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Introducing the JPMorgan Russia 
Corporate Bond Index (RUBI CORP)
Methodology Brief

• The JPMorgan Russia Corporate Bond Index, RUBI CORP, was created
to track the market for corporate risk in Russia

• It is a market-capitalization-weighted index which includes 21 Russia
corporate instruments representing four subindices.

• Daily historical index levels are available from December 31, 2001

Overview
The JPMorgan Russia Corporate Bond Index (RUBI CORP) was created to track
the market for corporate bonds in Russia.  Our aim is to provide investors with a
well-defined and diligently managed benchmark for USD-denominated, liquid
Russian corporate issues.  Currently, the RUBI CORP includes 21 US dollar-
denominated Russian corporate issues representing four subindices: oil & gas,
banks, telecom, and other.  Table 1 shows the current composition of RUBI CORP
and their entry dates.

Table 1: RUBI CORP Instrument Composition (as of February 27, 2004)

Instrument Enter Index Sector Market Cap (%)

RUBI CORP Composite $11,190,186,197 
RU Rosnef 12 3/4% due 06 31-Dec-2001 Oil&Gas 1.63 
RU Sibnef 11 1/2% due 07 28-Feb-2002 Oil&Gas 4.09 
RU Gazprom 9 1/8% due 07 31-May-2002 Oil&Gas 5.06 
RU Vimpelcom 10.45% due 05 31-May-2002 Telecom 2.45 
RU Gazprom 10 1/2% due 09 29-Nov-2002 Oil&Gas 7.56 
RU Tyumen Oil 11% due 07 29-Nov-2002 Oil&Gas 7.43 
RU Alfa-Bank 10 3/4% due 05 31-Dec-2002 Bank 1.69 
RU Sibnef 10 3/4% due 09 31-Dec-2002 Oil&Gas 5.16 
RU Mobtel 9 3/4% due 08 28-Feb-2003 Telecom 3.95 
RU Gazprom 9 5/8% due 13 31-Mar-2003 Oil&Gas 17.52 
RU Sistema Fin 10 1/4% due 08 30-Apr-2003 Telecom 3.44 
RU Alrosa 8 1/8% due 08 30-May-2003 Other (Mining) 4.59 
RU Wimm Bil Dann 8 1/2% due 08 30-Jun-2003 Other (Consumer Products) 1.36 
RU Moscow Narod 4 3/8% due 08 31-Jul-2003 Bank 1.28 
RU Mobtel 8 3/8% due 10 31-Oct-2003 Telecom 3.82 
RU Evraz 8 7/8% due 06 31-Oct-2003 Other (Steel) 1.66 
RU Sberbank FRN due 06 28-Nov-2003 Bank 8.87 
RU Gazinvest 7 1/4% due 08 28-Nov-2003 Bank 9.71 
RU MMK Finance 8% due 08 28-Nov-2003 Other (Steel) 2.74 
RU VTB 6 7/8% due 08 31-Dec-2003 Bank 2.80 
RU Sistema 8 7/8% due 11 27-Feb-2004 Telecom 3.19 
RU Mobtel 10.95% due 04 31-Jan-2002 Telecom (dropped on Nov 2003) 0%

Source: JPMorgan
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Chart 2: RUBI CORP Composite Spreads (bps) and Total Index Levels

