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Indies In the Ukraing are preparing themselves for a fong, cold wintar 23 the credit crunch beging to bits.
MNeasa MacEriean reports

Itis going to be a pretty chilly winter in Ukraine. Most law firms accept they are facing major challenges, but
are hoping for an upturn in financial and palitical conditions when temperatures go back above zera again
in March.

"ltis wery difficult to predictwhere we will be even nextweek," says Viadimir Sayenko, managing partner of
five-partner Sayenko Kharenko, which prides itself on its innovative cross-border work. As Legal Week
ILFE wentto press, Ukraine had just been offered a £10bn loan from the International Monetary Fund {IMF)
to save the country from going bust. On the upside, the state of financial emergency has at least
ameliorated a political stalemate, farcing the Prime Minister and President to get on speaking terms again

"The fact that they have put aside their petly sguabhbles is a good sign,” says Jaroslawa Johnson,
manading partner of US firm Chadbourne & Parke's Kiev office. Marmally lawyers waould not want to be
making such political comments, but all of Ukraine's 48 million inhahitants know the efiectiveness of its
gowernment i crucial right now. The Hrgenia, the Ukraine currency, slid 20% in October alone against the
dallar, as this heavily-leveraged country emerged, along with lceland and Hungary, as one of the worst
affected by the global credit crunch

The situation lawyers face is dramatic. "We estimate that the legal market has decreased by about 40%."
says Oleg Makarav, managing partner of local independent Wasil Kisil & Partners, talking about the decline
ofthe last few weeks. He adds: "We believe that some firms will lose as much ag 70% or 80% of their
work”

Ukraine, one of the warld's top 10 iron producers, is being hit by falls in steel prices which on occasion this
autumn have slurped by as much as 50%

Still, atthe mament most firms seem to be halding on. After all, they are used to handling crises - which
arige fairly reqularly when neighbouring Russia interrittently cuts off the gas supply onwhich Ukraing is
dependent.

"Having been in Ukraine far nearly 15 years now, | have withessed numerous political crises and
economic downturns, and my practice has survived all of them," says Adam Mycylkwho left Chadbourne
Parke to found CMS Cameron McKenna's Kiev practice in August 2007."The key to weathering any
dowmTturn is to keep very close to existing clients, be on top of market developrments, review, refocus and
rewamp existing practice areas and develop new areas - and ahove all, remain flexible and optimistic”

Allthe larger firms baged in Ukraing are repositioning thermselves - reassigning people from flagging
capital markets work to M&A, now a promising sector as businesses sell off assets to raise cash.

Although most firms mention the M&A apportunities and an increase in litigation, these are notthe only
stories in town. Arbitration is growing, point out [2wyers at 35-strong Astapow, which also recently opened
an office in Moscow and has "a number of major energy and mining-related clients” in the Kazakh market.
Sayenko Kharenko talks ofincreases in corparate restructuring, bankruptey and tax planning,

Alexander Minin of three-partner KM Partners, which has paricular strengths in tax and customs work, says
that the domestic workload has been increasing recently: "We see significant developments in the agro
sector, in cerain processing facilities and in some high-tech related businesses.”

Cleg Batyuk of French firm Salans, which opened its Kiev office in 1992, reflects the views of colleagues in
other firms when he talks about the current acquisitions sector: "We are seeing a market full of distressed
assets. As standalone assets, many are perfectly viable. This creates significant opportunities far those
investors less reliant on leverage as well as the cash-rich sovereign wealth funds. We are having many
conversations in this regard with investors who still recognise the viahbility of Ukraine, with many still
referring to it as the last untapped market' in the region®

Mo-one should underestimate the ability of Ukrainian firms to get through difficult imes; not least because
most have had the opportunity to build up cash buffers since the country began grawing again in 2000
Sayenko Kharenko saw profit grove by 30% for the first nine months of 2008, while turnover at Astapow is up
160% on lastyear, helped particularly by growth of business through the new five-lawyer Moscow practice
Wasil Kisil experienced 16% growth over the last year

Magisters expanded frorn 80 to 100 lavwyars in Kievin 2007, and ranaging pantner Oley Riabokon is
confident about the future: "Magisters has always practised conservative financial policies and we have
approached the crisis with a good financial standing and strong overall performance. In fact, we 0ok atthe
crisis as an opporunity for further development that will make the Ukrainian legal market stronger by
putting pressure on firms with ineffective managemeant or those which do not have a sound market
strategy.”

Mo firm adrits to having big problems atthe morment- and they do not especially expect others to go
under, even if some offices slim down

In fact, Salans has stated that it is "actively recruiting” and Jaroslawa Johnson of Chadbourne says: "It
hasn'tbeen difficultfor us yet- butwe can see thatthings are changing." However, as time goes by, more
firms may have to adopt the realistic tone of Finnish lawyer Johan Aalto, swwhose firm, Hannes Snellman,
wentinta Kiev in 2006 thraugh a merger and now has five partners in situ. "ltis an extremely interesting
market" he says. "But in the downturn, it will take some more time to develop.”

Only ayear or two ago, there was a shortage of lawyers in Ukraine, Mow there are growing numbers of law
firms preparing to lay off staff *l am getting CY's across my desk from people in all the main Ukrainian
firns," says one managing partner."There was a shortgage - but now, a5 gome firms seem 1o be firing
lawyers, there is an excess," explains another,

Ifthe credit crunch affects the ahility of clients to pay bills, there could be a ot of sackings in the coming
months. But firms which can get through this winter may have survived the worst, especially with the IMF
money setto corne through. Still, evervone is braced for a rough ride in 2009,
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Finance Litigation
Team Leader

By the standards ofthe
day this regional player
has had a good
recession. Unusually in
this market the Landon
office projects
significant growth in
2008-101n hoth
headcount and
revenue

HEDGE FUNDS IN-
HOUSE 7+

This leading regional
hank seeks a senior
lewel funds lawyer with
hedge funds
experience. You will be
responsible for the
creation and structuring
offunds as well as
drafting of offeting
documentation

European Counsel
Thig i an exciting
opportunity to join a
dynamic, growing
husiness and take on a
broad in-house role

INSOLVENCY - 3-6
YEARS PQE - BOOMING
CITY FIRM

Your work as an
associate within the
restructuring &
insolvency group of this
entreprenurial City firm
will include contentious
and nan-contentious
wiotk iwith strong bias
towards contentious
restructuring &
insolvency)
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