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Rating BUY 
Target price (comm), GBP 1.07 
Target price (pref), GBP n/a 
Current price (comm), GBP 0.78 
Current price (pref), GBP n/a 
MktCap, GBPmn 32.4 
EV, GBPmn 35.6 
Reuters UKR.L 
Bloomberg UKR LN Equity 
ADRs/GDRs since n/a 
ADRs/GDRs per common share n/a 
Common shares outstanding, mn  41.77 
Change from 52-week high: -17.9% 
Date of 52-week high:  03/08/2007 
Change from 52-week low:  97.5% 
Date of 52-week low:  12/10/2007 
Web: www.ukrproduct.com 
Free float in GBPmn  10 
Major shareholder A. Slipchuk with 
shareholding 

35.15% 

Average daily traded volume in 
GBPmn 

0.25 

Share price performance  
over the last                          1 month 2.63% 

3 months -12.36% 
12 months 75.28% 

 Site visit: Starkon factory. On 22 Feb, we visited Ukrproduct’s main production 
site, in Starokonstyantyniv, in the Khmelnytsk region. The company produces high-margin 
butter and skimmed milk powder at an old factory on site, and hard cheese products at a 
new factory alongside. Daily processing capacity is 420 tonnes of raw milk, of which 100 
tonnes is used for hard cheese.  

 Asset quality: Modernisation ongoing. Ukrproduct uses modern technology 
(supplied by Dutch-based specialist C van ‘t Riet) for its hard cheese, which complies with 
European standards for dairy factories. In 2006, a new milk dryer from Vzdukhotorg 
(Slovakia) was installed, allowing the company to produce export-quality skimmed milk 
powder. The milk pasteurisation station at the old factory site requires a GBP2.0-2.5mn 
upgrade in 2008, which we expect to be funded from operating cash flow and bank loans.  

 Hard cheese: Ukrproduct has achieved 30% utilisation of its 3,600 tpa 
installed hard cheese capacity at Starokonstyantyniv, which is in line with our full-year 
expectations. The company’s Nash Molochnik Gollandsky and Rosiysky brands are 
inventoried to push into retail chains, while the Nash Molochnik Gauda and Molendam 
premium brands are at the initial testing stage, with plans to expand production later this 
year. Ukrproduct plans to launch its hard cheese products in major retail chains in Mar 
2008, actively supported by marketing events and promotions. We estimate an extra 
GBP4.5mn in sales and GBP0.8mn in marketing costs in 2008. 

 Conclusions: Ukrproduct’s high quality factory, which complies with international food 
production standards, places it on an equal footing with imports following Ukraine’s WTO 
accession. In our view, the superiority of its hard cheese quality vs rival products justifies 
the targeted $8-9/kg price. Following the retail launch of the product, we will likely revise 
our current $4.6/kg forecast price upward for 2008 and beyond. 

Figure 1: Price performance – 52 weeks Figure 2: Sector stock performance – three months 
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Important disclosures begin on page 2. This research material is released by Renaissance Securities (Cyprus) Limited. 
Regulated by the Cyprus Securities & Exchange Commission (License No: KEPEY 053/04). 

 
Summary valuation and financials, GBPmn 

 Revenue EBITDA Net 
income 

EPS, 
GBP 

EBITDA 
margin, % EV Net debt EV/ 

Sales EV/CF EV/ 
EBITDA P/E P/CE EV/IC ROIC/ 

WACC 
2006 35.05 2.79 1.08 0.026 8.0% 23.88 4.25 0.68 1.49 8.55 18.20 1.23 1.48 0.48 
2007E 42.28 5.56 2.59 0.063 13.2% 36.99 4.85 0.88 1.98 6.65 12.42 1.72 1.87 0.99 
2008E 47.14 6.19 2.81 0.068 13.1% 35.61 3.46 0.76 1.81 5.75 11.43 1.64 1.63 0.98 
2009E 50.28 7.51 3.61 0.087 14.9% 32.24 0.09 0.64 1.67 4.29 8.92 1.67 1.36 1.16 

Source: Renaissance Capital estimates
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Analysts certification and disclaimer 
This research report has been prepared by the research analyst(s), whose name(s) appear(s) on the front page of this document, to provide background information about the company 
or companies (collectively, the “Company”) and securities which are the subject matter of this report. Each research analyst hereby certifies that with respect to each of the Company and 
such securities, all the views expressed in this document accurately reflect his or her personal views about any and all of such securities or the Company. 

