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Sibneft [Strong Buy] – PT upgrade
Light years ahead on production and dividends

Ordinary share price: $1.56, price target $2.3, implied upside 47%
• Yesterday Sibneft held an analyst briefing on its corporate strategy, hosted by six key

representatives of senior management, including CEO Yevgeny Shvidler, COO Aleksandr
Korsik and R&M Director Valery Oif.

• Management said it expected to pay “at least” $1 bn in dividends on 2002 results, reiterating its
commitment to its policy of paying all free cashflow as dividends. We forecast dividend yields
of 14.3% on 2002E results, 22.4% on 2003E, and 27.6% on 2004E. The company plans to
release 2001 results by June and a reserves audit by May.

• The company reiterated its production growth target of 29.2% for 2002, but added that it was
likely to replicate this next year, now that it had a better understanding of the productivity at the
Sugmutskoye field and results from the ongoing accelerated drilling program.

• Sibneft indicated that taking into account its current refining capacity it can handle all of its
incremental crude output over the next 2–3 years without meaningful investment. Crucially,
deliveries to the Moscow Refinery are not to be restricted at pro-rata to its ownership stake, as
we previously believed.

• We maintain our 2002 production growth forecast, but raise 2003E from 15% to 20%. We retain
our forecasts for 2004–05 at 15%. Our earnings forecasts for 2003 and beyond rise roughly 6%.

• In our view the large dividend payouts, quality of guidance, and efforts senior management
dedicates to discussing its strategy with the investment community make Sibneft stand out from
the crowd.

• We reiterate our Strong Buy rating and raise our price target from $1.90 to $2.30, derived using
a target 2004E EV/DACF multiple of 4.5 and discount rate of 11%. This price target is
significantly lower than our DCF valuation of $3.48, using a 14% discount rate.
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Revised Sibneft forecasts, $ m ( US GAAP)
2000 2001E 2002E 2003E

(old)
2003E
(new)

% chg. 2004E
(old)

2004E
(new)

% chg. 2005E
(old)

2005E
(new)

% chg.

Production 125.7 150.4 193.5 222.5 232.2 4% 256 267 4% 292 301 4%
Growth, % chg. y-o-y 20% 29% 15% 20% 15% 15% 14% 13%
Revenues 2,398 3,306 3,368 4,081 4,213 3% 4,842 4,998 3% 5,658 5,790 3%
EBITDA 1,027 1,600 1,596 2,108 2,214 5% 2,593 2,720 5% 3,110 3,218 5%
Operating profit 727 1,244 1,181 1,656 1,762 6% 2,112 2,239 6% 2,615 2,723 6%
Pretax profit 753 1,289 1,244 1,704 1,811 6% 2,163 2,289 6% 2,668 2,776 6%
Net profit 675 1,096 1,013 1,389 1,476 6% 1,764 1,868 6% 2,177 2,266 6%
DACF 929 1,530 1,461 1,876 1,963 5% 2,285 2,390 5% 2,718 2,807 5%
EBITDA margin 43% 47% 47% 52% 53% 54% 54% 55% 56%
Operating margin 30% 36% 35% 41% 42% 44% 45% 46% 47%
Net margin 28% 32% 30% 34% 35% 36% 37% 38% 39%
Effective tax rate 10% 15% 19% 18% 18% 18% 18% 18% 18%

