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STOCK DATA 
Ticker  uelm MCap ($ mn) 681 
Shares Ords  5,071,415 Free Float, % 12 
Shares Pref - Free Float ($ mn) 82 
Bid Ords ($) 133 Offer Ords ($) 134.5 
Bid Prefs  ($) - Offer Prefs ($)   - 

 
MARKET PERFORMANCE 
  1 month 6 months 
Absolute Ords 5.9% 62% 
 Prefs - - 
Relative to RTSI Ords -2.5% -44.6% 
 Prefs - - 
Price range (US$)    
High Ords 134.8 150 
Low  127 78 

 
PERFORMANCE 2005  
Revenues ($ mn) 400 P/S 1.7 
EBITDA($ mn) 102 EV/EBITDA 7.5 
Net Income ($ mn) 47 P/E 14.5 

 
 
UELM RELATIVE PERFOMANCE 
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Source: RTS, Sovlink Securities 
 

Uralelectromed recently published its 1H06 RSA results. We note that the company 
continues to benefit from the favorable market situation and is becoming more 
transparent, increasing its posted net profit. The average LME copper price was 
$7,207/ton in 2Q06, up 96% year-on-year. As we expected, Uralelectromed showed 
impressive revenues and net profit in 2Q06: the company increased it sales by 91% 
year-on-year and quadrupled its net profit. Uralelectromed exports more than 70% 
of its copper and is a beneficiary of high copper prices. 
 

Uralelectromed 1H06 RSA results, $mn 
 1H05 1H06 % chg. 
Sales 164 314 91% 
COGS 104 190 82% 
Gross profit 60 123 106% 
Net profit 17 70 309% 
average LME copper 
price, $/ton 3,680 7,207 96% 

Source: Company data, Bloomberg, Sovlink estimates 
 
We emphasize that the increase in net income significantly surpassed revenue growth. 
Simultaneously, the growth of COGS was lower than revenue growth. As a result, 
Uralelectromed achieved higher gross and net margins.  
 
Uralelectromed margins 

 1H05 1H06 
Gross margin, % 36% 39% 
Net margin, % 10% 22% 

Source: Company data, Sovlink estimates 
 
Uralelectromed demonstrated a sound increase in its 1H net margin, from 10% to 
22%—which could be an indication that the company’s business is becoming more 
transparent. 
 
Uralelectromed valuation 
 P/S P/E P/BV EV/EBITDA EV/S 
Developed market average 2.65 14.02 4.89 8.12 2.93 
Uralelectromed 1.70 14.47 2.19 7.53 1.92 
Upside potential, % 56% -3% 123% 8% 52% 
Weights for multiples 0.3 0.1 0.25 0.1 0.25 
   Weighted upside 61% 
Source: Bloomberg, Sovlink estimates 

 
We do not change our target price for Uralelectromed and believe that the company 
is undervalued compared to its developed market peers. Our aggregate estimate 
suggests a fair market capitalization of $1,094 mn, or $215.7 per share, which 
implies 61% potential upside. At the same time, we again note that by improving 
transparency, this could be even higher. 
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STOCK RATING POLICY 
 

STRONG BUY: Target price offers upside of over 100%; confidence level – high 

STRONG BUY (SPEC): Target price offers upside of over 100%; confidence level – low 

BUY: Target price offers upside of between 25% and 100%; confidence level – high 

BUY (SPEC): Target price offers upside of between 25% and 100%; confidence level – low 

HOLD: Target price offers upside of less than 25% 

SELL: Target price at or below current price levels 
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©2006 Sovlink LLC. The information in the enclosed Report (the “Information”) is not an advertisement for any security or particular issuer and should not be interpreted as such. The 
Information is intended solely for the personal use of Sovlink LLC’s clients or other parties pre�agreed to with Sovlink LLC. The Information is not intended for use by citizens of the 
USA or legal entities registered in the USA. Nothing contained in the Information is, or should be interpreted as being information intended for an undetermined audience.  
 
The Information is exclusively of an informational/analytical nature, and should not be interpreted as a recommendation to take any particular investment action. The Information 
should not be relied upon as a justification for the execution of any transactions, and should not be referred to as such. Sovlink LLC takes no responsibility for any actions taken on the 
basis of the Information. The enclosed Report does not contain an offer or an invitation to make an offer to buy or sell any securities or any options, futures or other derivatives related 
to such securities.  
 
This Report does not have regard to any specific investment objectives, financial situation and the particular needs of any specific person who may receive this Information. Investors 
should seek financial advice regarding the appropriateness of investing in any securities mentioned and should understand that statements regarding future prospects may not be 
realized. Investors should note that income from such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Accordingly, investors may earn less than 
originally invested. Past performance is not necessarily a guide for future performance. Foreign currency exchange rates may adversely affect the value, price or income of any security 
mentioned in the Report. Please bear in mind that investment activity in emerging markets is very risky, and investors should conduct their own due�diligence prior to making an 
investment decision. 
 
The individual(s) responsible for the preparation of this Report (the Author(s)), or Sovlink LLC may hold short� and long�term positions in any of the securities mentioned in the 
Report, and may take part in investment activities with companies mentioned in the Report.  
 
In preparing this Report, the Author(s) assumed that the issuers mentioned in the Report disclose information in the amount and under the procedure stipulated by the securities 
legislation of the Russian Federation for issuers who publicly place securities.  
 
This Report and the Information is based exclusively on publicly�available information, which is deemed to be reliable, however Sovlink LLC makes no representation that this 
Information is accurate or comprehensive, and it should not be relied upon as such. Sovlink LLC makes no representation that this Report has been released to all readers 
simultaneously, nor that Sovlink LLC will update this material on a regular basis, or that it will correct inaccuracies contained in this Report. 

 
 


