view) will come at a cost which
it may be prepared to shoulder—after all, the international community's condemnation of Russia's invasion of South
Ossetia in August 2008 was relatively short-lived. These penalties may include, but are not limited to:

e Russia's potential expulsion from the G8 and termination of the G8 Sochi meeting
e European governments expediting measures to reduce dependency on Russian gas imports

e Russia's isolation from global capital markets with clear negative consequences for the ruble and Russian
equities

e Broader economic and trade related sanctions and freezing of Russian state owned enterprise foreign assets and
assets of key Kremlin officials

e Highly publicized national boycotting of Sochi Paralympics

Russia's currency has already weakened by 21% over the past twelve months and remains in the bottom (more
vulnerable) half of our emerging markets FX scorecard on account of its relative valuation on PPP (second highest after
Brazil), a modest and decreasing current account surplus, significant FX debt burden (163% of GDP) and poor relative
real carry trade and 2014 real GDP growth.

Figure 2: Emerging markets FX scorecard

Country Deviation Deviation Real carry 2014E current 2014E real 2014E Foreign Combined z- Rank
from PPP (%) from trend trade (%) account (% GDP growth debt (% of score
REER (%) GDP) (%) reserves)

Weight 14% 14% 14% 29% 14% 14% 100%

Taiwan -49% 8.8 0.0 9.8 3.2 30 0.9 1
India -62% -2.7 1.8 -2.9 6.6 152 0.5 2
Malaysia -43% -15 0.1 2.8 5.0 68 0.5 3
China -29% 12.2 1.2 2.7 7.3 22 0.4 4
Thailand -45% -2.1 11 0.5 3.0 75 0.2 5
South Korea -25% 4.1 1.6 4.7 3.3 107 0.2 7
Philippines -42% 22.8 -0.7 2.7 6.8 60 0.2 6
Brazil -14% -19.6 6.9 -3.4 2.0 127 0.1 8
Hungary -35% -9.0 4.8 1.7 1.6 417 0.0 9
Colombia -33% 7.2 4.1 -3.4 45 189 -0.2 11
Indonesia -39% -16.5 -0.2 -2.8 5.0 287 -0.1 10
Russia -21% -8.2 12 1.6 1.6 163 -0.2 12
Mexico -32% -0.5 1.1 -1.8 3.4 129 -0.2 13
Czech Republic -33% -14.1 1.3 -2.3 2.0 178 -0.2 14
Turkey -35% -19.2 29 -5.6 2.2 291 -0.4 15
Poland -34% -7.2 29 -2.9 2.7 358 -0.4 16
South Africa -45% -13.4 1.7 -7.3 2.8 394 -0.6 17
Chile -24% -1.2 1.3 -4.1 3.6 316 -0.7 18

Source: Thomson Reuters, Credit Suisse estimates

However, Russia's relative external strength is that the country's immediate gross external financing requirement (i.e.
short-term debt amortization plus current account deficit—in Russia's case the latter component is in surplus) is covered
eight times by for country's foreign exchange reserves. Although the Achilles heel for Russia's balance of payments has
typically been capital flight (Four-quarter rolling private sector net capital outflows at end of 2013 were 2.9% of GDP and
deteriorating) which will likely be exacerbated by the current set of geopolitical circumstances.
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Figure 3: Emerging market years of GEFR coverage (ratio
of FX reserves to gross external financing requirement¥)
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Figure 4: Russia: private sector net capital inflow and net
foreign direct investment (% GDP)
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Source: Oxford Economics, Credit Suisse research

Source: Central Bank of Russia, Thomson Reuters, Credit Suisse
research

Fundamentally, the equity market now offers 18% upside (based off this morning's RTS index level of 1150) given the 14-
year association of Russian equities with the oil price, ruble exchange rate versus the basket, US dollar benchmark
sovereign yields and energy production growth with these four variables having explained 96% of the monthly movements

in the RTS since 2000.

Figure 5: Multi factor regression model for Russian RTS

Figure 6: Predicted versus actual Russian RTS

Model inputs  Coeff. tStat P-value Current Scenario
(3Mar) (yle 2014)

Oil (Brent) 9.08 21.35 0.000 110.8 110.0
RUB per basket -71.05 -21.05 0.000 42.2 40.5
Sov. Bond -45.45 -14.88 0.000 5.7 6.0

Energy prod. * 12.84 26.13 0.000 271.6 273.1

AdjRsquare: 0.96 Predicted RTS 1235 1356
Observations: 740 Current RTS 1150 1150
Intercept 0.0 Upside % 7.4 17.9

* Crude oil and natural gas production in millions of barrels oil
equivalent (last 12 months)
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Source: Thomson Reuters, Credit Suisse research

However, we would not yet be tempted to re-engage Russian equities based on this upside until we have additional clarity
the Russian administration's intentions for Crimea (and the Eastern regions of Ukraine more broadly) and moreover given
the upheaval over the course of the last week our macro forecasts (particularly for the ruble) will require reappraisal.
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Important Global Disclosures

The analysts identified in this report each certify, with respect to the companies or securities that the individual analyzes, that (1) the views
expressed in this report accurately reflect his or her personal views about all of the subject companies and securities and (2) no part of his or her
compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in this report.