Table 2: Return Analysis

RUBI CORP Composite OIL&GAS TELECOM BANK OTHER 

31-Dec-01
31-Jan-02 3.64% 3.64%
28-Feb-02 3.31% 6.07% 1.62%
28-Mar-02 0.35% -0.04% 0.99%
30-Apr-02 3.43% 3.91% 2.55%
31-May-02 -0.10% 0.13% -0.54%
28-Jun-02 -2.52% -2.01% -3.52%
31-Jul-02 0.32% -0.10% 1.16%
30-Aug-02 1.18% 0.87% 1.87%
30-Sep-02 2.85% 2.73% 3.12%
31-Oct-02 2.52% 2.27% 3.09%
29-Nov-02 1.84% 1.63% 2.31%
31-Dec-02 1.20% 1.14% 1.48%
31-Jan-03 3.87% 4.23% 2.47% 2.10%
28-Feb-03 4.61% 5.15% 1.21% 5.48%
31-Mar-03 -0.08% 0.25% -1.00% -1.53%
30-Apr-03 3.64% 3.72% 3.27% 3.23%
30-May-03 3.89% 4.13% 3.13% 2.68%
30-Jun-03 -0.80% -0.75% -0.79% 0.34% -1.84%
31-Jul-03 -3.22% -4.02% -0.69% -2.35% -1.90%
29-Aug-03 1.16% 1.51% 0.60% -0.01% 0.07%
30-Sep-03 2.28% 2.29% 1.90% 1.25% 3.49%
31-Oct-03 0.15% 0.37% -0.41% 0.64% -0.77%
28-Nov-03 1.27% 1.05% 1.83% -0.65% 2.31%
31-Dec-03 2.62% 3.16% 2.76% 1.39% 2.15%
30-Jan-04 -0.01% -0.12% 0.55% -0.29% 0.32%
27-Feb-04 1.97% 2.32% 1.38% 1.93% 1.17%

TR 2002 19.37% 21.93%
TR 2003 20.85% 22.82% 15.09% 13.03%
YTD 2004 (2/27/04) 1.96% 2.20% 1.94% 1.64% 1.49%

Cumulative Returns 47.09% 53.06% 34.77% 14.88% 4.96%
Average Return 19.49% 21.71% 15.40% 12.62% 6.66%

Volatility 6.86% 7.89% 5.70% 7.04% 6.54%
Sharp Ratio 2.59 2.52 2.41 1.60 0.83

Source: JPMorgan
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Russia Corporate Market
The universe of Russian corporate bonds has grown dramatically since the 1998
financial crisis, and particularly in the past two years, with improving credit
quality and the re-opening of credit markets to Russian borrowers.   Issuance
rose from about $3.5 billion in 2002 to over $8 billion in 2003 according to
Capital Data Bondware.  JPMorgan expects issuance to rise again in 2004.
Given low financing requirements of the Russian sovereign, the mix of total
Russian debt outstanding in international markets is shifting towards corporates;
the corporate segment, in contrast with sovereign debt, has become a more
regular feature in the primary market.  In addition, the corporate market provides
investors with an opportunity for yield enhancement and diversification.
Issuance has been relatively concentrated in a small number of sectors,
principally in oil and gas, and with a predominance of issuance by quasi-
sovereign entities.  However, purely private sector companies, and service
companies such banks and telecoms are also prominent.  We expect increasing
issuance by non-energy companies, partly reflecting growing underlying
diversification of the Russian economy.  

Instrument Selection Process
Instruments that satisfy all the following defined criteria will be eligible for
inclusion in the RUBI CORP:

Table 3: RUBI CORP Inclusion Criteria

Criteria Eligibility

1. Final Obligor Russian corporate entity
2. Currency denomination USD-denominated
3. Current face amount outstanding $150 million minimum
4. Time until maturity 18 months for new entrants; 12 months for existing
5. Settlement method must be able to settle internationally
6. Quantifiable source of cash flow must have a cash flow structure from which a verifiable daily 

return can be calculated
7. Quoted price availability bid and offer prices must be available on a daily basis
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Issuer Type Classification
The RUBI CORP contains only those bonds whose final obligor is a Russian
corporate entity.  

For tax purposes, it is common for Russian corporates to access the market
through a loan participation note structure whereby an SPV in, for example,
Germany, the Netherlands or Luxembourg, issues notes offshore and loans the
proceeds to the final obligor in Russia with a guarantee by the final obligor.
Rating agencies and the market generally consider bonds issued under this
structure to have exactly comparable credit quality as if the notes had been issued
by a Russian entity directly. As long as the loan has the same final obligor and
exhibits the risk of the Russian issuer, it is eligible for inclusion in the index.

Currency Denomination
Only instruments denominated in U.S. dollars are considered for inclusion.  At
a future date, non-U.S. dollar debt could be considered for inclusion in the
RUBI CORP.