Source: Company data, Brunswick UBS Warburg estimates

Sibneft dividend yields relative to international peers, 2002E
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This document is issued in the UK to persons who are market counterparties or intermediate customers (as detailed in the FSA Rules) and is only available to such persons: the information
contained herein does not apply to, and should not be relied upon by, private customers.  This document is being distributed in the US by UBS Warburg LLC, a subsidiary of UBS AG, and
elsewhere in the world by Brunswick UBS Warburg.  Brunswick UBS Warburg and its affiliates may, to the extent permissible by applicable UK law and other applicable law or regulation, use
the above material, conclusions, research or analysis on which they are based before the material is disseminated to their customers.  Not all customers will receive the material at the same time.
The information and opinions contained in this document 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 and no guarantee or representation or warranty, express or implied, is made by any member of Brunswick UBS Warburg, including any other
affiliate of Brunswick UBS Warburg from which this document may be received, as to the accuracy, completeness or correctness of such information and opinions.  All such information and
opinions are subject to change without notice and Brunswick UBS Warburg is not under any obligation to update or keep current the information contained in the document.  This document is
for information purposes only.  Descriptions of any company or companies or their securities mentioned herein are not intended to be complete.  This document has no regard to the specific
investment objectives, financial situation or particular needs of any specific recipient.  This document is not and should not be construed as an offer, or a solicitation of an offer, 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.
Brunswick UBS Warburg and its affiliates, their directors, representatives, employees or clients may have a long or short position in any of the securities or other financial instruments
mentioned in this document 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.  Brunswick UBS Warburg and its affiliates may make markets in securities or other
financial instruments described in this publication, in securities of issuers described herein or in securities underlying or related to such securities.  Furthermore, Brunswick UBS Warburg may
have or have had a relationship with or have provided corporate finance, capital markets and/or other financial services to the relevant companies.  Some investments may not be readily
realizable since the market in the securities is illiquid and therefore valuing the investment and identifying the risk to which customers are exposed may be difficult to quantify.  Some
investments may be subject to sudden and large falls in value and on realization customers may receive back less than they invested or may be required to pay more.  Changes in foreign
exchange rates may have an adverse effect on the price, value or needs of individual customers and Brunswick UBS Warburg would recommend that customers take financial advice as to the
implications, including taxation, of investing in any products mentioned herein.  This document may not be reproduced, distributed or published for any purpose.  Additional note to our US
readers: UBS Warburg LLC, a subsidiary of UBS AG, is distributing this document to US persons and in connection therewith has accepted responsibility for the content of this research.  Any
US persons receiving this research and wishing to effect transactions in any security discussed herein must do so with UBS Warburg LLC.  Additional note to persons receiving this research
in Italy: Should you require further information or wish to effect transactions in relevant securities, please contact Giubergia UBS Warburg SIM SpA, an associate of UBS SA, in Milan.
Additional information and supporting documentation is available upon request.  © 2002 by Brunswick UBS Warburg.