Any recommendations, opinions, forecasts, estimates or views herein constitute a judgment as at the date of this report.  This document has been produced independently of the 
Company and the recommendations, forecasts, opinions, estimates, expectations and views contained herein are entirely those of the research analysts.  While all reasonable care has 
been taken to ensure that the facts stated herein are accurate and that the recommendations, forecasts, opinions, estimates, expectations and views contained herein are fair and 
reasonable, none of the research analysts, the Company nor any of its directors, officers or employees has verified the contents hereof and, accordingly, none of the research analysts, 
the Company nor any of its respective directors, officers or employees, shall be in any way responsible for the contents hereof, and no reliance should be placed on the accuracy, 
fairness or completeness of the information contained in this document. 

No person accepts any liability whatsoever for any loss howsoever arising from any use of this document or its contents or otherwise arising in connection therewith. Each research 
analyst and/or persons connected with any of them may have acted upon or used the information herein contained, or the research or analysis on which it is based, before its publication. 
This document may not be relied upon by any of its recipients or any other person in making investment decisions with respect to the Company’s securities. This report does not 
constitute a valuation of the Company’s business, assets or securities for the purposes of Russian or other CIS countries legislation on valuation activities. 

Each research analyst also certifies that no part of his or her compensation was, or will be directly or indirectly related to the specific recommendations, opinions, forecasts, estimates or 
views in this research report.  Research analysts’ compensation is determined based upon activities and services intended to benefit the investor clients of Renaissance Securities 
(Cyprus) Limited, RenCap Securities, Inc., Renaissance Capital Limited and any of their affiliates (the “Firm”).  Like all of the Firm’s employees research analysts receive compensation 
that is impacted by overall Firm profitability, which includes revenues from other business units within the Firm. 

Each research analyst or his or her affiliated company or other persons is or may be a member of underwriting group in a respect of proposed offering of the securities of the Company. 
Each research analyst may in the future participate in an offering of the Company’s securities. 

 

Important company disclosures 
 
Where a disclosure is placed next to the name of a company covered in this research report, that disclosure applies to Renaissance Securities (Cyprus) Limited or any of its direct or 
indirect subsidiaries or affiliates (which are individually or collectively referred to below as “Renaissance Capital”) with respect to that company or its securities, as the case may be. 
[a] Renaissance Capital holds 1% or more of the equity shares of the company (as at the end of the month preceding this publication). 
[b] Renaissance Capital has lead managed or co-lead managed a public offering of the securities of the company in the last 12 months. 
[c] Renaissance Capital has received compensation for investment banking services from the company within last 12 months. 
[d] Renaissance Capital expects to receive or intends to seek compensation for investment banking services from the company in the next 3 months.. 
[e] Renaissance Capital has lead managed or co-lead managed a public offering of the company’s securities in the last 5 years. 
[f] Renaissance Capital has a member of its board of directors or supervisory board or senior officer on the company’s board of directors or supervisory board or other executive bodies. 
[g] Renaissance Capital acts as an adviser to the company or its shareholders or affiliated companies or persons. 
 
Renaissance Capital is a liquidity provider or market maker for all Russian and Russian-related securities. 
 