Current Face Amount Outstanding
The list of U.S. dollar-denominated Russian corporate issues is narrowed further
by only considering issues with a current face amount outstanding of US$150
million or more.

If an issue’s current face outstanding falls below this requirement—due to a debt
retirement by the corporate—the issue will be removed from the index at the
next month-end rebalancing date.  

The reverse also holds true.  Existing issues that, through reopenings, increase in
size to satisfy our minimum current face outstanding requirement are then
considered for inclusion in the RUBI CORP.

Time Until Maturity
Of the issues with at least a current face amount outstanding of US$150 million,
only those instruments with at least 18 months until maturity are considered for
inclusion.  Once added, an instrument may remain in the RUBI CORP until 12
months before it matures.  On the month-end preceding this anniversary, the
instrument is removed from the RUBI CORP.

Settlement Method
Instruments in the RUBI CORP must be able to settle internationally (either
through Euroclear or another institution domiciled outside the issuing country).

Quantifiable Source of Cash Flow Return
JPMorgan reserves the right to exclude from the composition of the RUBI
CORP any debt instrument that it considers to have a cash flow structure from
which a verifiable daily return cannot be calculated.

4 March 31, 2004
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Quoted Price Availability
The final requirement is that an issue’s bid and offer prices be available on a
daily and timely basis—either from an interdealer broker or JPMorgan.  The
lack of availability of such prices prevents the addition of a new issue to the
index.  In the case of the current RUBI CORP issues, if reliable prices for an
issue become unavailable during a month, it is removed from the index at its
next month-end rebalancing date.  Once an issue is removed, it will not be
reconsidered for inclusion in the index during the next six months.  

Based on the composition criteria, the RUBI CORP included 22 instruments,
representing four sectors as of the inception date, December 31, 2001. Currently,
as of February month-end, the composition of the RUBI CORP contains a total
of 21 instruments from four sectors, as shown in Table 1 on page 1.

Timing of the Addition of New Issues
A new issue that meets the RUBI CORP’s admission requirements is added to
the index on the first month-end business date after its issuance, provided its
issue date falls before the 15th of the month.  A new issue whose issue date falls
on or after the 15th of the month is added to the index on the last business day
of the next month.

The only exception to this rule is a new issue that is released as part of a debt
exchange program.  For example, assume an issuer exchanges a portion of its
outstanding debt for a new issue after the 15th of the month.  At the month-end
rebalancing date immediately following this event, the amount of debt retired in
this exchange would be removed from the RUBI CORP, and the new issue
would be added to the index (provided official exchange results are made
available in a timely manner).

An instrument that is issued on Regulation S of the U.S. Securities Act of 1933
(and not pursuant to Rule 144A) will still be eligible for inclusion in the RUBI
CORP based on the same 15th of the month rules stated above.  It does not need
to wait until it is seasoned to be eligible (that is, until the expiration of the
relevant Regulation S restricted period).
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Index Weighting Methods
Traditional Market Capitalization Approach
The weight of each instrument in the RUBI CORP is determined by dividing
the issue’s market capitalization by the total market capitalization for all
instruments in the index.  The result represents the weight of the issue
expressed as a percentage of the RUBI CORP.  Sector weights for the RUBI
CORP are easily calculated by aggregating the weights of the instruments for
each sector.  The market capitalization of each issue is calculated by
multiplying its face amount outstanding by its bid-side settlement price.  Face
amounts outstanding for each issue are updated at each month-end in order to
reflect market events—such as reopenings or buybacks—that have increased or
decreased the issue’s available supply.

6 March 31, 2004

Chart 3: Historical Market Capitalization Weights (%) for RUBI CORP Sectors
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Daily Production of the RUBI CORP
The RUBI CORP is calculated every business day of the year.  Business days
are based on the U.S. bond market calendar set by the Emerging Markets
Traders Association (EMTA). 

