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Poland has put Europol Gaz, the manager of the Polish 
section of the Yamal pipeline, under “temporary 
compulsory administration”, the Ministry of 

Development and Technology said on November 14.

Europol Gaz owns and manages 684km of Yamal’s Polish 
section. The company is 48% owned by Gazprom, which 
Poland put on its sanction list after Russia’s attack on Ukraine.

“We are doing everything possible to counteract the effects of 
Russian aggression, but also to eliminate Russian capital and 
influence,” Technology and Development Minister Waldemar 
Buda said in a statement.

The minister added that since expropriation was not possible 
under the Polish constitution, the government decided on a 
temporary administration. The move came upon the request 
of Poland's counterintelligence agency ABW, local media 
reported.

The decision is “necessary for the proper functioning 
of Europol Gaz” and will ensure that there is “decision-

Poland puts Gazprom-owned pipeline 
company under administration
Wojciech Kosc in Warsaw

making paralysis in the company” while “security of critical 
infrastructure intended for gas transmission” remains intact, 
Buda also said.

Poland’s state-controlled oil and gas company PGNiG is 
another major stakeholder in Europol Gaz, owning a 48% 
stake plus 4% via Gas-Trading, a company from PGNiG’s 
capital group.

Gazprom is not the first Russian company to have its assets 
put under administration in Poland. The Polish business of 
Russian company Novatek Green Energy, which supplies gas 
to several municipalities in northern Poland, has operated 
under the same regime since October.

Novatek Green Energy sued Poland for “banditry” in response.

There appeared to have been no reaction from Gazprom to 
the Polish government’s takeover of the company’s assets.

Poland intervening to establish control over Russia-linked 
energy assets is symptomatic of the role Russia played in the 

Poland has invested in alternative routes such as the Baltic Pipe to take the place of Russia's Yamal pipeline. / bne IntelliNews
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Polish and other EU energy sectors and how that role same to 
be seen as a major security risk after the Kremlin decided to 
attack Ukraine in February.

Warsaw’s decision coincided on November 14 with the 
German government announcing it will nationalise gas 
importer Sefe, formerly Gazprom Germania.

“In order to secure the gas supply in Germany, the federal 
government is transferring the ailing gas company  
Securing Energy for Europe GmbH (SEFE) into federal 
ownership,” Germany’s economy and climate ministry said  
in a statement.

The move follows putting Sefe under trusteeship of the 
Federal Network Agency (gas market regulator) in April after 

Gazprom attempted a “non-transparent sale of Gazprom 
Germania to another Russian company and their attempt to 
liquidate it", the ministry also said.

In September, Germany also took over control of two Rosneft 
subsidiaries – Rosneft Deutschland and RN Refining and 
Marketing – saying that the step was necessary to shore up 
the country’s energy security.

Poland says it will have enough gas during the winter despite 
Russia cutting supplies altogether after Warsaw refused to 
pay for them in rubles in April.

Poland also offered Germany crude oil supplies to the 
Schwedt refinery as soon as Berlin muscled out Russians 
from the installation. 

Poland picks 
Westinghouse Electric 
to build first nuclear 
power plant

security, and deepen the US-Poland strategic relationship,” 
Harris tweeted.

Without a formal tender process, Westinghouse apparently 
beat France’s EDF and the Korean company KHNP to the proj-
ect, although Poland says that the Koreans may still lead the 
effort to build a second plant, a business-led addition to the 
Polish state's nuclear power programme.

The Americans had earlier offered Poland to build six reac-
tors – so covering the entire Polish nuclear power programme 
– for $31bn-$40bn.

Wojciech Kosc in Warsaw

US company Westinghouse Electric will build Poland’s 
first nuclear power plant, Prime Minister Mateusz 
Morawiecki said on October 28.

The decision is a major step forward for Poland’s ambitious 
nuclear power programme, which assumes building four to 
six reactors between 2026 and the mid-2040s, according to 
the government’s strategy.

Westinghouse is expected to start construction of the first 
plant, on a location near the Baltic Sea coast 80 kilometres 
west of Gdansk, in 2026. The schedule is for the plant to start 
supplying electricity in 2033.

“A strong Polish-US alliance guarantees the success of our 
joint initiatives. After talks with [Vice President Kamala] 
Harris and [Energy Secretary] Jennifer Granholm, we confirm 
our nuclear energy project will use the reliable, safe technol-
ogy of Westinghouse Electrict,” Morawiecki said in a tweet.

The PM added that the official decision would come on 
November 2.

“US partnership on this project is advantageous for us all: we 
can address the climate crisis, strengthen European energy 

Westinghouse modernised the Soviet-designed Temelin nuclear power station 
in neighbouring Czechia. / bne IntelliNews

“US partnership on this project  
is advantageous for us all:  
we can address the climate crisis, 
strengthen European energy
security, and deepen the  
US-Poland strategic relationship”
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Westinghouse technology relies on the company’s AP1000 
pressurised water reactor, a project commissioned in 2005.
Nuclear power is the all-important plank in Poland’s plan 
to reduce the currently dominant share of coal and lignite 
in electricity generation. Due to its reliance on dirty fossil 
fuels, Poland’s electricity grid is one of the most carbon-
intensive in Europe.

For Westinghouse, the Polish venture is not its first in the 
region. In May, the company signed a memorandum of 
understanding with the state-owned Bulgarian Energy 
Holding on building a long-duration energy storage facility 
in Bulgaria. In April, it signed memoranda of understanding 
with three Slovenian companies that will cover co-operation 
on potential AP1000 nuclear power plant projects across 
Central and Eastern Europe.

In 2021, Westinghouse signed a nine-year agreement for  
the modernisation of control and management systems at  
the Temelin nuclear power plant. Czechia also picked  
Westinghouse – along with France's Framatom – to supply  
fuel to Temelin.

A contract to build at least one reactor from scratch is, 
however, the biggest regional success for Westinghouse, 
which also remains very much in the game to build several 
more in Poland, in line with Warsaw's nuclear power strategy.

The company is also offering small modular reactors (SMRs), 
a technology that Poland is interested in as a cheaper  
and faster-to-deploy way of proliferating nuclear power 
across the country, for example to provide power and heat  
to cities. 

Chinese manufacturer BYD Auto also recently signed a deal 
on car assembly in Uzbekistan with UzAuto Motors.

Chinese companies are spying a gap in Central Asian markets 
owing to international sanctions over Moscow’s war in Ukraine 
that are crippling Russia’s automobile industry.

Many popular Japanese and European models sold in Kazakhstan 
were previously manufactured in Russia, where factories have 
had to suspend production due to sanctions. The Russian 
government has also banned exports of some spare parts.

With delivery of cars from China to Kazakhstan taking no more 
than 18 days, Chinese manufacturers are well-placed to fill the gap.

So are Kazakh factories. Manufacturing in Kazakhstan was up 
25% in the first three quarters of this year, according to data from 
the Association of Kazakhstan Automobile Business (AKAB).

Output at SaryarkaAvtoProm in northern Kostanay Region, 
which assembles Chinese cars under the JAC brand, rose by 
over 28%.

JAC was the fifth-most popular selling car in Kazakhstan in the 
first nine months of this year, according to AKAB data, behind 
Chevrolet, Hyundai, Kia and Lada.

Central Asia:  
Chinese cars race ahead

Joanna Lillis for Eurasianet

The first Chinese cars assembled in Uzbekistan are 
hitting the road, as Chinese companies expand 
manufacturing in Central Asia while Russian firms 

retreat under sanctions.

Four Chery-branded SUV models assembled at the ADM 
Jizzakh factory went on sale on October 27, Spot.uz reported.

Chery is offering soft credit to help customers afford prices 
ranging from $26,000 for the Tiggo 7 Pro model to $40,000 
for the Tiggo 8 Pro Max. With a down payment of 25%, the 
interest rate is zero if paid off within 36 months or 7% within 
48 months. Leasing is also available.

The Chery models are more expensive than vehicles 
manufactured locally by state-owned UzAuto Motors. The 
popular Nexia Chevrolet sells for around $11,000.

Chery plans to open 23 dealerships in Uzbekistan by 2024. The 
first is already working in Tashkent, and more are to open this 
year in Andijan, Fergana, Namangan and Samarkand.

Lured by perks like lower customs duties, in spring Wuhu-
headquartered Chery Automobile Co signed an agreement to 
assemble cars at the factory in the Jizzakh Free Economic Zone. 
Assembly began in August.

With a cherry on top. / CheryUzbekistan.
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"Economic growth is expected to decelerate in 2023, 
reflecting weaker external demand and tighter global 
financial conditions, and to remain in the 4-5% range over 
the medium term. CPI inflation is  to gradually converge to 
the CBA's (Central Bank of Armenia) target over the medium 
term, supported by tight monetary policy and as the impact  
of external shocks wane," said IMF.

"The current monetary policy stance is appropriate, and 
further policy changes should remain dependent on the 
evolution of inflation and inflation expectations. Efforts 

The rise in sales of Chinese cars in Kazakhstan began even 
before Russia invaded Ukraine.

Chinese brands accounted for 3.4% of new cars sold in 
Kazakhstan in 2021, or more than 4,000 units, double the 
figure from the previous year.

Chery has done particularly well since entering a distribution 
agreement with Astana Motors last year, quickly becoming one 
of Kazakhstan’s top 10 selling brands.

In September Chery sales increased more than any other brand, 
the AKAB said, propelling it into fifth place for sales. JAC was in 
sixth place.

“The six Chinese car brands represented in Kazakhstan sold 
almost 5,000 in the eight months of 2022,” Astana Motors said last 
month. The figure has already outstripped last year’s total sales.

During a visit to Kazakhstan by Chinese President Xi Jinping 
in September, Astana Motors signed an agreement on 

construction of a factory to produce cars under the Chery, 
Changan and Haval brands, which it already distributes.

After it comes onstream in 2025, the plant in the Almaty 
industrial zone will have a production capacity of 90,000 
cars per year, of which 60% will go for export to post-Soviet 
countries.

Russia’s Lada, always popular in Kazakhstan, still occupied 
sixth place for sales last month – but they were down 55%.

As for performance since the start of the year, Lada ranks fifth, 
with Chery and JAC snapping at its heels in sixth and seventh 
place, respectively. 

Joanna Lillis is a journalist based in Almaty and author of Dark 
Shadows: Inside the Secret World of Kazakhstan.

This article originally appeared on Eurasianet.

IMF reaches agreement with Armenia 
on $165mn stand-by loan
Ani Mejlumyan in Yerevan

International Monetary Fund staff have reached an 
agreement with Armenia on a $165.6mn, three-year 
precautionary standby lending arrangement, the IMF  

said on November 2.

It said the three-year deal would support the Armenian 
government's economic programme to preserve 
macroeconomic, fiscal, and financial stability while moving 
forward with reforms aimed at promoting inclusive growth.

"Guided by sound macroeconomic policies amid significant 
global and regional challenges, Armenia is on course to achieve 
growth of about 11% in 2022, in part driven by large inflows of 
external income, capital, and labour into the country. Fiscal 
overperformance and dram appreciation have contributed to 
a significant decline in public debt, which is expected to drop 
to 51% of GDP this year from 60.3% of GDP in 2021. While 
inflation has temporarily increased on the back of supply and 
demand shocks, the Central Bank of Armenia has proactively 
raised the policy rate by 625 basis points since December 2020, 
aiming to steer inflation toward its medium-term target of 4%. 
International reserves have risen, while the dram has appreciated 
strongly in the past few months. Important structural reforms 
have occurred in public financial management, revenue 
administration, the inflation targeting framework, the 
financial sector, and governance," reads the statement.

The IMF said the agreement with Armenia is subject to approval by its executive 
board, which is expected to consider it next month. / bne IntelliNews
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to foster capital market development and deepen financial 
inclusion will continue to enhance the effectiveness of 
the monetary policy transmission mechanism. The staff 
welcomes the CBA's continued commitment to the existing 
flexible exchange rate regime, which has served Armenia well 
in the face of successive external shocks, and to maintaining 
healthy reserve buffers."

The CBA is trying to tighten monetary policy. Its monetary 
policy scenario expects the 12-month inflation to decrease 
gradually and stabilise around the 4% target in the medium 
run. On November 1, CBA decided to raise the refinancing 
rate by 0.5ppt, setting it at 10.5%. In September, the 12-month 
inflation rate rose, amounting to 9.9%. The 12-month core 
inflation rate also increased, reaching 10.5%.

"The current account deficit, which has widened with the 
rapid growth of the economy, is expected to gradually narrow 
to around 5% of GDP. The risks to the outlook are mainly 
external," said the IMF.

Armenia's economy is on the path to growing by at least 11% 
this year on the back of soaring trade with and remittances from 
Russia, Finance Minister Tigran Khachatryan said on October 31.

According to the Armenian Central Bank, the remittances 
from Russia tripled to almost $1bn in the first nine months 
of this year. They accounted for just over two-thirds of total 
remittance inflows to Armenia. Consequently, the Armenian 
national currency, the dram, has strengthened against the US 
dollar by about 22% since the Ukraine war.

"Within the budget envelope, priority should be given to 
high-quality expenditure and strengthening the social safety 
net," reads the IMF statement. It adds: "Staff welcomes the 
CBA's plans to strengthen risk-based bank supervision and 
incentivise banks to improve their risk management capacity, 
as well as to develop an enhanced bank resolution framework."

The fund said the agreement is subject to approval by its 
executive board, which is expected to consider it next month. 

The agency warned that Europe’s success in filling storage 
sites this year benefited from factors that might not be 
repeated this year.

“These include Russian pipeline gas deliveries that, although 
they were cut sharply during 2022, were close to ‘normal’ 
levels for much of the first half of the year,” the IEA said. 
“Total pipeline supply from Russia to the EU in 2022 is likely 
to amount to around 60 bcm, but it is highly unlikely that 
Russia will deliver another 60 bcm of pipeline gas in 2023 – 
and Russian deliveries to Europe could halt completely.”