Renaissance Capital equity research distribution ratings 

Investment Rating Distribution   
Renaissance Capital Research  Consumer goods and retail 
Buy 135 33%  Buy 16 59% 
Hold 86 21%  Hold 5 19% 
Sell 45 11%  Sell 0 0% 
UR 16 4%  UR 0 0% 
NR 132 32%  NR 6 22% 
 414    27  
 
Investment Banking Relationships*   
Renaissance Capital Research  Consumer goods and retail 
Buy 9 82%  Buy 4 100% 
Hold 2 18%  Hold 0 0% 
Sell 0 0%  Sell 0 0% 
UR 0 0%  UR 0 0% 
NR 0 0%  NR 0 0% 
 11    4  
*Companies from which RenCap has received compensation within the past 12 months. 
NR – Not Rated 
UR – Under Review 
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Ukrproduct Group share price, target price and rating history 
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Investment ratings 
Investment ratings are a function of Renaissance Capital’s expectation of total return (forecast price appreciation and dividend yield within the next 12 months). 

The investment ratings are: Buy (expected total return of 15% or more); Hold (expected total return of 0-15%); and, Sell (expected negative total return). 

Investment ratings are determined by the ranges described above at the time of the initiation of coverage, or a change in target price. At other times, the expected total returns may fall 
outside of these ranges because of price movement and/or volatility. Such interim deviations from specified ranges will be permitted but will be subject to review by Research 
Management. Your decision to buy or sell a security should be based upon your personal investment objectives and should be made only after evaluating the stock’s expected 
performance and risk. 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

For Renaissance Securities  (Cyprus) Limited Research, see Bloomberg page 
Rena, or contact the relevant Renaissance Capital office. © 2008 Renaissance 
Securities (Cyprus) Limited. All rights reserved. This document and/or information has 
been prepared by and, except as otherwise specified herein, is communicated by 
Renaissance Securities (Cyprus) Limited, an indirect subsidiary of Renaissance 
Capital Holdings Limited ("Renaissance Capital"). This document and/or information is 
for distribution only under such circumstances as may be permitted by applicable law. 
This document and/or information is not and should not be construed as an offer, or a 
solicitation of an offer, or an invitation to subscribe for, to buy or sell, any securities or 
other financial instruments, and cannot be relied upon as a representation that any 
particular transaction necessarily could have been or can be effected at the stated 
price. The information contained herein is solely for information purposes only. 
Descriptions of any company or companies or their securities or the markets or 
developments mentioned herein are not intended to be complete. This document 
and/or information should not be regarded by recipients as a substitute for the exercise 
of their own judgment and has no regard to the specific investment objectives, financial 
situation or particular needs of any specific recipient. The information and opinions 
contained herein have been compiled or arrived at based on information obtained from 
sources believed to be reliable and in good faith. Such information has not been 
independently verified, is provided on an “as is” basis and no representation or 
warranty, either expressed or implied, is provided in relation to the accuracy, 
completeness, reliability, merchantability or fitness for a particular purpose of such 
information and opinions, except with respect to information concerning Renaissance 
Capital, its subsidiaries and affiliates.  All such information and opinions are subject to 
change without notice, and Renaissance Capital is not under any obligation to update 
or keep current the information contained herein or in any other medium. Opinions 
expressed herein may differ or be contrary to opinions expressed by other business 
areas or groups of Renaissance Capital as a result of using different assumptions and 
criteria. Renaissance Capital and its affiliates, their directors, representatives, 
employees (excluding the US broker-dealer unless specifically disclosed), or clients 
may have or have had interests or long or short positions in any of the securities or 
other financial instruments mentioned herein, or of issuers described herein at any 
time and may make a purchase and/or sale, or offer to make a purchase and/or sale, 
of any such securities or other financial instruments from time to time in the open 
market or otherwise, in each case as principals or as agents. Renaissance Capital and 
its affiliates (excluding the US broker-dealer unless specifically disclosed) may act or 
have acted as market-maker in the securities or other financial instruments described 
herein, or in securities underlying or related to such securities. Renaissance Capital 
may have or have had a relationship with or provide or have provided investment 
banking, capital markets and/or other financial services to the relevant companies. 
Employees of Renaissance Capital or its affiliates may serve or have served as 
officers or directors of the relevant companies. Renaissance Capital may rely on 
information barriers, such as "Chinese Walls," to control the flow of information 
contained in one or more areas within Renaissance Capital, into other areas, units, 
groups or affiliates of Renaissance Capital. The securities described herein may not be 
eligible for sale in all jurisdictions or to certain categories of investors. Options, 
derivative products and futures are not suitable for all investors and trading in these 
instruments is considered risky. Past performance is not necessarily indicative of 
future results. Foreign-currency- denominated securities are subject to fluctuations in 
exchange rates that could have an adverse effect on the value or the price of, or 
income derived from, the investment. In addition, investors in securities, mentioned 
herein, the values of which are influenced by foreign currencies, effectively assume 
currency risk. Investing in Russia or other CIS countries and Russian or other CIS 
countries securities involves a high degree of risk and investors should perform their 
own due diligence before investing. 

