Introduction to the research topic:

How to build required risk-return profile

Kak moctpouts TpeOyemblii MpohHib PUCK-TOXOTHOCTD

using

C UCITIOJIB30BaAHHUEM

availlable financial instruments?

JHOCTYNHBIX (UHAHCOBBIX HHCTPYMEHTOB?
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Definition
OnpepeneHue

SEC Rule 434[2] defines structured products as:

securities whose cash flow characteristics depend upon

one or more indices or that have embedded forwards or options or securities

where investment return are highly sensitive to

changes in the value of underlying assets, indices, interest rates or cash flows."
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CbMHaHCOBbIe MHCTPYMEHTbI, XapPaKTePUCTUKN KOTOPbIX 3aBUCAT
OT OA4HOIo UJin HeCKOJNIbKMX MHOEKCOB,

CTpyKTypupoOBaHHbIe NPOAYKTbI:

WIN KOTOPble UMEeKT BCTPOEHHbIe ¢hopBapAbl, ONMUUOHLI UMU LieHHble
oymarm,

npu 3TOM AO0XOoA4 3aBUCUT OT W3MEHEHUN CTOMMOCTU 6A3NCHbIX aKTUBOB.



Cash flow characteristics of structured product

JleHe:KHbIE OTOKH CTPYKTYPHOI0 NMPOAYKTA
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Advantages
MpenmyuwectBa

*Risk/return and/or cost savings profiles that may not be otherwise achievable in
the marketplace.

*Highly targeted investments tied to their specific risk profiles, return requirements
and market expectations.

*Linked to the widest range of underlyings like stocks, indices, commodities, basket
of assets and others).

*Can be used for hedging. :
‘IIpoduab puck/I0X0THOCTH /UM CHUKEHHE H31ePiKeK, KOTOPbIe He MOI'YT ObITh
MOJy4YeHbI 0 PHIHOYHBIM HHCTPYMEHTAM.

MuBecTUpPOBAHUE, HANIPABJIEHHOE HA CO3AaHMe crenupuuecKkoro nmpopuisi pucka,
JIOXO[AHOCTH B 0KM1AeMOIl PbIHOYHOU CUTYALUM.

[lpuBsizka K TMHAMUKE JIIOOLIX AKTUBOB WM KOP3UH AaKTUBOB.

*XeIKUpoBaHue MO3UIMHA



Why the theme is important?

AKTyaﬂ bHOCTb TeéMbl

Short sales are forbidden for trust managers and investment funds in Russia,
but they need to hedge positions/

Only futures and options on futures available. Russian trust managers are not
able to compete with foreign funds, as list of allowed assets doesn’t include
gold, oil, wheat and other popular instruments.

Low liquidity of the derivatives’ market.

High risks of derivatives’ market (individual investor can easily loss all the

money invested)

—
KopoTkue npogaxwu 3anpelieHbl Ana ynpaBnsiloWmnX KOMNaHUM, Npu 3Tom

NO3ULIMU HAAO KaK-TO XeoXUpoBaTh.

YK MOXHO MHBecTnpoBaTb BO pbrOYEpPCbl 1 ONLUUOHbI Ha Pbrovyepchl. Henb3nA
WHBECTUPOBaTb B Takme 6a3oBble aKTUBbI, KaK 30510TO, He(pTb, NWeHULa U
Apyrve nonynsipHble TOBapHble aKTUBDI.

Huskas NMKBUOHOCTL POCCUMCKOro pbiHKa NPOU3BOAHbLIX.

BbICOKME PUCKU CPOYHOIO pbiHKA (YACTHbIN MHBECTOP MOXET NOTepATb
WHBECTUpPOBaHHbIe cpeACcTBa).



Research questions
Ll,enb n 3agavm nccrnienoBaHus

Define the general method to build required return profile with use of available financial
instruments at minimal costs for the company

1) Build the function of costs

2) Build the return profiles with minimal residual

3) Estimate product price \J
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Pa3paboTtaTb 00WMM noaxon K nocTpoeHue Tpedbyemoro npodunsa pucka u AOXOAHOCTU C

MUCMNoNb30BaHMEM AOCTYMNHbIX PUHAHCOBbLIX UHCTPYMEHTOB NPU MUHUMASIbHbIX

nsgepxKKax

1) MocTpoutb PYHKLUUIO U3aepxekK

2) MocTtpoutb npochnnb 4OXOAHOCTU NPU MUHUMASIbLHOMN HEeBA3Ke C 3aaHHbIM
npodunem

3) OueHUTb CTOMMOCTb MOKYMNKU/npoaaxu npoaykKra
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Research questions: progress...
] NMpomexyTouHble pe3ynbraTtbl

1. Cost function (®yHkums nspepxek)
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2. Optimization of portfolio (Annpokcumauus npoduns)

— n —
X—Y a;&|— min
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Optimizatiopr criteria — minimization of residual between result vector X and
profile built 2  &;&;
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Kputepuin onTummnsaumm — MUHUMU3aUnsa HEBSA3KN MEXAY BEKTOPOM, n
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Example of Optimization
Mpumep onTmMmnsauum
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How to use the model?
HanpaBneHMe ncnonb3oBaHnNA Mmogerim

Criteria for decision maker

v' Residual

v' Maximum residual or VAR

v' Costs: slippage costs (difference between bid/ask and theoretical price) and
stock exchange fees

v" Return

Kputepun ana JIMNP

v' HeBs3ka cocTtaBneHHoro npodpuns c Tpedbyembim

v MakcumanbHasa HeBfi3Ka gaHHoro npodwuna nnu VAR

v U3pepXKn: npockanb3biBaHue (pa3Huua Mexay LeHow cnpoca/npennoXeHns u
TeopeTnyeckon LLeHon) n bupxeBble cOOpbI

v' [loxoa oT npoAaykTa



Thank you!