The IEA’s report also points to how much LNG China will free 
up for the European market. Chinese LNG imports are set for 
a record decline this winter, amid an industrial slowdown, 
in part caused by Beijing’s draconian COVID-19 policy. But 
the agency notes that the country’s LNG imports could well 
recover to their 2021 level next year, which would capture 

IEA warns of major gas 
supply-demand gap in 
Europe next year

bne IntelliNews

It now looks increasingly likely that Europe will make it 
through this coming winter with sufficient gas supply.  
But the International Energy Agency (IEA) has warned  

of a 30bn cubic metre supply-demand gap next year in its 
latest analysis.

“Europe could face a gap of as much as 30 bcm of natural gas 
during the key summer period for refilling its gas storage 
sites in 2023 … highlighting the need for urgent action by 
governments to reduce gas consumption amid the global 
energy crisis,” the Paris-based agency said in a report 
published on November 3. 

Europe’s gas storage sites are currently filled to 95% of 
capacity, putting them five percentage points above the five-
year average. But high storage levels, the recent drop in gas 
prices and unusually mild temperatures “should not lead to 
overly optimistic conclusions about the future,” the IEA said.

The IEA has highlighted the future European gas supply-demand gap.
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bank,” laments its chairman, Philip Dayer, a loyal servant to 
VTB for almost a decade.

In a script seemingly vetted by the Kremlin, the filing cites 
“the events of February 24" and the "continued hostilities 
between the Russian Federation and Ukraine" as the reason 
for its departure.

In Russia, media outlets are banned for using the words “war” 
and “invasion”, while President Vladimir Putin insists on calling 
the war "a special military operation" as part of a “denazification” 
and “desatanisation” of Ukraine – accusations that have been 
lampooned as ludicrous propaganda by the West.

85% of the anticipated increase in global supply that year, or 
around 20 bcm.

If Russian gas supply to Europe is halted completely, and if 
Chinese LNG imports ramp up, the IEA estimates that there 
will be a 30 bcm supply-demand gap for Europe, at a time 
when the continent will urgently need to restock on the floor 
for the following winter. This gap could represent nearly half 
of the gas needed to fill storage facilities to 95% of capacity by 
the start of next year’s heating period.

Not out of the woods yet
“With the recent mild weather and lower gas prices, there 
is a danger of complacency creeping into the conversation 
around Europe’s gas supplies, but we are by no means out of 
the woods yet,” IEA executive director Fatih Birol said. “When 
we look at the latest trends and likely developments in global 
and European gas markets, we see that Europe is set to face an 
even sterner challenge next winter.”

Governments need to carry out “immediate action,” Birol 
said, “to speed up improvements in energy efficiency and 
accelerate the deployment of renewables and heat pumps – 
and other steps to structurally reduce gas demand.” 

“This is why governments need to be taking immediate action 
to speed up improvements in energy efficiency and accelerate 
the deployment of renewables and heat pumps – and other 
steps to structurally reduce gas demand,” Birol said. “This 
is essential for Europe’s energy security, the wellbeing of 
its citizens and industries, and its clean energy transition. 
The IEA will continue to work closely with the European 
Commission and governments across Europe and beyond  
to help tackle these challenges.”

Russia’s winter generals
Russia’s greatest weapon in the current standoff with the 
West over Ukraine has been its natural gas supply. Its army 
has performed badly in this war; its attempts to create a 
global political alliance against Western hegemony have 
failed; its economy is now in freefall. But the more that 
Moscow uses its gas as a weapon, the less leverage it has.

Russia has already cut gas supply to Europe by close to two 
thirds on a year-on-year basis in 2022. This will surely lead 
to a deep economic recession that will likely spread globally, 
and, ironically, this will also hurt the Russian economy when 
the prices of all commodities collapse, as they did after the 
2008 financial crisis. 

But so far Russia’s effort has not won any concessions 
from Europe. European governments continue to send 
increasingly more arms and funding to assist with Ukraine’s 
war effort. And the more that the Kremlin reduces its gas 
supply, the more Europe realises that a future without 
Russian gas supply is possible.

A lot will depend on the weather in the coming months. But 
so far the winter generals that defeated Napoleon and Hitler 
in their attempts to defeat Russia have not appeared. Europe, 
to date, is dealing with an unusually warm winter. Despite 
disruptions, global LNG supply is relatively ample. The 
Chinese economic slowdown, which has led the country to 
cut imports by a record percentage, has gifted Europe with a 
very convenient blessing. Countries across Asia are forgetting 
their climate commitments, for economic necessity. They are 
turning coal plants back on, and reducing their gas intake. 
And that unused gas is going to Europe. 

Russia’s VTB brings down the curtains 
in London on its “100+year history”
Jason Corcoran in Dublin

VTB, the Kremlin’s second-largest bank, has brought 
down the curtains on “the final chapter” in its 
“100+year history” in the City of London, according  

to its latest regulatory filing.

The 145-page annual accounts for its UK unit, which were 
published on November 3, clearly illustrates the extent to 
which Russian bankers have been ostracised and cast out  
of London since Russia invaded Ukraine on February 24.

“As the bank enters what is likely to be the final chapter in its 
100+year history, I would like to thank all the staff – past and 
present – for their loyalty and unwavering commitment to the 
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from Londongrad – ground zero for champagne-fuelled deal-
making by oligarchs, apparatchiks, Russian financiers and 
their battalions of lawyers and advisers for almost two decades.

Kostin had got a taste of London in the 1980s as an economic 
attaché in the Soviet UK Embassy, where he served with 
his close personal friend Viktor Gerashchenko, the official 
representative of Gosbank, the central bank of the Soviet 
Union. Both men are Anglophiles and speak fluent English.

VTB has had the largest international presence of all of the 
Russian banks. With the blessing of Putin, its investment 
banking unit VTB Capital began its international expansion 
a decade ago, opening further outposts in New York, Dubai, 
Hong Kong, Singapore and Sofia.

In 2012, the lender declared its ambitions to build an 
investment banking empire to rival those of Deutsche Bank 
and UBS. By 2013, 40% of VTB Capital’s profits came from its 
international business until sanctions put a dampener on 
these activities.

Administration ironically came as VTB claimed its UK unit 
had finally turned a corner. The bank said it had recorded a 
post-tax loss last year of $36.2mn, a considerable narrowing 
against the loss of $212.7mn in 2020.

However, the latest account discloses that the bank’s loan 
portfolio “is primarily made up of five non-performing 
facilities with a net carrying value of circa $433mn.” The filings 
also reveal VTB is trapped in an expensive lease for its office in 
the heart of the City’s financial district on Bank Junction until 
February 2028. The group, which has sub-leased three of the 
floors, say it has the option, as stipulated in the agreement, to 
first break the lease in August 2024.

On March 7, the bank’s auditors Ernst & Young announced it 
was terminating its work with Russian state clients so VTB’s 
directors “took the difficult decision” to issue a financial 
statement not compliant with International Financial 
Reporting Standards (IFRS).

Sberbank, Russia’s largest lender, also had a presence in 
the UK, albeit a much smaller one than VTB’s. Its London 
operation has also entered administration after the UK froze 
its assets and the US imposed “full blocking sanctions.” The 
lender, which is run by Putin’s former Economy Minister 
German Gref, realised GBP71,000 from selling computers 
and office furniture, according to an administrator’s progress 
report published on November 3. “Bespoke art works,” 
worth an estimated GBP45,000, will be auctioned off later 
this month by Roseberys Auctioneers in order to pay off 
Sberbank's creditors.

The bank, which was based at 85 Fleet Street in central 
London, exited its leasehold in September this year, with the 
remaining few personnel having to work from home during 
the wind-down.

The London operation, which can trace its lineage back 
to Tsarist times via its Moscow Narodny subsidiary based 
near Cannon Street since the Revolution in 1917, has been a 
prestigious calling card for the Kremlin in the UK.

Moscow Narodny was taken over by VTB and rebranded in the 
noughties. In 2008, the bank opened swanky new offices at 
14 Cornhill – the former home of Lloyds Bank that is located 
next to the Bank of England – and started hiring hundreds of 
bankers until the headcount exceeded 600.

But Western sanctions, first introduced after Russia’s 
annexation of Crimea in 2014, turned VTB and its staff into 
a pariah in the UK capital, with the bank forced to sub-lease 
much of its flash city lodgings.

A strategic review in 2018 led to VTB setting up a trading 
capability in Frankfurt and offloading much of its loan 
portfolio to its Frankfurt and Moscow arms and reducing its 
market risk across its fixed income and equity business lines.

The final nail in the coffin came in March this year, when VTB 
was forced to seek administration after its parent group was 
hit by severe sanctions aimed at isolating Russian entities 
and oligarchs from the wider global financial system. Those 
measures include the UK’s imposition of an asset freeze on 
the bank and its exclusion by the European Union from the 
SWIFT payments system – a vital component of international 
financial plumbing.

The London Stock Exchange also suspended the bank’s 
membership, meaning it could no longer trade on the bourse.

Daniel Bayfield, the QC acting for VTB directors, told the High 
Court in April that the UK business had been “paralysed even 
beyond the paralysis” caused by the sanctions.

The bank, which is run by former Soviet diplomat Andrey 
Kostin, who did a stint at Russia’s London embassy during 
the Soviet-era, had long cherished its outpost in the city’s 
glamorous Square Mile, and was clearly not happy to retreat 

Leading Russian state-owned bank VTB has shut up shop in London, ending 
a 100-year history of Russian banks in the UK capital that runs back to the 
establishment of Moscow Narodny Bank that was set up by the Tsars.
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Former employees of VTB and Sberbank in London have 
been struggling to find work due to the perceived stigma of 
having worked for Russian state entities, which have been 
supporting Putin’s war in Ukraine.

A former banker at VTB Capital, who spent more than three 
years working in its London office, said he was forced to 
abandon his career in the city.

“Nobody is hiring anyone who worked at VTB or Sber and the 
headhunters wouldn’t return my calls,” the banker told bne 
IntelliNews, asking for his name to be withheld. “Rightly and 
wrongly, we are pariahs and outcasts in the city for having 
worked for a financial institution with a direct line to a raving 
megalomaniac in the Kremlin.” 

floating liquefied natural gas (FLNG) terminal on the island 
of Krk, and partly to the continued post-Covid rebound of its 
tourism sector. 

“Croatia is relatively protected from the Russian gas import 
shutdown, given its majority state-owned energy sector, 
adequate share of renewables and access to alternatives 
through the Krk LNG terminal,” commented the EBRD. 

The FLNG terminal contributes to Croatia’s energy 
independence, and the country has ambitions to become an 
LNG hub for the region. Zagreb intends to double the capacity 
of the terminal from 2.9bn cubic metres to 6.1 bcm, Prime 
Minister Andrej Plenkovic said in June.

At the same time, both exports and private sector consumption 
are also going strong, driving growth in the country. 

The EC noted “strong, broad-based growth” on the back of a 
positive first half of the year. “Booming goods exports and a 
recovery of tourism and close contact services, together with 
employment growth, supported household consumption, while 
both public and private investment picked up,” said the report.

Three small Southeast European economies 
are outperforming Emerging Europe
bne IntelliNews

The latest set of forecasts from the European 
Commission confirmed what other international 
financial institutions (IFIs) had recently predicted: 

three small Southeast European countries are set to 
outperform the rest of the Central, Southeast and Eastern 
Europe region this year. 

Croatia and Slovenia have shown themselves to be relatively 
resilient to the current crisis so far – though slowdowns loom. 
Montenegro, meanwhile, is continuing its recovery from the 
coronacrisis after its tourism-dependent economy suffered the 
worst contraction across the Emerging Europe region in 2020. 

The European Commission autumn forecasts, released on 
November 11, project growth of 6.2% for Slovenia, 6.0% for 
Croatia and 7.0% for Montenegro this year, which were the 
highest for the eastern EU members and candidate countries 
included in the report. 

Earlier forecasts from September and October from the 
European Bank for Reconstruction and Development (EBRD), 
the International Monetary Fund (IMF) and World Bank also 
put the three countries ahead of the rest of Central, Southeast 
and Eastern Europe for 2022. 

In the broader Emerging Europe and Central Asia region, only 
some of the fast-growing Eurasian economies are set to see 
stronger growth rates this year. 

Moving into next year, however, Croatia and Slovenia are 
already experiencing a sharp slowdown and growth is 
anticipated to be just 1.0% in the former and 0.8% in the latter. 
Montenegro will fare somewhat better, along with the other 
Western Balkan economies, with growth projected at 2.9%.

Resilient to the energy crisis 
Croatia’s strong performance so far has been down to a 
combination of its relative resilience to the energy crisis, 
thanks to a large extent to its construction of the offshore 

European Comission GDP growth forecasts 2022
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Other projections for the Croatian economy’s performance in 
2022 range from 5.9% from the IMF to as high as 6.4% from 
the World Bank and 6.5% from the EBRD.

“GDP in Croatia continued to strongly expand in the first half 
of 2022 despite high and rising inflation and geopolitical 
tensions,” said the World Bank in its autumn 2022 Europe and 
Central Asia Economic Outlook. During this period, “Exports 
of goods and services maintained double-digit growth, and 
domestic demand remained robust.” 

The EBRD said that Croatia fully recovered from the pandemic 
already in 2021 when GDP expanded by 10.2%. That was 
due to a combination of private consumption, exports and 
investment. The strong growth continued into 2022, with 
GDP expanding by 7.4% year on year in H1.

The government has continued to support the economy, 
announcing a package worth 4.9% of GDP in September, 
under which electricity prices will be capped while vulnerable 
households will receive energy subsidies.

Solid foundations in Slovenia 
Slovenia’s growth is expected to come in a little behind Croatia’s 
this year. Both the EBRD and the IMF recently upgraded their 
forecasts for the country in 2022 following its stronger-than-
expected performance in the first half of the year. 

In September, the EBRD upgraded its GDP growth projection 
by 2.5 pp to 6%, citing the positive impacts from both 
domestic and foreign demand in the second quarter. The 
following month the IMF also upgraded its forecast by 2 pp 
from its April projection. 