Pricing on Regular Business Days
The instrument prices used in the official closing calculation of the RUBI CORP
are captured as of 4:00 p.m. London time.  The preferred source for these prices
are interdealer broker screens.  For index instruments not available on these
screens, price quotes by JPMorgan traders are collected as close as possible to
4:00 p.m. EST.  These JPMorgan trader prices will continue being used until
reliable interdealer broker screen prices become available.  If alternate
nonbroker pricing becomes available, it will be evaluated for its quality and
considered for use in the calculation of RUBI CORP’s results.

Early Closes
When the U.S. bond market closes early, typically before market holidays or
when EMTA recommends an early close, prices of RUBI CORP instruments are
captured at the latest possible time to reflect an active closing market.

Where to find the RUBI CORP
Daily RUBI CORP results will be posted in the following places:

• MorganMarkets (morganmarkets.com): Contains downloadable files of daily
country and instrument returns, statistics, and compositions, as well as data
series of historical index levels and spreads;

• Reuters: Page EMBI01 offers a directory of results for all JPMorgan emerging
markets bond indices;

• Bloomberg: Page JPMX offers a directory of results for all JPMorgan
emerging markets bond indices; and

• JPMorgan’s monthly Emerging Markets Bond Index Monitor contains index
returns, statistics, and composition updates for all of our emerging markets
indices.   

Emerging Markets Bond Index Group
Gloria Kim (1-212) 834-4153 Alvin Ying (1-212) 834-7139
gloria.m.kim@jpmorgan.com alvin.ying@jpmorgan.com

Jennie Byun (1-212) 834-4029 Jarrad Linzie (1-212) 834-7041
jennie.y.byun@jpmorgan.com jarrad.k.linzie@jpmorgan.com



JPMorgan Emerging Markets Research Contact Information
Joyce Chang, Global Head of Emerging Markets Research (1-212) 834-4203

joyce.chang@jpmorgan.com  

GLOBAL STRATEGY AND QUANTITATIVE ANALYSIS

EASTERN EUROPE, MIDDLE EAST AND AFRICA

If you would like to be included on our distribution list, or if your e-mail address has changed, please contact Susan at
susan.l.christensen@jpmorgan.com.

Please visit http://www.morganmarkets.com to view our archives and find a wide range of analytical tools.
To review our reports on Bloomberg, please refer to CHRE or JPME.

michael.marrese@jpmorgan.com MD, Strategy/Economics (Emerging Europe, (44-20) 7777-4627
Russia and Turkey) 

francis.beddington@jpmorgan.com VP, Strategy/Economics (Africa, Middle East) (44-20) 7777-3770

darrell.tonge@jpmorgan.com VP, Strategy (EEMEA Local Markets) (44-20) 7777-0185

eva.a.sanchez@jpmorgan.com VP, Strategy/Economics (Romania, the (44-20) 7777-3672
Balkans and North Africa)

graham.stock@jpmorgan.com VP, Strategy (EEMEA FX) (44-20) 7777-3430

yarkin.cebeci@jpmorgan.com VP, Economics (Turkey, Bulgaria & the Baltics) (90-212) 326-8590

marisa.fassler@jpmorgan.com Assoc, Economics (South Africa) (27-11) 507-0376

julia.e.ovanessian@jpmorgan.com Assoc, Economics (Russia, Bulgaria and (7-095) 937-7321
Kazakhstan)

radoslaw.bodys@jpmorgan.com Analyst, Economics (Poland, Czech Republic (48-22) 5205100
and Ukraine)

nora.szentivanyi@jpmorgan.com Analyst, Economics (Hungary, Slovakia) (44-20) 7777-3981

douglas.krehbiel@jpmorgan.com VP, Corporate Strategy (Emerging Europe (44-20) 7325-3522
and Russia)