The analyst(s) responsible for preparing this research report received Compensation that is based upon various factors including Credit Suisse's
total revenues, a portion of which are generated by Credit Suisse's investment banking activities

As of December 10, 2012 Analysts’ stock rating are defined as follows:
Outperform (O) : The stock’s total return is expected to outperform the relevant benchmark*over the next 12 months.
Neutral (N) : The stock’s total return is expected to be in line with the relevant benchmark* over the next 12 months.

Underperform (U) : The stock’s total return is expected to underperform the relevant benchmark* over the next 12 months.

*Relevant benchmark by region: As of 10th December 2012, Japanese ratings are based on a stock’s total return relative to the analyst's coverage universe which
consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most attractive, Neutrals the less attractive, and
Underperforms the least attractive investment opportunities. As of 2nd October 2012, U.S. and Canadian as well as European ratings are based on a stock’s total
return relative to the analyst's coverage universe which consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the
most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. For Latin Ame rican and non-Japan Asia stocks, ratings
are based on a stock’s total return relative to the average total return of the relevant country or regional benchmark; Australia, New Zealand are, and prior to 2nd
October 2012 U.S. and Canadian ratings were based on (1) a stock’s absolute total return potential to its current share price and (2) the relative attractiveness of a
stock’s total return potential within an analyst’s coverage universe. For Australian and New Zealand stocks, 12-month rolling yield is incorporated in the absolute total
return calculation and a 15% and a 7.5% threshold replace the 10-15% level in the Outperform and Underperform stock rating definitions, respectively. The 15% and
7.5% thresholds replace the +10-15% and -10-15% levels in the Neutral stock rating definition, respectively. Prior to 10th December 2012, Japanese ratings were
based on a stock’s total return relative to the average total return of the relevant country or regional benchmark.

Restricted (R) : In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications,
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other
circumstances.

Volatility Indicator [V] : A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24
months or the analyst expects significant volatility going forward.

Analysts’ sector weightings are distinct from analysts’ stock ratings and are based on the analyst's expectations for the fundamentals and/or
valuation of the sector* relative to the group’s historic fundamentals and/or valuation:

Overweight : The analyst's expectation for the sector’s fundamentals and/or valuation is favorable over the next 12 months.

Market Weight : The analyst’s expectation for the sector’s fundamentals and/or valuation is neutral over the next 12 months.

Underweight : The analyst's expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months.

*An analyst’s coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cover multiple sectors.

Credit Suisse's distribution of stock ratings (and banking clients) is:

Global Ratings Distribution

Rating Versus universe (%) Of which banking clients (%)
Outperform/Buy* 43% (53% banking clients)
Neutral/Hold* 40% (49% banking clients)
Underperform/Sell* 15% (43% banking clients)
Restricted 2%

*For purposes of the NYSE and NASD ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely
correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to
definitions above.) An investor's decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors.

Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the
market that may have a material impact on the research views or opinions stated herein.

Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please refer
to Credit Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research: http://www.csfb.com/research and
analytics/disclaimer/managing_conflicts_disclaimer.html

Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot
be used, by any taxpayer for the purposes of avoiding any penalties.
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Please refer to the firm's disclosure website at https://rave.credit-suisse.com/disclosures for the definitions of abbreviations typically used in the
target price method and risk sections.

Important Regional Disclosures
Singapore recipients should contact Credit Suisse AG, Singapore Branch for any matters arising from this research report.

Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS--Restricted Voting Shares;
SVS--Subordinate Voting Shares.

Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report.

For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit
http://www.csfb.com/legal_terms/canada_research_policy.shtml.

As of the date of this report, Credit Suisse acts as a market maker or liquidity provider in the equities securities that are the subject of this report.
Principal is not guaranteed in the case of equities because equity prices are variable.
Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that.

To the extent this is a report authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important
disclosures regarding any non-U.S. analyst contributors: The non-U.S. research analysts listed below (if any) are not registered/qualified as research
analysts with FINRA. The non-U.S. research analysts listed below may not be associated persons of CSSU and therefore may not be subject to the
NASD Rule 2711 and NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a
research analyst account.

Credit Suisse Securities (EUrope) LIMIted.............c.cccoruririirrireccses ettt Alexander Redman ; Arun Sai

For Credit Suisse disclosure information on other companies mentioned in this report, please visit the website at https://rave.credit-
suisse.com/disclosures or call +1 (877) 291-2683.
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