Rating agency Moody’s commented when affirming Slovenia's 
credit rating at A3 on “the [Slovenian] economy's resilience 
to shocks, solid medium-term prospects for growth and 
coping with the energy crisis from the perspective of public 
finances”. It also noted Slovenia's liquidity reserves, at 16.4% 
of the country’s GDP, are a “good support factor for public 
finances in these times of crisis”.

bne IntelliNews previously highlighted Slovenia as Emerging 
Europe’s ‘secret success story'; the country is richest of the 

post-socialist economies, and has overtaken two of the old EU 
members – Portugal and Greece – in per capita GDP terms. 

Slovenia had a strong starting point when it embarked on the 
transition. Since then, the small country’s post-independence 
history has been a series of firsts: it was the first Southeast 
European country to join the EU, the first emerging European 
country to join the eurozone and the first from the region to 
switch from borrower to donor status at the World Bank. It 
also outperforms the rest of the region, or at least is one of the 
leaders, on most human development indicators. 

Montenegro’s recovery continues
Montenegro’s story is different from those in Croatia or 
Slovenia as its growth was driven by the recovery in tourism, 
together with consumption – the latter spurred on by a hike 
in the minimum wage. 

“Economic activity was driven by an increase in private 
consumption and exports, benefiting from a surge in real 
disposable income and the recovery in tourism, employment 

and remittances,” said the European Commission. These 
trends continued, albeit at a slower pace, into Q3

“In contrast, gross fixed capital formation recorded only 
marginal growth, while government consumption registered 
slight contraction over the year.”

“[E]conomic activity was driven by an increase in real 
disposable incomes owing to further recovery in tourism, 
employment growth, and household lending,” said the  
World Bank. 

"By June, the growth of exports outpaced that of imports, 
supported by further tourism recovery and higher metal and 
electricity prices.”

However, the World Bank added, the industrial sector fared 
less well, as unfavourable hydrological conditions caused 
domestic hydropower production to fall.

Slowdowns ahead
Despite their strong performance in 2022, both Croatia and 
Slovenia are already experiencing slowdowns, related to 
rising inflation (charts: Croatia, Slovenia) and slowing growth 
in their main trading partners. 

Croatia GDP growth y/y

Source: Croatia state statistics agency

“GDP in Croatia continued to strongly 
expand in the first half of 2022 
despite high and rising inflation  
and geopolitical tensions”
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The country will also benefit from EU funding under the 
Recovery and Resilience Plan, which will require reforms 
that may boost investment longer term. This is important 
for Croatia, as the country faces issues of low productivity 
growth and lack of competitiveness, as well as its declining 
population that has squeezed the labour market. 

Growth tails off in Slovenia 
The slowdown has already started in Slovenia in Q3, as noted 
by the central bank, which said in October that quarterly GDP 
growth was moving to quarter-on-quarter stagnation in the 
third quarter. Assuming similar trends in the last quarter, 
means an annual growth of around 6%. After recovering 
from the coronacrisis, growth in Slovenia's industrial sector 
has fluctuated recently. 

This came after the Slovenian economy expanded by a real 
8.2% in the second quarter of 2022, following 9.8% growth 
in the previous quarter. 

The European Commission anticipates “significantly 
lower” growth “due to a weaker external environment, 
high uncertainty and still high inflation”. This will lead 
to a temporary dip in private consumption, previously an 
important growth driver, as real incomes are eroded  
by inflation. 

On the other hand, public investment is set to remain strong, 
and the Commission expects exports to keep growing, even 
with weaker export demand than previously projected.

Private consumption already recorded a quarterly decline in 
Q2, as pointed out by the EBRD, which expects the drop in 
domestic demand and the weaker Eurozone economy to slow 
growth down to 1.8% (somewhat more optimistic than the 
European Commission’s projection).

Headwinds for Montenegro 
Montenegro’s economy “is expected to decelerate amid 
headwinds from high inflation, increased political 
uncertainty, as well as tighter financing conditions and 
weaker external demand,” the European Commission said. 

It also pointed to Montenegro’s weakening fiscal position, 
as new spending measures have been announced. This will 

The European Commission forecasts a technical recession 
in Croatia in the last quarter of 2022 and the first quarter 
of 2023, resulting from a combination of “persistently high 
inflation, negative real wage growth and a decline in business 
and consumer confidence”. 

Other IFIs have also projected a sharp slowdown, with the 
World Bank noting that rising uncertainties in the external 
environment and inflation are weighing on real incomes and 
external demand.

Despite the positive growth, the World Bank warned: “Soaring 
food and energy prices hurt consumers, especially the poorest 
and most vulnerable … Worries about the economy, food 
prices, and energy prices are almost universal.”

Looking ahead, “The main challenges pertain to the implications 
of the war in Ukraine, particularly, gas imports from Russia, 
decline in real incomes as a result of rising inflation, monetary 
policy tightening, rising financing costs, and uncertainty. In 
addition, a slowdown in key trading partners like Germany could 
also have a negative impact on exports,” the World Bank said. 

“Risks are tilted to the downside due to high uncertainty, a slowing 
global economy and potentially costlier financing,” it added.

From a brighter perspective, Croatia is due to join the Eurozone 
at the beginning of 2023. Rating agency Fitch commented at 
the end of October – when upgrading its 2022 GDP growth 
forecast from 3.3% to 6.1% – that the upcoming euro adoption 
should help the Croatian economy remain resilient to external 
shocks, along with its improved fiscal and external positions. 

Croatia inflation y/y

Slovenia inflation y/y

Source: Croatian Bureau of Statistics

Source: SURS

Slovenia industrial production y/y

Source: SURS
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Shortly after the 2016 wedding, Karagoz (via a different 
company, which he also headed) began winning conspicuous 
amounts of government contracts, in many of which his firm 
was the only one participating. 

Also following the wedding, he began to take tighter control 
of Dost, which he co-founded in 2010. By 2017, the company’s 
other shareholders had left. Meanwhile, other Erdogan family 
members joined.

Documents in Turkey’s official Trade Registry Gazette reviewed 
by Eurasianet show that just over a year after the wedding, 
more of Erdogan’s family members (two nephews) became 
shareholders in Dost Ziraat: Usame Erdogan, son of Mustafa; 
and Ahmet Enes Ilgen, son of Erdogan’s sister Vesile Ilgen. By 
2020, however, other documents in the registry indicate that 
the two nephews no longer held shares in the company and 
that Karagoz was the only shareholder. 

lead to a 2022 budget deficit that is substantially higher than 
originally planned.

At the same time, Montenegro is suffering what some 
analysts have called its worst political crisis in 20 years. After 
the collapse of Dritan Abazovic’s short-lived government, 
a standoff between President Milo Djukanovic and the new 
majority in Parliament have prevented the formation of  
a new government. 

“The complexity of the political situation exacerbates already 
high uncertainties, and postpones the reform process, 
diverting the focus from imminent economic challenges,” 
commented the European Commission.

The World Bank warns that the unfavourable global economic 
outlook and high uncertainty are weighing on Montenegro’s 

recovery prospects, with growth expected to moderate 
over the next two years. “While still recovering from the 
pandemic, Montenegro is facing renewed headwinds,” it said. 

The bank does not expect Montenegro to start work on 
the remaining sections of the Bar-Boljare highway, the 
biggest investment project in the country, by 2025, as fiscal 
space is limited. It also notes that while tourism is expected 
to continue recovering next year, “deteriorating growth 
prospects in the EU and the region can slow its recovery”. 

The World Bank warns of multiple downside risks to 
the outlook, and says Montenegro will “require very 
careful debt management and stronger control over its 
expenditures”, given the tightening of global financial 
conditions and the country’s “sizeable financing needs of 
around 9% of GDP in 2023”. 

‘Brotherly’ Azerbaijan and Turkey build 
lucrative Karabakh business ties
Ulqar Natiqqizi for Eurasianet

Following Azerbaijan’s victory over Armenia in the 2020 
war, one of the biggest beneficiaries has been Turkey. 
Turkey gave substantial military aid to Azerbaijan in 

the war, and the aid is now being reciprocated: Companies 
close to Turkish President Recep Tayyip Erdogan have 
received at least hundreds of millions of dollars in contracts, 
particularly in the reconstruction of the territories in 
Karabakh that Azerbaijan retook in the war. 

In some cases, the relationships go beyond business and 
politics: In one large new agricultural complex in the 
Zangilan region, members of Erdogan’s family are business 
partners with members of President Ilham Aliyev’s family.

Erdogan and Aliyev laid the foundation for the Dost (“Friend”) 
Agropark in October 2021, and the two visited it again on 
October 20, when they took a tour around Karabakh as part 
of the inauguration of a new airport in Zangilan, near the 
borders with Armenia and Iran. 

The Dost Agropark is envisaged as a $100mn project that  
will eventually employ 500 people raising up to 10,000  
head of cattle. 

Accompanying Erdogan on his trip around Karabakh was 
Abdulkadir Karagoz, the owner of Dost Ziraat, the Turkish 
investor in the Dost Agropark. Karagoz is not just a business 
ally but a member of Erdogan’s family; he is married to 
Erdogan’s niece, the daughter of Erdogan’s brother  
Mustafa Erdogan. 

“The Dost Agropark is envisaged  
as a $100mn project that will 
eventually employ 500 people 
raising up to 10,000 head of cattle”
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On the Azerbaijani side the investor is Pasha Investments, 
part of the Pasha Holding company that brings together all  
of the firms owned by the family of Aliyev’s wife and first  
vice president, Mehriban Aliyeva. 

The management of the agropark, meanwhile, is in the 
hands of another Erdogan ally: the CEO is Mehmet Zeki 
Tugrul, who has been both a vice chairman of Dost Ziraat’s 
management board as well as a board member of the  
youth wing of Turkey’s ruling Justice and Development  
Party (AKP). 

On their October 20 visit to the park, both presidents briefly 
responded to questions from journalists. Erdogan referred 
to Karagoz as “the person in charge here” and when asked 
if the agropark may be expanded later, Aliyev responded: 
“That depends on Mr Abdulkadir.” Erdogan added: 
“Whatever he wants will be the case.”

Karagoz himself chimed in: “Of course, it will expand. 
Inshallah, we will continue in Lachin,” he said, referring to 
another territory retaken in the 2020 war. 

Karagoz was not the only Turkish businessman in Erdogan’s 
entourage. Others included Cemal Kalyoncu, the chairman 
of Kalyon Holding; Mehmet Cengiz, chairman of Cengiz 
Holding; and Yildirim Demiroren, chairman of Demiroren 
Holding. All three had also joined Erdogan in his previous 
Karabakh visit. 

In remarks that he made in Jabrayil, Erdogan alluded to 
the poor state of the current road there. “I think that in a 
year from now, we’ll see the road to Jabrayil in a completely 
different state, because serious steps are also being taken 
related to infrastructure issues,” he said. “Steps have been 
taken here thanks to the joint work of Cengiz and Kalyon 
companies.”

While these businesses don’t have family connections to 
Erdogan, they are key political allies. Cengiz and Kalyon 
are two of what has become known as the “Gang of Five” 
Turkish firms that have close links to Erdogan and the ruling 
party and which have been awarded most large government 
tenders during Erdogan’s rule. 

Now both Kalyon and Cengiz have been awarded lucrative 
contracts for work in Karabakh, as well, including 
construction of roads and the operation of three mines, 
particularly of gold and copper. Kalyon is constructing the 
Horadiz-Aghband railway line that is envisaged as part 
of the transport route connecting Azerbaijan’s exclave of 
Nakhchivan to the mainland via southern Armenia. That 
project is projected to cost more than 312mn manats (over 
$180mn) and to be completed in 2023.  

Another “Gang of Five” company, Kolin Insaat, also has gotten 
a lucrative road construction contract in Karabakh, to build 
the “Victory Road” to Shusha along with an Azerbaijani firm, 
Azvirt. Kolin also was involved in the establishment of a 
market (located on “Turkey-Azerbaijan Friendship Street”) 
in the village of Agali, where the first few Azerbaijanis to 
resettle in Karabakh have moved. 

In total, the Azerbaijani government has allocated over 
4.8bn manats (nearly $2.9bn) for reconstruction and 
restoration projects in Karabakh. Data have not been 
published breaking down which countries’ companies get 
contracts, and other countries perceived to be friendly, 
including Italy, Israel, and the United Kingdom, also have 
gotten contracts. But Turkish firms appear to be the biggest 
winners of the contracts. 

There are roughly 30 Turkish companies operating in 
Karabakh, according to the Turkish embassy in Baku. “These 
companies have already invested $1 billion, and these 
investments will continue to grow,” said Yakup Sefer, Turkey’s 
chief trade counsellor in Baku, at a July business forum.  

Another major Turkish firm, Demiroren Holding, hasn’t 
been publicly awarded any Karabakh-related projects but it 
has won other major recent contracts in Azerbaijan. In 2021 
it got a 10-year contract to run the state lottery, and signed a 
memorandum of understanding with the Economy Ministry 
to build a $40mn pharmaceutical plant. 

Asked by an Italian journalist in a September interview about 
the prospects for firms from that country getting construction 
contracts for Karabakh, Aliyev responded that Italy would 
be in second place – behind Turkey. “It is our neighbour and 
they have very prominent construction companies,” he said of 
Turkey. “Because it is our ally and close friend.” 

Ulkar Natiqqizi is an Azerbaijani journalist.

This article originally appeared on Eurasianet.

Butchering the competition: Aliyev and Erdogan at the opening of Dost 
Agropark on October 20. / president.az.
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The private equity and venture capital industry is poised 
for a growth surge in Central and Eastern Europe (CEE), 
despite the war in Ukraine and current economic crisis, 

said fund managers surveyed by Bain & Company. 

The management consultancy's report highlights the robust 
macroeconomic fundamentals of the 11 EU member states 
in the region that have put it on a “path of sustained, fast 
growth”, which combined with its catch-up potential and 
its emergence as a near-shoring hub make it an attractive 
location for private equity investment. 