LATIN AMERICA

drausio.giacomelli@jpmorgan.com VP, Strategy/Economics (Brazil, Latin America (1-212) 834-4685
Local Markets)

felipe.q.pianetti@jpmorgan.com Assoc, Strategy (Brazil Local Markets) (54-11) 3048-3369

luis.oganes@jpmorgan.com VP, Strategy/Economics (Andean Region) (1-212) 834-4326

eric.torres@jpmorgan.com Assoc, Strategy (Mexico, Central America and (1-212) 834-4426
Caribbean)

mario.robles@jpmorgan.com Analyst, Strategy (Mexico Local Markets) (1-212) 834-4087

alfredo.e.thorne@jpmorgan.com MD, Strategy/Economics (Mexico and LatAm) (52-55) 5540-9558

vladimir.werning@jpmorgan.com VP, Strategy/Economics (Argentina and Chile) (54-11) 4348-7394

david.a.franco@jpmorgan.com Assoc, Economics (Mexico) (52-55) 55-40-9339

fabio.akira@jpmorgan.com Assoc, Economics (Brazil) (55-11) 3048-3634

jimena.esponda@jpmorgan.com Analyst, Strategy/Economics (Andean Region) (1-212) 834-7316

florencia.m.vazquez@jpmorgan.com Analyst, Economics (Argentina) (54-11) 4348-3405

william.w.perry@jpmorgan.com VP, Corporate Strategy (1-212) 834 4302

jonathan.schwartz.@jpmorgan.com Associate, Corporate Strategy (1-212) 834-4928

jonathan.bayliss@jpmorgan.com MD, Global Head of Quantitative Strategy (44-20) 7777-3020

ignacio.a.ponce.de.leon@jpmorgan.com MD, Corporate Strategy (1-212) 834-4214

victoria.miles@jpmorgan.com VP, Corporate Strategy (Banks) (44-20) 7777-3582

stuart.sclater-booth@jpmorgan.com VP, Relative Value Strategy (1-212) 834-4439

gloria.m.kim@jpmorgan.com VP, Index Management (1-212) 834-4153

jennie.y.byun@jpmorgan.com Assoc, Index Management (1-212) 834-4029

jarrad.k.linzie@jpmorgan.com Assoc, Index Management (1-212) 834-7041

alvin.ying@jpmorgan.com Assoc, Index Management (1-212) 834-7139

victor.dituro@jpmorgan.com VP, Analytics (1-212) 834-7072

ann.m.fausto@jpmorgan.com Analyst, Analytics (1-212) 834-7037

frankie.lopez@jpmorgan.com Assoc, Analytics (1-212) 834-7190

EMERGING ASIA

william.c.belchere@jpmorgan.com MD, Asian Economic Research (852) 2800-7000

david.g.fernandez@jpmorgan.com VP, Strategy/Economics (Emerging Asia and (65) 6882-2461
the Philippines)

chia-liang.lian@jpmorgan.com VP, Strategy/Economics (Singapore, Thailand (65) 6882-2253
and Taiwan)

simon.klassen@jpmorgan.com VP, Strategy (Asian local markets) (852) 2259-6208

james.d.malcolm@jpmorgan.com VP, Strategy (Asian local markets) (65) 6882-2218

amy.li@jpmorgan.com VP, Relative Value Strategy (852) 2800-8008

rajeev.malik@jpmorgan.com VP, Economics (Malaysia, India and Indonesia) (65) 6882-2375

jiwon.c.lim@jpmorgan.com VP, Economics (Korea) (82-2) 758-5509

joan.zheng@jpmorgan.com VP, Economics (China and Hong Kong) (852) 2800-7002

ben.simpfendorfer@jpmorgan.com Assoc, Economics (China and Hong Kong) (852) 2800-7005

harry.tan@jpmorgan.com Assoc, Economics (Hong Kong) (852) 2800-7004

sanjai.vohra@jpmorgan.com VP, Corporate Strategy (852) 2800-8082

edwin.chan@jpmorgan.com VP, Corporate Strategy (852) 2800-8028

prasoon.dayal@jpmorgan.com VP, Corporate Strategy (852) 2800-8080

pradeep.m.mohinani@jpmorgan.com VP, Corporate Strategy (852) 2800-8001

ci.ci.leung@jpmorgan.com Assoc, Asian Strategy (852) 2800-8100



The analyst(s) denoted by an asterisk (“AC”) hereby certifies that: 1) all of the views expressed in this research
accurately reflect his or her personal views about any and all of the subject securities or issuers; and 2) no part of any
of the analysts compensation was, is, or will be directly or indirectly related to the specific recommendations or views
expressed by the analyst(s) in this research.