Neither Renaissance Capital, nor any of its affiliates, nor any of Renaissance Capital's 
or any of its affiliates', directors, employees or agents accept any liability for any direct 
or consequential loss or damage arising out of the use of all or any part of the 
information contained herein. The information contained herein may not be 
reproduced, redistributed or published, in whole or in part, for any purpose without the 
written permission of Renaissance Capital and Renaissance Capital accepts no liability 
whatsoever for the actions of third parties in this respect. This information may not be 
used to create any financial instruments or products or any indices 
United Kingdom & the rest of Europe: This report has been issued and approved for 
publication in the United Kingdom and Europe by Renaissance Capital Limited, which 
is authorized and regulated by the Financial Services Authority. Except as otherwise 
specified herein, this document is being distributed only by or with the approval of an 
authorized person or to (i) persons who have professional experience in matters 
relating to investments falling within article 19(1) of the Financial Services and Markets 
Act 2000 (Financial Promotion) Order 2001 (the “Order”) or (ii) persons to whom it may 
otherwise lawfully be communicated under the Order (together “Relevant Persons”). 
The investments to which this document relates are available only to, and any 
invitation, offer or agreement to subscribe, purchase or otherwise acquire such 
investments will be engaged in only with Relevant Persons. Any person who is not a 
Relevant Person should not act or rely on this document or any of its contents. It is not 
available for, and should not be relied upon by, private customers. 
Russia, Ukraine & other CIS countries: This document does not constitute an 
advertisement or an offer of securities in Russia or other CIS countries. It is not 
intended to be and must not be publicly distributed in Russia or other CIS countries. 
United States: This research report is being distributed in the United States by 
RenCap Securities, Inc.; or by a non-US subsidiary or affiliate of Renaissance Capital 
Holdings Limited that is not registered as a US broker-dealer (a "non-US affiliate"), to 
major US institutional investors only. RenCap Securities, Inc. accepts responsibility for 
the content of a research report prepared by another non-US affiliate when distributed 
to US persons by RenCap Securities, Inc. Any US person receiving this report who 
wishes to effect transactions in any securities referred to herein should contact 
RenCap Securities, Inc., not its non-US affiliate. Further information on the securities 
referred to herein may be obtained from RenCap Securities, Inc. upon request. 
Although it has accepted responsibility for the content of this research report when 
distributed to U.S. investors, RenCap Securities, Inc. did not contribute to the 
preparation of this report and the analysts authoring this are not employed by, and are 
not associated persons of, RenCap Securities, Inc. Among other things, this means 
that the entity issuing this report and the analysts authoring this report are not subject 
to all the disclosures and other U.S. regulatory requirements to which RenCap 
Securities, Inc. and its employees and associated persons are subject. RenCap 
Securities, Inc. is a subsidiary of Renaissance Capital Holdings Limited and forms a 
part of a group of companies operating outside of the United States as "Renaissance 
Capital". Contact: RenCap Securities, Inc., 780 Third Avenue, 15th Floor, New York, 
New York 10017, Telephone: +1 (212) 824-1099. 
Bermuda: Neither the Bermuda Monetary Authority nor the Registrar of Companies of 
Bermuda has approved the contents of this document and any statement to the 
contrary express or otherwise, would constitute a material misstatement and an 
offence. 
Other distribution: The distribution of this document in other jurisdictions may be 
restricted by law and persons into whose possession this document comes should 
inform themselves about, and observe, any such restriction. 
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