Short-lived turbulence
Russia’s invasion of Ukraine in February brought Europe’s 
first major land war in decades right to the border of the 
European Union, and according to the report, geopolitical 
and macroeconomic turbulence is already affecting CEE 
economies. However, this is not specific to the region; the 
magnitude of impact will likely not differ substantially from 
that in Western Europe.

“There’s no denying that the war in neighbouring Ukraine 
is taking its toll on PE [private equity], particularly in 
fundraising and exit options,” said Maciej Ćwikiewicz, 
president of the board of Poland’s PFR Ventures, in a 
statement on the release of the report. 

“But there’s reason to believe this will be relatively short-lived: 
86% of the people we surveyed expect the effect to fade away 
within one to two years. And once the war ends, they also 
foresee benefits for companies in the region doing business 
with Ukraine, particularly in the construction, industrials and 
business services sectors.”

Delving into more detail during a webinar to present 
the report on November 15, Edgar Kolesnik, partner at 
Abris Capital, commented: “The report takes a long-term 
perspective. We do not expect the current turbulence, 
be it political or macroeconomic, to affect the region’s 
attractiveness in the long term.

“In the shorter term, we are seeing the impact of the 
geopolitical situation and macro situation on deal flow 
activity, but at the same time we see very similar effects across 
Europe. We see deceased deal flow, deceased activity across all 
European countries so this is not CEE specific,” he added. 

Małgorzata Bobrowska, co-founder and managing partner of 
Resource Partners, agreed the war "certainly affected the exits 
in the first half of the year and other transaction activity”. 

However, she added, “on a positive note, the understanding is 
that this situation will impact more in the short- than long-
term. In the long-term we expect increased economic activity 
to create additional opportunity for growth.” 

Moreover, the report forecasts that as a result of the 
conflict in Ukraine, “CEE economies are likely to benefit 
in the medium term from vast opportunities to assist with 
reconstruction and development programmes, while the 
direct impact of the conflict on investment funds’ existing 
operations has been limited.”

Compared to private equity, Kolesnik considers that the effect 
on venture capital is “much more limited”. “Venture capital 
investors focus more on companies with global potential — 
this is the same anywhere. 

“We have two portfolio companies in Ukraine. They continue 
operating and both have 95% of revenues globally, outside 
of Ukraine. If the founders go to the US, London or Western 
Europe, they are very well received. It’s easy to arrange meetings 
as people are very open to meet and cooperate with Ukrainian 
companies … once the war is over, there will be a lot of capital 
flow to Ukraine, on the venture capital side definitely.”

Strong economic fundamentals 
Among the incentives for investing in the CEE region are 
its population of over 100mn, the fast growing and stable 
economies that typically out-perform mature markets, 
the high-quality talent and the close links to Western 

Private equity poised 
for growth surge in 
CEE despite macro and 
geopolitical crises

Clare Nuttall in Glasgow

bne:Funds
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Europe. GDP is currently at €1.3 trillion, making the market 
comparable in size to the Nordics or South Korea.

“The region combines its attractive growth profile with 
developed economy-like stability, differentiating it from 
other emerging economies … with nearly a quarter of global 
investors saying the region provides the best emerging 
market opportunities,” says the report. 

When it comes to the catch-up potential, GDP per capita is 
just €14,000 in CEE compared to €43,000 in Western Europe, 
“offering significant headroom for convergence”, says the 
report. 

“The headline is this is a stable, sizeable and fast-growing 
region,” said Pawel Szreder, associate partner at Bain & 
Company. 

He forecast that the opportunities in near-shoring of 
manufacturing and services, which is already growing strongly, 
will become even stronger given the de-globalisation trend.

Investors see many of the global trends in CEE, but, says 
Szreder, "in CEE many of these trends seem to be moving 
faster”.

Along with near-shoring the report identifies other major 
trends, namely the green transition and digitalisation. At 
the same time, there is an ongoing consolidation of the 
fragmented, founder-owned business landscape. Another 
broad trend in the region that has been around for a long time 
is the growth in disposable income, which “enables the rapid 
growth of new consumer goods and services sectors”. 

Maturing sector 
Despite strong growth over the last two decades, private 
equity investment in CEE as a share of GDP remains well 
below that in Western Europe. Thus, says the report, “There 
is substantial room for further growth in investment, with 
private equity investment in CEE averaging just 0.2% as a 
proportion of GDP, compared with 0.8% in [Western Europe].” 

“CEE economies are growing fast as they continue catching 
up to the West, fueled by a highly qualified labor force, and 
investments in near-shoring, infrastructure and the green 
economy,” said Jacek Poświata, managing partner at Bain & 
Company Poland/CEE. 

“After developing over the past two decades, PE funds now 
have all the pieces in place to capitalise on that trend. VC 
[venture capital] is already booming and we expect this to 
continue, with investment doubling or tripling over the next 
four years, based on the trajectories we’ve seen in Western 
European economies.”

“We now have a mature ecosystem in place, with many 
players on the market for over 20 years,” said Bobrowska of 
Resource Partners. “Deal flow is robust enough to feed both the 

international GPs [general partners] coming over for the largest 
transactions as well as to feed the deal flows of the existing local 
GPs, which mainly focus on the SME end of the market.” 

Local GPs are able to generate satisfactory returns for 
investors, according to Bobrowska. While holding periods 
were previously longer than in Western Europe, this is no 
longer the case. 

She added that the region “is still not attracting equal 
investment as the Western part of the European market, and 
there is a much slower fundraising pace.” However, the report 
forecasts that GPs will see an improving fundraising outlook 
due to better current and future returns on investment. 

Barbara Nowakowska, managing director of the Polish Private 
Equity and Venture Capital Association (PSIK) also noted 
the "maturity of the system created in 20 years, with a broad 
talent pool available”. It has become clear that “over the last 
decade the performance in the region is in line with the 
expectations of the investors”. 

Fund managers surveyed for the report identified three 
main obstacles hindering the performance of private equity 
investments, namely the experience of managers of portfolio 
companies, the experience of fund managers and regulatory 
uncertainty. 

However, the overall business climate in the region has 
improved significantly and it is now close to Western Europe 
on the World Bank’s annual Ease of Doing Business ranking.

“Many obstacles previously observed are being addressed 
now,” said Bobrowska.

Venture capital ‘inflexion point’ 
The picture is even more positive for venture capital. 
Countries across the CEE region have strong technology 
sectors, with the report noting a "vast influx” of multinational 
tech companies that have picked CEE as the location for their 
R&D centres and hubs. Currently, CEE is home to around 
6,300 multinational R&D facilities, many times higher than 
the 1,700 in 2010.

Szreder talked of the “vibrant early startup ecosystem in 
CEE”, while Tomasz Swieboda, partner at Inovo Venture 
Partners, listed a variety of signs of the maturing venture 
capital ecosystem that indicate the sector will continue to 
be successful, among them the high quality of tech talent, 
entrepreneurial people and the availability of capital. 

“The venture capital market in CEE is booming,” said 
Ćwikiewicz. “It’s at inflection point and this is very important 
— there is a moment in time when things are speeding up. 
We clearly see this in the amounts of investment; fundraising 
reached historical levels. We believe the fundamentals are 
very strong … compared to Western Europe there is still some 
space to grow but the potential is there.” 
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The IPO looks much humbler than Kazakhstan’s previous 
grand plans announced several years ago to float 25% 
stakes in large state-run firms. Plans to sell shares in such 
companies never properly came to fruition beyond the 
sale of a 25% stake in the world’s largest uranium producer 
Kazatomprom in June 2020. The listing of Kazatomprom took 
place on both the London Stock Exchange and the domestic 
Astana International Exchange (AIX).

Later in 2020, Kazakhstan put off until 2021-2023 the planned 
listings of other large state-owned enterprises, including that 
of KazMunayGaz.

The list of companies with delayed IPOs also includes 
carriers Air Astana and Qazaq Air, miner Tau-Ken Samruk, 
railroad firm KTZ and electric power firm Samruk Energy. 
The government has blamed “high volatility in international 
capital markets” for the delays. Such privatisation 
programme delays have been seen across many years. 

Earlier this year, the Kazakh authorities announced plans to 
float Air Astana shares along with equity in KazMunayGaz, 
but no follow up information on selling off part of the airline 
has been released since then. 

Kazakhstan's sovereign wealth fund is to sell a stake 
of up 5% in state oil company KazMunayGaz on two 
domestic stock exchanges in an offering that values 

the company at Kazakhstani tenge (KZT) 5.1tn ($11.1bn), the 
company announced on November 7.

The sale plan is one of a series of several times delayed initial public 
offerings (IPOs) aimed at privatising some of Kazakhstan’s largest 
firms. Kazakh President Kassym-Jomart Tokayev is attempting to 
rebrand the IPO plans as part of political and economic reforms 
necessitated by the response to the deadly political unrest that 
hit the country in January. In August, Bloomberg reported that 
Kazakhstan’s sovereign wealth fund, Samruk-Kazyna (SK), was 
planning to sell shares in oil producer KazMunayGas at a discount 
in order to boost interest from local investors in the midst of 
international uncertainty driven by Russia’s invasion of Ukraine.

Oil stands as the Central Asian nation's biggest export and 
KazMunayGaz holds stakes in multiple projects including 
consortiums developing Kazakhstan's three largest oil fields, 
namely Tengiz, Karachaganak and Kashagan.

Priority in the placement will be given to bids from domestic 
retail investors, the fund's chief executive, Almasadam 
Satkaliyev, told a briefing. Bids will be accepted between 
November 9 and December 2.

Kazakhstan's sovereign wealth fund to sell 5% 
stake in national oil company KazMunayGaz
Kanat Shaku in Almaty

KazMunayGaz HQ. / Company photo, cc
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Turkish textile 
companies want  
even weaker lira

Turkish textile companies want to see the dollar/Turkish lira 
(USD/TRY) rate settle around 21-22, arguing that an even 
weaker lira could help them export away their problems.

The manufacturers are under severe pressure posed by high energy 
and climbing labour costs. At the same time, the exchange rate and 
elevated inflation – running at an official 86% in Turkey – make it 
impossible for the firms to offer a definite price to potential buyers, 
according to people from the textile industry. They warned that the 
sector would face difficult times until the final quarter of 2023.

“We think inflation and currency depreciation should somehow 
match. Our calculations suggest that the USD/TRY rate should 
be around TRY21-22 [compared to the present 18.60]. Otherwise 
we’ll remain cornered. You cannot reduce inflation, so now 
the only way out for exporters is a weaker currency,” said Seref 
Fayat, president of the Turkish Ready Wear and Confection 
Assembly at the Union of Chambers and Commodity Exchanges, 
Tobb, which represents small and medium sized companies.

“This is the last exit before the bridge,” added Fayat.

The textile companies were keeping a close eye out for a 
new hike in the minimum wage due for 2023. It should be 
announced towards the end of December.

“The companies do not want to start a new year with higher 
labour costs at a time when demand from Europe is waning,” 
Fayat added.

The textile firms were hindered in that they could not make 
forecasts due to the parliamentary and presidential elections 
scheduled for next June and because of as yet unseen labour 
cost burdens, noted Ramazan Kaya, president of the Turkish 
Clothing Manufacturers’ Association.

“We have demanded from Ankara [the government] a more 
balanced exchange rate and the reinstating of the short-
time working pay scheme, which was introduced during the 
pandemic,” Kaya said.

Some capacity in the textile industry would probably remain 
idled in the period ahead as both domestic and foreign 
demand were declining, he added, observing that companies 
were losing customers to competitors in other countries.

Kaya said that some of Turkey’s yarn dyeing companies had 
started to lay off workers or close or suspend operations.  

The lira lost 44% of its value against the dollar last year. To 
date this year, it has lost a further 29%. 

bne IntelIiNews

bne:FX

Turkey's textile manufacturers say things are out of whack. / 
Gunebakancicegi, cc-by-sa 4.0.

uncertainty in the country after two years of repeated snap 
general elections. After the latest election on October 2, there 
is not yet any indication of a new government being formed. 

157 MPs backed the resolution put forward by Gerb, the winner 
of the recent election, while 28 voted against and 23 abstained, 
a parliament statement said. Change Continues, the second-
largest party in the new parliament, also backed the resolution. 

MPs warn political instability jeopardises 
Bulgaria's euro adoption timetable
bne IntelliNews

Bulgarian MPs urged the caretaker government to 
accelerate talks with European institutions to enable 
the adoption of the European single currency on 

January 1, 2024 in a resolution adopted by the parliament  
late on October 27. 

Bulgaria set January 2024 as the target date for joining the 
eurozone, but progress has been stalled by the political 
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a macroeconomic forecast and a medium-term fiscal 
programme and with what parameters.

The country was admitted to the eurozone’s waiting room, the 
ERM II mechanism, in July 2020 along with Croatia. However, 
political instability has delayed Sofia’s plans for euro adoption. 

Bulgaria’s former government, led by Change Continues’ Kiril 
Petkov, adopted on May 27 a plan for introduction of the euro 
on January 1, 2024. 

When announcing the plan’s approval, then finance minister 
Assen Vassilev noted that the country had de facto already 
adopted the euro, as its currency, the Bulgarian lev, is pegged 
to the European currency. 

“The Council of Ministers, in co-ordination with the [Bulgarian 
National Bank] BNB and other responsible institutions, to 
accelerate the process of technical preparation for the adoption 
of the euro according to the National Plan for the introduction 
of the euro in the Republic of Bulgaria, adopted by the Council 
of Ministers on May 27, 2022,” says the resolution adopted by 
the parliament. 

Addressing the parliament on October 27, central bank 
Governor Dimitar Radev said the political decision on joining 
the eurozone “will have its price, and it will not be small”. 

Radev urged MPs to focus on resolving the political crisis 
and to address questions directly related to preparing for 
euro adoption, including when Bulgaria will have a budget, 

bne IntelliNews spoke with a currency trader in Tehran. 
They said: "Part of the downward pressure on the rial is 
because of expansive monetary policy whilst the economy is 
contracting, as in they are printing too much money."