Copyright 2004 J.P. Morgan Chase & Co. All rights reserved. JPMorgan is the marketing name for J.P. Morgan Chase & Co., and its subsidiaries and affiliates worldwide. J.P. Morgan
Securities Inc. is a member of NYSE and SIPC. JPMorgan Chase Bank is a member of FDIC. J.P. Morgan Futures Inc., is a member of the NFA. J.P. Morgan Securities Ltd. (JPMSL),
J.P. Morgan Europe Limited and J.P. Morgan plc are authorized by the FSA and JPMSL is a member of the LSE. J.P. Morgan Equities Limited is a member of the Johannesburg Securities
Exchange and is regulated by the FSB. J.P. Morgan Securities (Asia Pacific) Limited (CE number AAJ321) is regulated by the Hong Kong Monetary Authority. J.P. Morgan Securities
Singapore Private Limited is a member of Singapore Exchange Securities Trading Limited and is regulated by the Monetary Authority of Singapore (“MAS”). J.P. Morgan Securities Asia
Private Limited is regulated by the MAS and the Financial Services Agency in Japan. J.P.Morgan Australia Limited (ABN 52 002 888 011/AFS Licence No: 238188) (JPMSAL) is a licensed
securities dealer.

JPMSI or a company affiliated with JPMSI has managed or comanaged an offering of securities within the last three years for City of Moscow, Gazprom.

Additional information is available upon request. Information herein is believed to be reliable but JPMorgan does not warrant its completeness or accuracy. Opinions and estimates
constitute our judgment and are subject to change without notice. Past performance is not indicative of future results. The investments and strategies discussed here may not be
suitable for all investors; if you have any doubts you should consult your investment advisor. The investments discussed may fluctuate in price or value. Changes in rates of exchange
may have an adverse effect on the value of investments. This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. JPMorgan and/or
its affiliates and employees may hold a position, may undertake or have already undertaken an own account transaction or act as market maker in the financial instruments of any
issuer discussed herein or any related financial instruments, or act as underwriter, placement agent, advisor or lender to such issuer. Clients should contact analysts at and execute
transactions through a JPMorgan entity in their home jurisdiction unless governing law permits otherwise. This report may have been edited or contributed to from time to time by
affiliates of J.P. Morgan Securities (Far East) Ltd, Seoul branch. This report should not be distributed to others or replicated in any form without prior consent of JP Morgan. This
report has been issued, in the U.K. only to persons of a kind described in Article 19 (5), 38, 47 and 49 of the Financial Services and Markets Act 2000 (Financial Promotion) Order
2001 (all such persons being referred to as “relevant persons”). This document must not be acted on or relied on by persons who are not relevant persons. Any investment or
investment activity to which this document relates is only available to relevant persons and will be engaged in only with relevant persons. In other European Economic Area countries,
the report has been issued to persons regarded as professional investors (or equivalent) in their home jurisdiction. Australia: This material is issued and distributed by JPMSAL in
Australia to “wholesale clients” only. JPMSAL does not issue or distribute this material to “retail clients.” The recipient of this material must not distribute it to any third party or outside
Australia without the prior written consent of JPMSAL. For the purposes of this paragraph the terms “wholesale client” and “retail client” have the meanings given to them in section
761G of the Corporations Act 2001.

J.P. Morgan Securities Incorporated
270 Park Avenue

New York, N.Y. 10017
Tel. (1-212) 270-6000

J.P. Morgan Europe Limited
125 London Wall

London EC2Y 5AJ
Tel. (44 20) 7777-2000

J.P. Morgan Securities (Asia Pacific)
Limited

Chater House, 26/F
8 Connaught Road Central

Hong Kong
Tel. (852) 2800-1000

J.P. Morgan Securities Asia Private
Limited

Akasaka Park Building
2-20 Akasaka 5-chome

Minato1`-ku, Tokyo 107-6151,
Japan

Tel. (813) 5573-1185