International valuation comparison
EV/DACF P/CEPS P/EPrice

14-Mar
Curr. M. Cap,

$ bn 00 01E 02E 03E 04E 00 01E 02E 03E 00 01E 02E 03E
BP 617 GBP 196.4 10.7 10.5 12.4 11.7 11.3 9.7 11.6 10.9 10.4 13.9 21.5 19.6 18.4
ExxonMobil 43.1 USD 290.4 12.3 11.7 12.8 12.0 11.5 11.7 12.8 12.0 11.4 18.3 21.0 19.3 18.2
Royal Dutch 62.3 EUR 113.8 10.5 10.2 10.1 9.6 9.1 9.7 9.8 9.1 8.7 16.0 18.9 17.4 16.4
Shell 523 GBP 71.6 9.8 10.2 9.6 9.1 8.6 9.7 9.2 8.6 8.2 16.0 17.8 16.4 15.4
TotalFinaElf 172 EUR 100.1 7.1 9.6 9.1 8.4 8.0 9.2 8.8 8.0 7.6 15.5 18.5 16.7 15.7
ChevronTexaco 89.4 USD 84.1 7.4 8.8 11.8 8.7 8.2 7.3 10.4 7.2 6.8 12.9 17.3 14.2 13.7
Conoco 28.7 USD 18.0 6.1 7.0 8.0 7.2 6.7 4.9 5.3 4.8 4.5 10.0 17.2 14.0 12.2
Eni 16.4 EUR 54.9 4.8 6.2 7.4 6.9 6.5 6.6 6.4 5.8 5.7 9.2 13.1 11.4 11.1
Repsol YPF 15.5 EUR 16.5 6.8 8.1 8.1 7.3 6.7 3.3 4.8 4.2 3.7 8.5 16.9 12.2 9.7
Phillips 62.5 USD 23.9 5.3 6.1 8.5 7.8 6.8 4.0 6.2 5.7 5.0 10.1 21.6 16.6 12.9
Norsk Hydro 409.5 NKR 11.9 4.2 5.2 5.2 5.2 4.8 4.7 4.3 4.1 3.9 11.3 11.8 10.6 9.4
Amerada Hess 75.5 USD 6.7 3.3 5.0 5.4 5.3 4.8 2.8 3.3 3.3 3.0 6.9 14.9 14.3 13.3
Occidental 28.6 USD 10.7 4.9 5.5 7.6 6.7 6.4 3.8 5.7 5.1 4.9 7.3 22.9 16.7 14.9
Murphy 87.5 USD 3.9 4.5 5.8 7.3 6.2 5.8 5.1 6.4 5.3 5.0 12.7 39.6 24.7 22.0
Imperial Oil 46.0 CAD 11.1 7.8 7.8 11.0 9.5 9.3 8.1 11.4 9.7 9.0 13.6 20.9 16.4 15.3
Petro-Canada 40.0 CAD 6.8 4.5 6.2 7.0 6.3 6.1 6.1 6.8 6.2 5.9 12.2 17.0 14.8 14.0
Shell Canada 53.0 CAD 9.5 6.7 7.4 13.3 9.5 8.2 7.6 13.4 9.9 8.8 11.9 22.6 17.7 15.1
Suncor 55.7 CAD 8.1 11.4 18.6 10.3 9.5 8.3 11.9 8.8 8.3 7.5 30.3 18.0 16.9 15.3
CEPSA 15.6 EUR 3.7 5.4 5.4 7.1 5.6 4.7 4.3 5.8 4.6 4.0 7.5 11.0 8.9 7.8
OMV 104 EUR 2.4 4.7 3.9 4.1 4.1 3.9 2.4 2.9 2.7 2.5 5.8 7.9 8.0 7.6
MOL 5,105 HUF 1.8 7.6 7.7 3.8 3.5 3.1 6.4 2.7 2.5 2.3 0.0 5.0 5.1 4.6
Global integrated average 8.5 9.1 10.2 9.3 8.8 9.3 10.2 9.4 6.9 15.0 19.3 17.3 16.2
Emerging markets
Perez Companc 2.27 ARS 1.9 8.8 7.3 7.9 7.5 6.6 5.5 3.9 3.3 2.7 9.7 -7.7 4.5 7.1
Petrobras 58.10 BRL 26.9 5.2 6.4 6.9 5.6 5.1 4.7 4.8 3.9 3.4 6.0 6.1 4.8 4.3
Petrochina 1.60 HKD 36.5 n/a 3.8 5.2 5.1 4.8 n/a 4.2 4.1 3.9 n/a 11.8 11.4 10.6
Sasol 12,300 ZAR 6.5 4.6 8.2 5.6 5.7 5.1 7.6 5.6 6.1 5.9 10.0 7.5 8.1 7.8
Sinopec Corp 1.30 HKD 14.5 4.1 4.7 4.3 3.9 3.5 2.7 2.6 2.4 2.2 7.8 8.2 6.9 6.1
PTT E&P 117 THB 1.8 8.3 5.9 6.2 6.7 5.7 6.2 6.7 7.6 7.6 7.1 8.4 9.8 9.6
Tupras 7,800 TRL 1.6 2.9 13.3 5.5 4.7 5.3 6.7 4.7 4.0 4.6 n/m 8.7 6.7 7.9
GEM universe 5.6 7.1 6.0 5.6 5.2 5.6 4.6 4.5 4.3 8.1 6.1 7.4 7.6
Russia, US GAAP
Lukoil 13.2 USD 11.2 3.0 3.2 5.4 4.7 4.1 2.6 2.9 4.8 4.2 3.2 4.1 8.0 6.6
Surgutneftegaz 0.37 USD 10.2 2.0 1.0 2.3 1.7 1.0 2.8 2.4 4.3 3.9 3.4 3.0 5.3 4.7
Sibneft 1.56 USD 7.4 2.0 1.7 5.1 3.7 3.1 1.6 1.5 5.1 3.8 2.2 2.0 7.3 5.0
Tatneft 0.61 USD 1.4 1.9 1.5 2.5 1.4 0.8 1.2 1.1 2.2 1.6 1.5 1.4 3.9 2.6
Russian average 2.2 1.9 3.8 2.9 2.3 2.0 2.0 4.1 3.4 2.6 2.6 6.1 4.7
Sibneft premium/(discount) to emerging market average -65% -76% -15% -33% -41% -71% -68% 14% -13% -73% -67% -2% -34%
Sibneft premium/(discount) to integrated average -76% -82% -50% -60% -65% -83% -85% -46% -45% -86% -89% -58% -69%

Note: Based on historic average market capitalization for past years
Source: UBS Warburg; Brunswick UBS Warburg estimates