In the current political environment dominated by the street 
protests, there is increased psychological pressure to flee the 
rial and convert savings into other assets. In the medium 
term, this will lead to higher property prices. 

The trader added: "The capital controls used by the government 
will exacerbate the panic and lead to a run on the rial. So what we 
are seeing is just the beginning of a potential 50% depreciation."

The heavy-handed state approach to FX has been criticised by 
traders and currency hawkers on Tehran’s Ferdowsi Street, the 
epicentre of legal and black market currency trading in Iran.  

“We hope that with the new currency policies, the tension in 
the market will subside,” Farshad Taghavi, a trader involved in 
importing machinery from abroad, said, following the change 
in rules.

In the Iranian parliament, debates raged over how to handle the 
rial and FX situation, with all other options mostly exhausted.

Somayeh Mahmoudi, a member of the parliamentary 
economic commission, said in an interview with Donya 
Eqtesad newspaper that the state budget would have to 
update the price of the dollar.

Mahmoudi said: “I do not know what the price of the dollar 
will be by the time the budget is presented, but the dollar rate 
in the budget must be updated.” 

Iran bans in-person sales of forex as rial dives

bne IntelliNews

The Central Bank of Iran (CBI) has issued a directive 
banning in-person sales of foreign currencies in 
bureaux de change, Tehran Bazaar social media 

channel reported on November 7.

The Iranian rial (IRR) continued to slide against a basket of 
foreign currencies on the open market, with the USD trading 
for IRR367,500 by the end of the day, the weakest ever rate of 
the rial versus the dollar. The euro and pound also hit records 
of IRR367,050 and IRR421,700, respectively, on November 7, 
according to currency website Bonbast.

Foreign currency buyers now need to go to website my.ice.ir, 
register their request for FX and await permission from a CBI 
official. Only with the permission, can the buyer approach a 
currency trader.

Traders in Tehran believe the collapse of the rial has some 
way to go amid economic and political tensions caused by the 
unrest that has swept Iran in the past seven weeks and the 
dashing of hopes that talks for a revival of the 2015 nuclear 
deal, which would bring about the lifting of US sanctions, 
could soon get back on track.

Local banking magazine Banker on November 6 asked traders 
if they believed the rial would continue in a downward spiral 
if the dollar broke IRR362,000.

The consensus was that it would decline further as traders on 
the market were continuing to load up on USD.  

“However, some traders pointed to the central market maker's 
battle over the dollar price and said that the dollar rate in the 
market may be revised again today,” the magazine wrote.
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Sanctions unleash  
a tsunami of Russian 
M&A deals

The extreme sanctions imposed on Russia after the 
invasion of Ukraine have thrown Russian business into 
chaos. In the space of a week products and inputs that 

are essential for production simply stopped arriving even if 
they were not on one of the sanctions lists. Western suppliers 
of all sorts just cut ties with Russia. 

Within a month over a 1,000 Western companies suspended 
operations in Russia, with many threatening to pull out 
of what had become Europe’s largest consumer market 
altogether. Eight months on and that process is ongoing, 
but it is proving much harder to do in practice. Western 
companies have invested hundreds of millions of dollars in 
building up their presence and, according to a report from 
Yale, have a turnover equivalent to 40% of Russia’s GDP.

Departing companies don’t want to abandon their 
investments entirely, and some have no intention of quitting 
the market completely. But Russia has become so toxic that 
simply ignoring the war in Ukraine is not an option either. 
That has driven a tsunami of M&A deals as Western investors 
try to rescue something from the Russian debacle.

A Russian official estimated in August that three-quarters 
of Western companies are still working in Russia, but the 
picture is muddled. According to a study by the Kyiv School 
of Economics (KSE), only about 50 companies have genuinely 
left the market completely, while others are in some sort of 
limbo. Other have moved their legal domiciles to “friendly 
countries.” Many have suspended their operations, but 
have kept the option to restart them in a few years’ time 
when the storm blows over. And many of them are selling 
their businesses to their Russian management, distribution 
partners or opportunistic entrepreneurs taking advantage of 
the fire-sale that is underway.

The picture is further muddied by parallel imports. While 
some companies like Apple and Nike have nominally pulled 
out of Russia they have done so by selling their distribution 
chains to their Russian management, which will continue to 
import their products via intermediate countries like Turkey, 
which has seen its trade with Russia grow by 50% this year 
compared to what it was a year ago before the war started.

Russians were buying 30mn smartphones in 2021 and 
Apple was at the top of the list, but this year the brand 
has completely fallen out of the top ten brand sales list, to 
be replaced by Chinese brands. Former president Dmitri 
Medvedev said this month that it is still possible to buy the 
new Apple 14 in Moscow – it has been released since the 
war started – just it costs 20% more, is imported via Turkey 
and doesn’t have any of the service agreements or company 
guarantees Apple offers in its legitimate markets.

Like most Western brands that have started to reappear in 
Russia, Apple has no control over the parallel imports. They 
are organised by traders who do not have the capacity to 
handle a million unit orders but are sending smaller orders, 
so volumes of sales have collapsed.

With other products like high-end suitcases the total volumes 
are of a manageable size for traders and the distributors 
that are taking over from the brand-owners will be able to 
continue their business more or less as normal. And often 
these sellers will continue to offer the same customer service 
and guarantees as the original producer, except taking those 
costs onto their own book rather than passing them to the 
parent company as in the past.

Apple hasn’t pulled out completely as it returned the apps 
of Russian internet major VK (former Mail.ru) to the App 
Store at the start of October after the Russian company 
provided proof that it’s not “majority-owned or controlled 
by a sanctioned entity,” The Verge reported, thus further 
muddying the waters.

On top of that there are currently 400 oligarchs and mini-
grachs in Dubai that are scrambling to break their companies 
into a Russian part and an international part that can 
continue business, according to bne IntelliNews reporters in 
the Arab city, the favoured and largest financial centre still 
open to Russian businessmen.

Some of these are taking their know-how, resources and 
money to launch new international versions of their 
existing businesses and are just building up mirror-image of 
businesses they have already pioneered in Russia.

bne IntelliNews 

bne:Deal

Sanctions have forced a massive restructuring of Russian business and also 
have resulted in a lot of bargains as leading Russian entrepreneurs snap up 
cheap assets as departing foreign firms try to rescue something from the 
debacle. / bne IntelliNews
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remains Rosneft’s shareholder and had collected $700mn 
worth of dividends from the second half of last year, which 
had been transferred to the company’s account.

"Despite the high-profile declarations made on February 27 
by BP’s board of directors about the decision to divest from 
Rosneft, the company has not complied with that resolution. 
And despite all the rhetoric, it still remains a ‘shadow’ 
shareholder, not participating in the work of the company’s 
management bodies, maintaining all rights and corresponding 
dividends. I would like to take the opportunity to notify our 
friends from BP that their dividends for [the] second half 
of 2021 [amounting to] $700mn have been transferred to 
accounts that have been opened for them," Sechin said.

"Let me mention that BP’s revenues from participating in the 
share capital and joint ventures with Rosneft have already 
reached $37bn, with the total investment of around $10bn. 
I believe this is excellent compensation for the capital 
invested," Sechin added.

Other US oil firms have been pushed out and have taken 
large losses in the process. American oil giant ExxonMobil 
completed its exit from the Russian market after Putin 
ordered the expropriation of its assets, the company said on 
October 18.

ExxonMobil had been in negotiations with the Russian 
authorities to sell its more than $4bn in assets – including 
its largest Russian investment, a 30% stake in the Sakhalin-1 
oilfield in the Russian Far East – since March. Sakhalin-1’s 
foreign investors were given one month to apply for shares in 
the new entity operated by state-run oil giant Rosneft.

The Exxon spokesperson did not say whether the company 
had received compensation for its assets, nor did he 
comment on whether the company would seek to challenge 
the seizure through the international courts. ExxonMobil had 
reduced its output on Sakhalin-1 by July, limiting volumes to 
the amount needed to sustain Khabarovsk and Vladivostok, 
the two largest cities in Russia’s Far East.

The sanctions regime has also thrown up problems for 
Russia’s leading privately owned oil company Lukoil, which 
is considering dividing itself into two companies, Swiss 

Russia Inc. is going through a massive corporate restructuring 
as business responds to the sanctions earthquake that has 
toppled structures that have taken three decades to create.

The deals can be broken into three main types: super-large 
multinational players trying to exit or being forced out 
of the market; FMCG (fast moving consumer goods) and 
discretionary consumer goods purveyors that rely on large 
retail networks selling to partners or management; and 
opportunistic bargain hunting by big Russian companies or 
businesspeople.

Mega deals
The biggest companies have had the most problems, as they 
are simply too big to sell easily. At the same time, the Kremlin 
has banned some really big oil companies in strategic 
industries from leaving or has forced them into restructuring 
deals where they must decide to commit to Russia or exit 
completely.

In June Putin issued a decree that sets up a new holding 
company to control Russia’s LNG production on the Far East 
island of Sakhalin. Foreign stake holders – including Shell 
(27.5% minus one share), Japan's Mitsubishi (10%) and Mitsui 
(12.5%), Gazprom (50%) – were told to apply for shares in the 
new company or lose their stakes. Japan has sided with the 
West in sanctions on Russia, but it is also heavily reliant on 
Russian LNG for energy.

The Japanese companies have decide whether to remain 
shareholders but Shell expects the sale of its 27.5% in the 
new operator of the Sakhalin-2 project, the Sakhalinskaya 
Energiya company, to be completed in the first quarter of next 
year, the oil and gas company said in its quarterly financial 
report at the end of October, without saying who will buy it.

"On September 1, 2022, Shell formally advised the Russian 
Federation (RFG) that it would not apply for shares in the 
[newly-created Russian company] LLC, that it objected to the 
purported transfers from SEIC [Sakhalin Energy Investment 
Company] to the LLC and that it reserved all rights and 
remedies. The RFG is now expected to begin the process to sell 
Shell’s 27.5% (minus one share) share. This process is expected 
to be completed in the first quarter 2023," the report said.

Russian Deputy Prime Minister Alexander Novak said earlier 
the new shareholder of the Sakhalin-2 project replacing Shell 
would be defined by the end of the year, without giving more 
details. Novatek showed interest in the project earlier, reports 
BCS GM.

Much more tricky will be British multinational BP's 19.75% 
stake in Russian oil major Rosneft. BP has also said it will pull 
out of Russia, but it has not commented on how or who could 
buy its stake.

At the end of October Rosneft's Igor Sechin emphasised at 
the 15th Verona Eurasian Economic Forum in Baku that BP 

“Let me mention that BP’s revenues 
from participating in the share 
capital and joint ventures with 
Rosneft have already reached  
$37bn, with the total investment  
of around $10bn”
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and Emirati, in order to allow European refining operations 
to continue after the European oil embargo begins on 
December 5. While the state-owned oil majors simply 
follow Kremlin orders, Lukoil has always endeavoured to 
maintain a tricky balance of retaining its independence and 
serving the interests of its shareholders, without stepping 
on the Kremlin’s toes. While the changes in Lukoil’s trading 
arm are not strictly speaking M&A, they are indicative of 
the corporate restructuring forced on everyone due to the 
extreme sanctions regime.

“Lukoil will face a more significant challenge in marketing 
Urals crude after the embargo begins in a few weeks. So 
far, its exports of Russian crude have been relatively lightly 
touched by Western sanctions thanks to the company being 
able to load its Sicilian refinery completely with its own Urals 
crude, and thus largely fully realising the value for that crude 
in the form of refined products sold on the Italian market 
rather than having to accept a significant discount to Brent 
crude,” BCS GM said in a note. “From December 5, however, 
the company will have to source non-Russian crude for the 
plant and find alternative outlets for perhaps 20% of its Urals 
exports that have been going to Sicily… The Swiss successor 
to Litasco will handle the sourcing of non-Russian crude for 
European refining, while the new Middle East trading arm 
will market Urals to that region and elsewhere.” One option 
is to export more Lukoil crude to the Middle East, where the 
Saudis have been refining it to increase the amount of their 
own crude exports, which in turn could be sent to Sicily.

There have also been big changes in the utilities sector. The 
Italian company Enel has pulled out of Russia after years of 
pioneering work that created the country’s greenest energy 
company.

Italian utility and gas major Enel has finalised the sale of 
its 56.43% stake in Enel Russia utility major to Russia’s 
second-largest oil producer Lukoil and investment fund 
Gazprombank-Frezia for €137mn, the company announced on 
October 14.

Another leading Russian utilities company Inter RAO was also 
opportunistically picking up attractive assets from departing 
foreigners, acquiring two Russia-based Siemens Energy 
assets – Siemens Energy share in the JV with Power Machines 
and power transformer producer – in deals worth €25mn, 
according to Interfax.

And the few big foreign players in Russia’s agricultural sector 
are headed for the door. French dairy products producer 
Danone is looking to sell its dairy and yoghurt business in 
Russia that it has built up over almost three decades, in a 
transaction that could result in a write-off of up to €1bn for 
one of the world’s biggest makers of consumer goods.

The FMCG companies were very early entrants to the Russian 
market, attracted by its very large population and the fact 
their products, like soap power and chocolate bars, were 

affordable to Russians even during the chaos of the early 
90s. Mars, for example, is responsible for training an entire 
generation of Russian retail business managers. The FMCG 
products are the least likely to disappear from the Russian 
markets, as the traders will simply take over the business 
again, and buy out the local production that has been 
developed in the meantime. For example, Coca-Cola has five 
Russian factories that will all almost certainly go under the 
gavel now.

The French group said at the end of October that it would 
“initiate a process to transfer the effective control” of the 
business, which includes 13 factories, 7,200 employees and 
accounts for 5% of its annual sales of about €24bn.

“It remains unclear who will take over the business whose 
most popular brand is a local one called Prostokvashino, or 
if there would be proceeds from a sale. The move would not 
represent a complete exit from Russia, though, since Danone 
will continue to sell baby formula in the country,” BCS GM 
said in a note.