Dynamic and Structure of New Issures

JIlnHAMHM KA M CTPYKTYpPa BBINIYCKA

New Issures on Scoach exchange
HoBble Bbinyckn Ha Scoach exchange
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Technical analysis
Ordinary stocks, GAZPROM

mm Directnl Movement +DI , Directnl Movement -DI , Directnl Movement ADX

0000

friomo] .|.||||||||||||||.|I||I||H|||H|u| ||||I|I|I||||.|‘|||.||||||||||||||||||||I|"HH. H||‘|I||”HI‘lH“|I||||||||||||“H“‘MHHI|I.II|H||||||‘|||||I|||I|||||||I||||||||||||.|||‘||..I|||||H|‘ o]

mm Relative Strength Index . Relative strength Index

= [A3MPOMAD

] 100.0% I

35'0—: R]TTI; :— 350
1 Market is

300 —| 300
] el

250 —:* — 250

200 — — 200

150—: — 150

100—: — 100
E =rrolal LU (AT p— = o IO IT T e T Py w1 o
s e Tt ) L™ E

[l P Ja s Jom [ofewoe mJamp pJa [sfomw Jo Je00 s mp p Jalsfo wip Jeezomfa mp [ Jals Jo wilp Jeozr [ma wm]



Hpumep. JJIEMEHTbBI AEHEKHOI'O ITIOTOKA 110
CTPYKTYPOMY ITPOAYKTY

DJIEMEHTHI ICHEKHOT'O ITOTOKA OOnuranus CTpYKTYpHBIil IPOTYKT
Jloxoxa oT mpogaxku oonuranmu, HKJI N N
MOJIYYCHHbBIN
[TonoxxuTenpbHas BapualliOHHAs Mapka +

Pacxon npu nokynke oonuramuu, HK]]
YIUIAYE€HHBIN

OTtpuniarenbHasi BapualldoOHHAas Mapka

bup:xeBoil cOop npu 3aKII0UYCHUN
KOHTPAKTa

Komuccus Opokepa

Komuccus nenozutapus (HP/)

Komuccus neno3utapus Opokepa

Hauor na nmpuObLe v HJ{DJI




Structured products can be presented to investors in form of:

1)
2)

3)

4)

5)

6)

Agreement (loan, REPO, trust management, forwards)

Security (bonds with floating interest rate, as Troika Index Bond)

Investment fund (Ex, Troika Dialog — Dobrynya Nikitich, hedge

funds)

Bank deposit (Ex., range of deposits in Kit Finance. Insured in

Deposit Insurance Agency)

Insurance annuity (Annuity linked to the stock market)

Pension annuity (Annuity linked to the stock market)




Benefits and disadvantages

JleHeKHbIe IOTOKU CTPYKTYPHOI'O MPOAYKTA

Benefits of structured products may include:

¢ principal protection;

+» tax-efficient access to fully taxable investments;

* enhanced returns within an investment;

¢ reduced volatility (or risk) within an investment;

*» the ability to earn a positive return in low yield or flat equity market
environments.

Disadvantages of structured products may include:

s credit risk - structured products are unsecured debt from investment
companies;

s lack of liquidity;

** no daily pricing;

s highly complex.



Russian market statistics: short summary

Form of structured products

Forward and
optloons Binary options
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Russian market statistics: short summary

Capital protection

Clients
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Russian market statistics: short summary

Underlyings

S&P Index
1%

RTSI Index
13%

Currency
1%
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Example of equity-linked note

Parameters
Date of construction 14/03/2011
Duration 90 days
Principal protection level 80% (yearly)
Underlying Ordinary stocks, GAZPROM
Value of underlying on the start date 215,15 RUR
Fixed-income return rate 10% (yearly)
Volatility of underlying 28%

Option strategy

Bear spread

Max return

71% (yearly)




Return profile of Structured product
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Examples of equity — linked notes profiles

High expected return on Moderate expected return on
underlying underlying

609 / Fela )
4/\0 / 4/\U /
0% / o 209 /
. . no . . : r T T 05 T T 1
304 X 5 )/ 10,0% 20,0% 30,0% -30,0% -20,0% =10,0% a0l 10,0% 20,0% 30,0%
40% 40%
50% 6%
0 80%
100% 100%
= J10X0JHOCTb Ha30BOro aKTUBa == [loxogHocTs CI, % roaoBssIx — floxoaHocrs Gasosoro akTisa —Roxoariocts CM, % rososbix

High expected loss on Moderate expected loss on
underlying underlying

\\ . 0

AN _—— \ . _—

-30,0% -20,0% -10,0% 20000 10,07 20,04 30.,0% -30,0% -20,0% T6,0% 0,0% 10,0% 20,0% 30,0%

0%
40% 40%

~0)9-
60% a8
02 N

q

80%

100%
100%

= [10XO1HOCTb BA30BOrO aKTUBA e [10x0iHOCTb CT1, % ro0BbIx

—— JloxoAHoCTL Ba3oBoro aktuea —— [loxoAHOCTs CM, % roA0BbIX