Car crash
Other than the energy and FMCG companies, Russia has 
attracted very little foreign direct investment (FDI), but the 
one other exception is in the automotive sector. With by 
far the largest population in Europe and a long engineering 
tradition – Lenin opened the GAZ plant that was a joint 
venture with Ford and the Soviets did another deal with Fiat 
to found the Avtovaz plant – the top six major carmakers are 
in the Russian market, and they are all leaving now.

The biggest departure is that the Renault-Nissan joint venture 
that took control of Russia’s biggest car maker Avtovaz, the 
maker of the Lada, and after years of work and investment 
had finally got it back into profit in 2021. This summer the JV 
was sold to the Kremlin for one ruble – but with an option to 
re-enter Russia if relations improve.

For the government the departure of carmakers is very 
political, as they are such large employers. The cities of 
Kaluga, Nizhny Novgorod and especially Tolyatti are almost 
entirely dependent on their local car plants. Consequently 
the Russian government has been heavily involved in many  
of the automotive car plant deals.

Car producer Nissan will sell its Russian assets to Central 
Scientific Research Automobile and Automotive Engines 
Institute (NAMI) of the Industry and Trade Ministry, with 
a buyback option within six years, the ministry said in 
a statement on Tuesday. “Nissan's executive committee 
has approved the sale of its Russian assets of Nissan 
Manufacturing Rus to Russia represented by NAMI 
subordinate to the Industry and Trade Ministry.”

Germany’s automotive manufacturing giant Mercedes-Benz 
has gone down a different route, planning to sell its shares 
in its Russian subsidiaries to one of its distributors, the 
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The US luxury luggage purveyor Samsonite sold its Russian 
business to the “suitcase king” CEO Andrey Yazykov, who 
started life as a trader, importing Samsonite luggage in the 
early 90s before going on to be the brand’s biggest distributor.

Samsonite will not leave the Russian market, as Yazykov will 
continue to import the luggage via parallel import schemes 
and his new company Chemodan Pro (“Suitcase Pro” in 
Russian) will offer the same guarantees and customer service 
that Samsonite used to offer its customers.

The story is similar with Russian clothes distributor Jamilco, 
which plans to buy the Russian business of British children's 
clothing and goods chain Mothercare, which is pulling out 
after decades of successful trading.

Turnover in the clothes, fashion and accessories (CFA) 
sector has probably been the heaviest out of all the sectors. 
Multinational clothing firms are heavily invested in Russia, 
but they are also amongst the most sensitive to “reputational 
risk”, as a political boycott by sensitive consumers can be 
debilitating for their global sales.

Jamilco was founded by the son of a Damascus perfume 
trader that imported perfumes into Soviet Russia. His son 
went up-market and after making his first fortune importing 
Levi jeans in the first years following the Soviet Union’s 
collapse, he moved on to franchises of leading Western 
fashion brands including Christian Dior, Cerruti and Naf Naf, 
among others.

Mothercare is a household name, as Russians don't skimp 
when it comes to spending on their children and the brand 
has become a by-word in Russia for quality products. Like 
the suitcase king, Jamilco’s decision to buy out Mothercare is 
another opportunistic investment by a leading distributor of 
international goods on the Russian market.

According to local reports, the distributor is in talks with the 
Kuwaiti company Alshaya Group, which owns the master 
franchise brand Mothercare in Russia. According to one of 
the daily's interlocutors, as a part of the deal Jamilco will 
receive the lease rights for the stores of the Mothercare brand, 
as well as unsold goods, but the stores will be rebranded with 
a new name.

Spain's Inditex, the owner of the international fashion Zara 
brand, has reached an initial agreement to sell the Russian 
division to Daher Group, the company said in a statement at 
the end of October. "Inditex has reached an initial agreement 
to sell its business in the Russian Federation to Daher group," 
the company said. After fulfilment of the deal, Inditex will 
discontinue operations in Russia.

Russia’s leading multi-sector conglomerate, Sistema, 
announced it had agreed to buy 47.7% Melon Fashion Group 
in another opportunistic deal. According to the agreement, 
Sistema will buy the stake in the company from Swedish 

Avtodom dealer, according to a statement released on the 
Russian Industry and Trade Ministry’s Telegram channel.

"Avtodom, the new owner of Mercedes-Benz’s Russian 
subsidiaries, will be able to attract other companies as 
partners to organise joint production on the basis of the 
facility in the Yesipovo industrial park," the statement said. 
After the deal is done, the new owner will be able to service 
the brand’s cars sold in Russia, Deputy Minister Albert 
Karimov said. This is also a return to the 90s, as originally 
all foreign cars were imported by dealers and it was only 
later that the manufacturers entered the market and worked 
directly with Russian consumers.

Truck producer Volvo Group has not decided whether it 
will leave Russia and is in negotiations with the Industry 
and Trade Ministry, a ministry spokesperson said when 
business daily Vedomosti reported that Volvo Group, which 
stopped producing trucks in Russia at the end of February, 
was considering selling the business fully or partially. "The 
company keeps in touch with the Industry and Trade Ministry 
but it is too early to speak of decisions," the official said.

Retail & CFA
Of all the FDI into Russia, retail is the most advanced. During 
the wild 90s of the Yeltsin-era Russia’s exports of oil and gas 
meant the ruble was overvalued as it suffered from a mild 
case of the Dutch disease.

That meant it was profitable to export to Russia and it 
skipped over the first phase of emerging markets FDI when 
manufacturers set up light manufacturing to capitalise on 
cheap wages. Russia has been running behind technologically 
ever since as a result. It was only recently that wages fell 
below those in China, where light manufacturing investment 
started to appear in earnest catering to the burgeoning 
consumer market that was growing thanks to e-commerce.

During the first decade of the Putin-era, the government 
increased public sector salaries by about 10% a year to close the 
income gap with the private sector, leading to a consumption-
driven boom. Foreign retailers poured into this 140mn strong 
consumer market and made money hand over fist.

The most iconic retail investment was the opening of 
Swedish furniture flagship store in 2000 in the same month 
as Putin was elected president for the first time as the crown 
jewel in IKEA’s eastern European empire. And it is telling 
that while the network of 11 IKEA megastores has suspended 
trading, the company says it intends to re-enter the Russian 
market in two years and is not looking for a buyer for its 
Russian business.

Finding a buyer for foreign-owned Russian assets is one 
option, but in many cases the local management have simply 
taken over in an MBO and in these deals often the foreign 
owner includes a clause to buy back the assets in several 
years' time in case things improve.
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Eastnine and private equity investment fund East Capital 
Holding, as well as a group of individual investors, for 
RUB15.8bn. Sistema will finance the deal with its own and 
borrowed funds.

The deal is expected to close by the end of 2022 subject to 
further regulatory approvals and satisfaction of certain 
conditions. Melon Fashion Group is one of the largest and 
fastest-growing fashion retailers in Russia, according to 
Sistema’s press release. Its brands include Zarina, befree, 
Love Republic and Sela. It is engaged in the full cycle of 
fashion production, from modelling to sales distribution and 
promotion. Melon Fashion Group operated 845 stores in Russia 
and the CIS (Kazakhstan, Armenia and Belarus) as of the end of 
2021. Online sales accounted for 32% revenue in 2021. Melon 
Fashion Group’s revenue in 2021 was at RUB37.5bn (+49% y/y), 
EBITDA was at RUB8.6bn (+38% y/y), net profit was RUB3.5bn. 
The company had no debt and cash and cash equivalents of 
RUB5.2bn at end 2021, reports BSC GM.

And Russia’s leading retail chain X5 group has made some 
opportunistic acquisitions to expand its coverage. It was given 
permission by the Federal Antimonopoly Services (FAS) to 
acquire 70% stakes in two Siberian chains, but with some 
restrictions.

Back in August, X5 Group announced that it would form 
a "strategic alliance" with the Krasny Yar and Slata groups, 
which are among the leading food retailers in Eastern Siberia. 
X5 intended to take a 70% stake in both businesses, but FAS is 
worried by X5's already significant market power.

First, there will be limits to mark-ups (5-10%) for some 
socially important food items for both Krasny Yar and Slata. 
Thus both chains will join X5 Group's voluntary price caps. 
Second, the FAS has demanded that X5 and the two chains 
reduce their combined market share in one particular area 
of the Krasnoyarsk Region to 35%. Their combined share in 
most regions would probably be below the thresholds set by 
the FAS, as X5 Group is not widely represented in the Siberian 
Federal District. This means that X5 should have some room 
to expand. In 2021, the group generated just 3.5% of its 
total revenues there (RUB77bn), which was only 5% of food 
retail turnover in the district. In contrast, almost half of X5's 
revenues in 2021 came from the Central Federal District, in 
which the group accounted for 16% of food retail turnover.

According to BCS GM estimates, the combined revenues of 
Krasny Yar and Slata exceeded RUB67bn in 2021, while X5 
Group generated a total of RUB2.2 trillion in revenues last 
year. BCS GM estimates that for the full year 2022, both chains 
will generate around 3% of X5 Group's revenues.

Fast food     
Fast food has gone through similar huge changes like the 
other FMCG companies, and is another sector where the 
famous international brands were heavily invested but are 
now all rushing for the door.

The most dramatic departure is McDonald’s, which has given 
up its long-standing presence and handed over of its iconic 
flagship store on Pushkin’s Square that opened in the twilight 
years of the USSR. The new owner of the chain is a Russian 
operator Vkusno I Tochka (Russian for “Delicious and that’s 
it”) that re-launched the chain with identical products and 
almost identical branding for the presentation of the food. By 
all accounts, the burgers, fries and deserts taste identical to 
those produced by the American firm.

Russia's own KFC chain of 70 restaurants, owned by the 
American Yum! Brands, has also sold to a large franchisee 
from Izhevsk "Smart Service" that operates under the 
“Rostic’s” brand – another opportunistic investment by a 
large distributor.

KFC was slow to enter Russia. It had a single outlet on 
Kutuzovsky Prospect in central Moscow for years, while 
Rostic’s developed a nationwide network, clearly following 
the KFC model. In the midst of the 2008 crisis Yum! finally 
took the plunge and went into a joint venture with Rostic’s, 
which rebranded its outlets as KFC, including the flagship 
store on Tversakaya in the heart of Moscow. Now that process 
is being reversed, as the KFC outlets are rebranded back to 
Rostic’s stores.

Smart Service promised to rebrand all franchise 
establishments (not only its own) as Rostic’s, although the 
KFC brand will continue to operate for a while. According 
to Kommersant, part of the transaction will be financed by 
borrowed funds, but no figures were given. Experts estimate 
the value of the deal at RUB1.3bn, although the value of 
network alone is estimated to be RUB10bn and pre-war it was 
worth RUB30bn, according to Kommersant. The revenue of 
Yum! Restaurants Russia last year reached RUB18bn and net 
profit was RUB2.4bn.

The new owner of the KFC fast food chain in Russia plans to 
stay as true to the legacy menu of the restaurant as possible, 
a source close to the Food Service company told TASS. "The 
legacy menu will remain as much as possible, recipes will not 
change. Nothing will disappear among favourites." 

The rebranded logo of Vkusno I Tochka in Moscow, Russia.
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Kazakhstan’s TransTeleCom and KazTransCom will roll out 
the 380 to 400-kilometre-long northern section of the Trans-
Caspian fibre-optic cable. An inter-state agreement helps to 
underpin the project.

For the 300-km southern line, Azerbaijan and Turkmenistan 
signed an agreement in November 2019. Set to link Siyazan in 
Azerbaijan and Turkmenbashi in Turkmenistan, it will form 
part of the main backbone of the Digital Silk Way connecting 
Frankfurt, Germany, and Mumbai, India, via Azerbaijan, 
Turkmenistan, Uzbekistan, Afghanistan and Pakistan.

"All the countries of Central Asia are interested in the speedy 
implementation of this project, since the availability of 
alternative routes plays a big role in providing guaranteed 
access to the internet for the residents of our countries," said 
Bagdat Musin, Kazakhstan’s Minister of Digital Development, 
Innovation and Aerospace Industry.

Difficulties emerged for Digital Silk Way ambitions, when 
in 2018 Azerbaijan’s NEQSOL decided to acquire Georgian 
telecom company Caucasus Online, which owns a critical 
Black Sea cable link. However, Georgia’s communications 
market regulator, GNCC, last year set out to reverse NEQSOL’s 
acquisition of 49% of Caucasus Online, claiming that prior 
consent for the move was not requested. 

Central Asia and the South Caucasus have lately been 
alive with talk of shipping more cargo and oil across 
the Caspian Sea, but far older plans – concerning the 

shipping of internet traffic across the inland body of water – 
now also appear to be moving forward.

The Digital Silk Way is a long-discussed project to form 
a digital corridor running between Asia and Europe via 
Azerbaijan and Georgia, providing alternative and extra 
internet access for a great number of countries.

At the end of October, it was announced that Azerbaijan and 
Kazakhstan would in 2023 start the construction of fibre-
optic communication lines (FOCLs) along the bottom of the 
Caspian Sea linking the two countries. 

Once fully launched, the Digital Silk Way is expected to 
benefit up to 1.8bn people residing in Central and South Asia, 
the Caucasus and Middle East. Caspian seabed FOCLs will 
run across two routes, namely Azerbaijan-Kazakhstan and 
Azerbaijan-Turkmenistan. 

The Digital Silk Way project has been advanced by 
Azerbaijan’s NEQSOL Holding. Implementation falls to 
AzerTelecom, an operator that connects Azerbaijan to the 
global internet network. A partnership of AzerTelecom and 

Asia-to-Europe Digital Silk Way investors 
to lay ‘internet corridor’ across bottom of 
Caspian Sea

Aida Kadyrzhanova in Almaty

bne:Tech

Once laid, the fibre-optic lines across 
the bottom of the Caspian Sea will 
open up huge reach across Europe 
and Asia for Digital Silk Way. / 
AzerTelecom
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NEQSOL responded that Georgia’s ban on it buying Caucasus 
Online would disrupt plans to create the new digital corridor. 
Caucasus Online's Black Sea subsea link would be an integral 
part of the network. Outstanding matters remain unresolved.

The Digital Silk Way project has also come under the spotlight 
of the Organization of Turkic States (OTS). During an OTS 
working group meeting held on October 25, the potential 
involvement of member states in the project was assessed.

Stuart Evers, chairman of AzerTelecom International, has 
emphasised that Digital Silk Way is a private venture and system 
and “not government-based” nor associated with infrastructure 
projects such as China’s massive Belt and Road Initiative.

“The system will be carrier-neutral and made available to 
anyone who wants to use it. One of our ambitions is to open 
up the region. There is a huge demand for a central direct 
digital corridor between Europe and Asia, because existing 
ones are geographically much longer,” Evers said in an 
interview with the Capacity newsletter. 

“The plan is for the project to focus solely on terrestrial fibre 
and subsea to create a direct link. There are benefits of this 
system for infrastructure such as satellite base stations, 
because of the ever-increasing demand and the connectivity 
it will provide,” he was further quoted as saying.

“We believe that in light of the increase in internet 
consumption all over the world, this large-scale digital project 
will contribute to the development of the telecommunications 
industry in the region, as well as the expansion of business 
between countries and companies,” he added.

The project also forms part of AzerTelecom’s wider plans. 
Under the company’s Azerbaijan Digital Hub programme, 
the telco is working to transform Azerbaijan into a regional 
digital hub that will facilitate Eurasian data transmission. The 
initiative is projected to boost the Azerbaijani economy by 
attracting investments in non-oil sectors and raising capacity 
in e-services and cybersecurity. 

Serbia’s Ananas 
E-commerce aims  
to become Amazon  
of the Balkans
Valentina Dimitrievska in Skopje

Serbian online trade platform Ananas E-commerce, 
part of the Delta Holding corporation, plans to expand 
in the Balkan region and beyond, starting from its 

recent acquisition in North Macedonia, the company’s 
international business development manager Nina 
Angelovska told bne IntelliNews.

On October 10, Ananas E-commerce announced it officially 
became the owner of the Macedonian online shopping  
brands Grouper.mk and Paopao.mk, after it acquired 100%  
of Vebspot, which runs the two platforms, from Payten,  
a member of Polish group Asseco.

“Ananas’ mission is to become the Amazon of the Balkans – to 
bring the online shopping experience seen in the developed 
countries to these parts of the Balkans,” Angelovska said.

“At the moment the focus is on establishing and launching 
Ananas on the Macedonian market. We have an ambitious 
agenda and a lot of work ahead of us. The regional expansion 
begins from [North] Macedonia and then other Western 
Balkans countries will follow,” she added.

Delta announced earlier that investments in Ananas in the 
next five years will amount to €100mn.

Grouper the game changer
As well as being a former finance minister of North 
Macedonia, Angelovska was the founder of Grouper back 
in 2011. She called the company a “game changer" for 
Macedonian e-commerce.

When it was established in 2011, there was practically no 
e-commerce in the country, and it grew into the largest 
platform with over 300,000 users and over 3,000 merchants.

Almost two years ago, Grouper became part of the Polish 
group Asseco. It was taken over as an established brand on 
the market with a large base of customers, associates and an 
experienced team. At that point Angelovska retired from her 
management position in the company, later joining Ananas. 
Commenting on Ananas’ other acquisition, Angelovska said: 
“On the other hand, the recently launched PaoPao platform 
represents a starting point that counts over 100 partners who 
offer their products for sale through it.”
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collaboration and help them to achieve further growth of 
their products and businesses.

“If we keep in mind that we are introducing and building 
something that does not exist in these regions, the roadmap 
of new functionalities and innovations ranges from 
improvements and new functionalities of the platform, to 
a mobile application, programmes with gamification and 
various initiatives,” Angelovska said.

Seasonal purchases 
According to Angelovska, Ananas strives to provide good 
offers and competitive prices with the aim of attracting and 
retaining customers. The company also responds to changes 
in demand depending on the time of year. Thus, for Ananas, 
the end of August in Serbia was when parents bought what 
their children needed for the beginning of the school year.

"In November we assume that home appliances will be 
purchased mostly, considering the discounts on the occasion 
of the Black Friday campaign," she said,

Grouper, meanwhile, is more oriented towards service 
offerings.

“Grouper always offers buyers attractive deals with discounts 
for visiting and discovering new places. The most attractive 
category for buyers is travel, followed by beauty and relax, 
health check-ups and other services,” Angelovska said.

At the end of May, the Macedonian E-Commerce Association 
said citing central bank data that people from North 
Macedonia spent €420.7mn in 14.2mn online transactions in 
2021 at home and abroad.

Of this amount, €318.mn were spent on transactions in 
domestic e-shops, which is 75.8% of the total value of 
online transactions. 

Slowdown after COVID-19 e-commerce boom
The Western Balkans, like other parts of Europe, are seeing 
a slowdown in the e-commerce sector following the boom 
during the peak of the pandemic. 

“During the pandemic, online sales recorded their highest 
growth, so after the return to normality, the slowdown of 
online sales compared to the 'COVID-19 times' was expected,” 
said Angelovska, who is also president of the Macedonian 
E-commerce Association. 

However, she said it is important to emphasise that during 
the pandemic people were educated, acquired the habit of 
online shopping and were reassured about its safety.

As in any other businesses, constant innovation and 
improvement are necessary for maintaining continuous sales 
growth, she added. 

“Our focus is always on customer satisfaction,” Angelovska 
said, underlining that Ananas wants to make customers’ 
shopping experience “a real pleasure”.

Future focus
Angelovska said Ananas’ main focus in the next period is 
to establish a stable and secure platform with a wide range 
of products and various delivery methods as well as safe 
payment methods.

In Serbia, Ananas has already established several ways of 
delivering packages – via Ananas package zones at petrol 
stations, at places such as nearby cafes or exchange offices.

“In addition to the wide range of offers from which they can 
choose, as well as the payment method that suits them best, 
we also offer a choice in the method of delivery for buyers 
according to their preferences,” she said.

“I believe that we will apply these examples of good practice 
to the market in [North] Macedonia, so that buyers will get 
the shopping experience we know in developed markets and 
thus we will orient them even more towards online shopping,” 
Angelovska added.

“We are also focused on our existing and future partners 
with whom we strive to establish successful long-term 

“We are also focused on our existing 
and future partners with whom we 
strive to establish successful long-
term collaboration and help them 
to achieve further growth of their 
products and businesses”

Ananas' international business development manager Nina 
Angelovska says the company has an ambitious regional 

development agenda. / Ananas
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around €60. So, €60 compared to €2! And if you use your 
own charging system, it's effectively free,” Ivo Boscarol, the 
founder of Pipistrel, tells bne IntelliNews in an interview.

Moreover, an electric aircraft requires minimal maintenance 
compared to traditional powered flight, with no need to 
change spark plugs, oil or oil filters.

Silence is golden
In addition, though this is not initially obvious, its most 
important attraction is silence – a fantastic advantage in  
a world ever more concerned about noise pollution.

“We are bringing back flight to airports in urban areas where 
it has been forbidden. We have more than 120 airports across 
Europe, in Austria, Switzerland, Belgium, France, which are 

closed because of local civil initiatives over noise. … But 
with the Velis Electro, if you don't see the aircraft in the air, 
you don't know it's there,” Boscarol adds, eyes alight with 
enthusiasm.

As a result, the demand for the aircraft, which sell for some 
€200,000 apiece, is growing, for leisure, private travel and 
early training of professional pilots.

“All the [flying] schools – and we are selling six to seven 
aircraft a month –  the schools are buying our aircraft  
because of noise,” he says. “We are revitalising general 
aviation airports which have been closed. Noise is the  
main point today.”

The world's first commercial, all-electric aircraft fully 
certified to carry passengers is now in service, and 
offering regular flights typically priced at around $100.

But the Velis Electro takes off not from some exotic airfield  
in sun-drenched California, nor even locations associated 
with innovative aviation such as Paris or Farnborough, but 
from a grass strip in a tiny village with the fairy-tale name  
of Shipmeadow, near Norwich, eastern England.

And if this unique aeroplane's current operations' centre 
seems unlikely, it is the product of an even more unlikely 
country: Slovenia, an Alpine state with a population  
just 1.9 million.

“Our passengers go, 'Where? You mean it's from Slovakia?' 
I say no, Slovenia. It's the part of what was Yugoslavia, the 
nearest bit to Italy,” says Sergey Grachev, CEO of Nebo Air,  
the company he co-founded to introduce the Velis Electro 
from Shipmeadow to the UK, and later, the world.

But perhaps it's better to dispel any myths before they take 
root; nobody is flying from an East Anglia grass strip to 
exotic global locations any time soon. The Pipistrel Velis 
Electro has the endurance for about one hour's flying time 
(plus 20 minutes for emergencies), and it can only carry  
a pilot and one paying passenger.

But “paying” is key: the Velis Electro is, crucially, “type 
certified” in aviation speak, meaning the authorities deem it 
as safe as any Boeing or Airbus product for use in commercial 
aviation.

As such, it is pioneering a new age of flight: one that is green 
– the aircraft can be recharged from a solar array in an hour – 
and cheap.

“The fuel cost to fly the Velis Electro for an hour is about €2. 
For one hour of flight on a [similarly light] Cessna 152 for 
example, you need 30 litres of fuel, which nowadays costs 

Pipistrel seeks future 
in electric passenger 
aircraft

Kester Eddy in Ajdovšcina in western Slovenia The Velis Electro aircraft can be recharged from a solar array in an hour. / Pipistrel

“Our passengers go, 'Where? You 
mean it's from Slovakia?' I say no, 
Slovenia. It's the part of what was 
Yugoslavia, the nearest bit to Italy”
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Most notably, the Velis Electro has already caught the 
attention of the UK's Royal Air Force, which is evaluating the 
aircraft for possible use as a trainer.

But how has a small company, based in rural western 
Slovenia, come to lead the world in such a niche product – all 
the more so since the founder is an economist, with no formal 
aeronautical education, except for gaining a licence as a 
glider pilot in 1975?

Almost like a Boys' Own adventure, Boscarol, after smuggling 
an early motorised hang-glider by parts into then Yugoslavia 
for personal use, began a garage business building modified 
Italian “trikes” (as he dubbed them) using the modified 
two-stroke engine in East German Trabants for the power 
unit. Initially this was for friends, but as word got round, 
demand grew. 

But in the early 1980s, both building and flying such 
machines was, legally, unchartered territory. To solve such 
problems, Boscarol cooperated with like-minded enthusiasts 
across Europe to found a new class of aircraft (now usually 
termed micro-lights), and meanwhile set off for Belgrade to 
seek a manufacturer's licence from the state.

Officials at the Yugoslav aviation authority could not  
believe their ears. “They were laughing. 'What, you want  
to produce aircraft? … Only big companies can do this.'  
But finally, I got the licence, I was the first aircraft producer 
in all the Balkans!” he recalls – though this latter claim is 
somewhat disputed.

The glider philosophy
As his 'trike' sales began to take off, selling as far as The 
Philippines, Boscarol started thinking of more sophisticated 
designs. To allow his aircraft to fly for more than a few weeks 
in summer, he needed an enclosed cockpit.

But even with a classic combustion engine, Pipistrel (the 
name comes from the Latin for 'bat') aircraft from the outset 
embodied one over-riding philosophy: they were designed 
as a glider, light and with minimal drag. It means the final 
products have astonishingly low fuel consumption.

Slowly but methodically, Boscarol built up his team: in 
2007, a Pipistrel aircraft won five of seven challenges in 
a NASA-sponsored global competition for efficient light 
aircraft. Prizes included the best miles per gallon award and 
the shortest runway usage. The Pipistrel team repeated the 
victory at the second NASA competition a year later.

As Boscarol can boast: “Our aircraft, with just 300 litres 
of fuel, can fly from Chile to Easter Island, that's 4,600 km 
with no possibility of landing. It's science fiction for all 
our competitors. It's because all our aircraft are designed 
according to glider philosophy, even if they are powered.”

By the beginning of 2022, a mix of some 2,500 Pipistrel aircraft 
were flying border patrols, policing game reserves and enabling 
low-cost pilot training from Asia to the Americas.

Meanwhile, the company's 250 people in Slovenia (plus an 
assembly plant in neighbouring Italy) were producing 200 
aircraft per year, roughly one per working day.

Boscarol had, and still has, the vision for an explosion in 
air transportation, based on new battery technology and 
computer-controlled navigation. But equally, he knew 
development and certifying costs were rising exponentially.

“Pipistrel is very good at innovation, we started all this, but 
I knew that with our €40m in turnover, we didn't have the 
financial capabilities to go forward alone,” he says.

As a result, in April he sold a controlling stake in Pipistrel to 
US aviation giant and former competitor Textron for €218m.

The sheer muscle of the new owner opens up a new chapter 
in the life of Slovenia's leading aircraft producer. Textron 
has promised to “accelerate Pipistrel’s development”, retain 
the name as “a distinct aviation brand within Textron” and 
expand facilities in Slovenia and Italy.

For Boscarol, the sale has given hope for the future. “The 
development of fly-by-wire systems, of auto-pilots, the 
certification of pilotless aircraft is so expensive that we are 
talking about billions, not hundreds of millions,” he says.

But with Textron behind his creation, he reasons “Pipistrel's 
history will go forward. Otherwise, tomorrow, I fear, we  
would have disappeared.” 

“They were laughing. 'What, you  
want to produce aircraft? …  
Only big companies can do this.'”
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message to partners is clear: We cannot accept that 1.5C dies 
here and today.”

Meanwhile, UK lead negotiator and president of COP26 Alok 
Sharma was extremely critical of the lack of progress at 
COP27, suggesting that a whole year had been wasted.

“The text right now does not go beyond Glasgow and it 
doesn’t even take us to Glasgow,” he said.

The document said that a 43% reduction in greenhouse gas 
(GHG) emissions was needed by 2030, relative to 2019 levels, 
if the world was to meet 1.5 degrees.

All this, apart from the loss and damage fund, is effectively a 
repeat of the final Glasgow decision, suggesting that COP27 
failed to make any real progress and that powerful interests 
in Asia and the Middle East again managed to stymie any 
improved targets for coal or emissions.

Put simply, the fight for 1.5 degrees has not yet been won and 
the battle must go on.

Loss and damage
The UN stressed in its final statement that the most 
significant achievement was on loss and damage.

“This outcome moves us forward,” said Simon Stiell, UN 
Climate Change Executive Secretary. “We have determined 
a way forward on a decades-long conversation on funding 
for loss and damage – deliberating over how we address the 
impacts on communities whose lives and livelihoods have 
been ruined by the very worst impacts of climate change.”

A new Transitional Committee is to be set up to recommend 
how to implement both the new funding arrangements and 
the fund at COP28 next year. However, there was no mention 
of how much sash the fund would contain.

The good news is that the loss and damage fund will take on the 
recommendations of the Santiago Network for Loss and Damage, 
which lay out what developing countries need to repair the adverse 
effect of climate change that have already happened, such as floods, 
droughts, poor harvests, rising sea levels and extreme weather.

Climate paralysis at 
COP27 as no progress 
made on 1.5 degrees

COP finished two days late on November 20 without 
any new agreements on climate change targets or 
emissions reductions, although a deal was hammered 

out to set up an as yet uncosted loss and damage fund.

The conference’s final communique reaffirmed the UN and 
governments’ desire to meet the 2015 Paris Agreement’s 1.5 
degree goals, but did not make any new agreements that are 
binding on governments on how to it.

The most controversial move was the disappearance of any 
commitment to cause emissions to peak by 2025, while there 
was no mention of any general fossil fuel phase out.

There was no progress on coal in the document, called a cover 
decision, with the COP26 phrasing of a “phase down” being 
maintained, while fossil fuels subsidies should be “phased 
out,” again repeating the words of COP26 in Glasgow.

On the bright side, the UN stressed that there was an "urgent 
need for deep, rapid emissions cuts for 1.5C".

The UN said in a statement: “The package (of decisions) 
strengthened action by countries to cut greenhouse gas 
emissions and adapt to the inevitable impacts of climate 
change, as well as boosting the support of finance, technology 
and capacity building needed by developing countries.”

However, there were no high-level targets, merely a long list 
of reaffirmations by governments of existing commitment 
made in Glasgow.

But the goal of 1.5 degrees is still on the agenda, even though 
any deal on binding commitments will now have to wait until 
future COP conferences.

On the final days of talks on November 19, there were broadly 
two camps: EU governments wanted a greater commitment 
to phasing out fossil fuels and promoting renewables energy, 
while Asian and Middle Eastern governments wanted more 
watered down language in the final agreements.

“The EU is united in our ambition to move forward and build 
on what we agreed in Glasgow,” Timmermans said, “Our 

Richard Lockhart in Edinburgh

bne:Green

COP27 President Sameh Shoukry ends COP27 / Kiara Worth, UNFCCC
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Adaption
The UN also said that governments have agreed to push 
Adaption up the agenda at COP28 in a bid to improve 
resilience amongst the most vulnerable countries.

Adaption means investing in infrastructure to prevent 
disaster climate change that have yet to happen. New pledges, 
totalling more than $230mn, were made to the Adaptation 
Fund at COP27 as part of the grandly named Sharm el-Sheikh 
Adaptation Agenda. These pledges will help many more 
vulnerable communities adapt to climate change through 
concrete adaptation solutions.

There was also a commitment to double the annual spending 
on adaption from $20bn per year at present to $40bn.

EU President Ursula von der Leyen was lukewarm in 
welcoming the final COP27 decision, saying: “COP27 marks a 
small step towards climate justice but much more is needed 
for the planet. We have treated some of the symptoms but not 
cured the patient from its fever.”

“COP27 has kept alive the goal of 1.5C. Unfortunately, 
however, it has not delivered on a commitment by the 
world's major emitters to phase down fossil fuels, nor new 
commitments on climate mitigation,” she lamented.

Climate finance failure
Perhaps the biggest scandal of COP27 was the target of $100bn 
per year of climate finance flowing from the developed world 

to developing economies has still not been met, and there was 
no commitment to finally meet this target.

The final document did say that $4 trillion per year was 
needed to invested in renewable energy by 2030 if the world 
is to have any chance of reaching net zero emissions by 2050. 
Meanwhile, a global transformation to a low-carbon economy 
is expected to require investment of at least $4-6 trillion per 
year. Again, these are merely aspirational targets, and there 
was no detail of how to raise this money.

Fossil fuels are still being treated softly, with only coal to be phased 
down. The final cover document refers to boosting “low-emission 
energy systems,” as well as “clean power generation and energy 
efficiency measures.” It does not single out oil or gas, allowing 
countries to continue to invest in fossil fuels as long as they 
use clean technology, which effectively means various bits of 
kit that can reduce emissions, such as better flue technology at 
power stations and more efficient petrol engines for cars.

All in all, the language of the final COP27 deal was stronger 
and more forceful than at COP26, but the agreement was still 
as toothless as in Glasgow, with no progress on winding down 
consumption of coal or other fossil fuels.

The world now moves forward to COP28 in Abu Dhabi, 
where a key event will be the First Global Stocktake, which 
will independently evaluate the progress made by then in 
implementing the 2015 Paris Agreement. COP27 will probably 
not receive the most glowing assessment. 

Uberwealthy are 
the worst climate 
criminals

Richard Lockhart in Edinburgh

The investments of the world’s 125 wealthiest people 
produce the same amount of CO2 as the whole of 
France, while each of them emits a million times more 

greenhouse gases (GHGs) than the average person.

A new report from Oxfam found that billionaires’ investments 
create an average of 3m tonnes per year per person of CO2, 
compared with 2.76 tpy per person for the bottom 90% of 
humanity, and found that an average of 14% of their investments 
were in polluting industries such as energy and cement.

“These few billionaires together have ‘investment emissions’ 
that equal the carbon footprints of entire countries like 

France, Egypt or Argentina,” said Nafkote Dabi, climate 
change lead at Oxfam.

“The major and growing responsibility of wealthy people 
for overall emissions is rarely discussed or considered in 
climate policy making. This has to change. These billionaire 
investors at the top of the corporate pyramid have huge 
responsibility for driving climate breakdown. They have 
escaped accountability for too long,” said Dabi.

Oxfam’s report said that many of the 183 corporations 
examined were off track in setting their climate transition 
plans, including hiding behind unrealistic and unreliable 
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the super-rich, given their disproportionate impact on the 
environment and climate change.

Oxfam has estimated in recent research that a wealth tax on 
the world’s super-rich could raise up to $2.5 trillion a year, 
vital resources that could help developing countries – those 
worst hit by the climate crisis – to adapt, address loss and 
damage and carry out a just transition to renewable energy.

Oxfam said that governments needed to put in place 
regulations and policies that compel corporations to track 
and report on scope 1, scope 2 and scope 3 GHG emissions, 
set science-based climate targets with a clear roadmap to 
reducing emissions.

Governments should implement a wealth tax on the richest 
people and an additional steep rate top-up on wealth invested 
in polluting industries. This will reduce the numbers and 
power of rich people in our society, drastically cutting their 

emissions. It will also raise billions that can be used to help 
countries cope with the brutal impacts of climate breakdown 
and the loss and damage they incur and fund the global shift 
to renewable energy.

Corporations must also put in place ambitious and time-
bound climate change action plans with short- to medium-
term targets in line with global climate change objectives 
with a view to achieving carbon neutrality by 2050.

“To meet the global target of keeping warming below 1.5 degrees 
Celsius, humanity must significantly reduce carbon emissions, 
which will necessitate radical changes in how investors and 
corporations conduct business and public policy,” said Dabi.

Recent data from Oxfam’s research with the Stockholm 
Environment Institute showed that the wealthiest 1% of 
humanity are responsible for twice as many emissions as the 
poorest 50% and that by 2030, their carbon footprints are set 
to be 30 times greater than the level compatible with the 1.5°C 
goal of the Paris Agreement. 

decarbonisation plans with the promise of attaining net-zero 
targets only by 2050.

Fewer than one in three of the 183 corporates reviewed by 
Oxfam are working with the Science Based Targets Initiative. 
Only 16% have set net-zero targets.

“We need COP27 to expose and change the role that big 
corporates and their rich investors are playing in profiting 
from the pollution that is driving the global climate crisis,” 
said Dabi.

“They can’t be allowed to hide or greenwash. We need 
governments to tackle this urgently by publishing emission 
figures for the richest people, regulating investors and 
corporates to slash carbon emissions and taxing wealth  
and polluting investments.”

The choice of investments that billionaires make is shaping 
the future of our economy, for example, by backing high 
carbon infrastructure – locking in high emissions for 
decades to come. The study found that if the billionaires in 
the sample moved their investments to a fund with stronger 
environmental and social standards, it could reduce the 
intensity of their emissions by up to four times.

“The super-rich need to be taxed and regulated away from 
polluting investments that are destroying the planet. 
Governments must put also in place ambitious regulations 
and policies that compel corporations to be more accountable 
and transparent in reporting and radically reducing their 
emissions,” said Dabi.

Indeed, CO2 created from oil and gas production could be 
severely underreported, a report from Climate TRACE, a 
coalition founded by former US Vice President Al Gore, warned.

The report said that emissions data voluntarily offered 
to the UN Framework Convention on Climate Change 
(UNFCCC), the body that includes the annual COP summits, 
was misleading, and that real emissions levels could be 
three times higher.

More than half of the 50 largest sources of GHG emissions are 
associated with oil and natural gas fields and those emissions 
are vastly under-reported, the report warned.

Furthermore, the World Meteorological Organisation warned 
this week that emissions levels for the three main GHGs – 
carbon dioxide, methane and nitrous oxide – had reached 
record levels in 2021.

Methane measurements in 2020 and 2021 detected within-
year increases of 15 and 18 parts per billion respectively, the 
largest increases in atmospheric methane since systematic 
measurements began in the 1980s.

In the week of COP27, Oxfam called for wealth taxes to target 

“They can’t be allowed to hide or 
greenwash. We need governments 
to tackle this urgently by publishing 
emission figures for the richest 
people, regulating investors and
corporates to slash carbon missions 
and taxing wealth and polluting 
investments”
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“The energy crisis has taken over the climate crisis, and our 
analysis shows proposed, approved and under construction 
LNG far exceeds what’s needed to replace Russian gas,” said 
Bill Hare, CEO of CAT partner organisation Climate Analytics.

“We’re witnessing a major push for expanded fossil gas 
LNG production and import capacity across the world – in 
Europe, Africa, North America, Asia and Australia – which 
could cause global emissions to breach dangerous levels. 
Increasing our reliance on fossil gas cannot be the solution 
to today’s climate and energy crises anywhere,” he added.

Gas is marginally more acceptable as a fuel, when compared 
to oil and coal, because of its status as a bridging fuel, an idea 
that is being used in Europe to raise LNG imports and allow 
investment in more import capacity.

“Unabated fossil gas is hardly embraced by the sustainability 
community as a ‘bridging fuel’ in the energy transition process. 
That role is also less needed as the International Energy Agency 
[IEA] recently concluded that natural gas demand reaches a 
plateau by the end of the decade in its scenario based on prevailing 
policy settings. That is earlier than recently anticipated as Russia’s 
invasion of Ukraine is accelerating a search for alternatives, such 
as renewables, coal and LNG. But more coal and LNG use can also 
delay the realisation of net-zero emissions,” said ING’s senior sector 
economist Gerben Hieminga and ESG researcher Coco Zhang.

Gas lobby
The LNG warning came as COP27 played host to a large and 
influential number of attendees from the fossil fuel industry.

Up to 636 fossil fuel lobbyists were registered to attend COP27, 
Global Witness said.

This is 100 lobbyists more than attended the Glasgow COP26 
summit last year, the group said, lamenting what it described 
as “rise in the influence of the fossil fuel industry”.

There were more fossil fuel lobbyists than any single national 
delegation, Global Witness said, while the UAE registered 
1,070 delegates compared with 176 last year. 70 of their 

Emissions from future LNG projects could use up 10% of 
the remaining global carbon budget for 1.5˚C warming 
by 2050, meaning that Europe’s current dash for gas 

to replace Russian supplies will make meeting the Paris 
Agreement targets almost impossible.

Africa is well-placed to monetise its gas reserves to fill 
Europe’s supply gas, even though this could lead to a rise in 
emissions and have a devastating impact on the climate.

CO2 emissions from all LNG under-construction, approved 
and proposed between 2021 and 2050 could add up to around 
10% of the remaining global carbon budget for 1.5˚C warming 
by mid-century, new analysis from the Climate Action Tracker 
(CAT) warned.

The report warned that oversupply of LNG could reach 
500mn tonnes per year (tpy) of LNG, equivalent to almost 
five times the EU’s 2021 Russian gas imports, and double total 
global Russian exports. This oversupply of fossil gas could 
lead to excess emissions of just under 2bn tpy of CO2, well 
above emission levels consistent with the IEA Net Zero by 
2050 scenario (2022).

The warning comes as many African gas producers lobbied 
at COP27 in Egypt for output to rise in order to meet growing 
demand in Europe and to monetise their reserves to alleviate 
poverty in the continent.

Indeed, Africa is not getting the climate finance it needs from 
the developing world, meaning that the short-term fix of gas 
exports to a hungry Europe has its attractions.

Indeed, climate finance into Africa for 2020 was less than 
$30bn, or just 11% of its needs, out of the $277bn needed 
annually to meet the continent’s climate goals by 2030, said 
a new report released by the Climate Policy Initiative. The 
private sector supplied just 14% of this.

The report, entitled Climate Finance in Africa, called for an 
increase in funding for adaptation actions in Africa by six 
times the current funding, and mitigation by 13 times.

Gas has potential to 
derail COP27’s green 
ambitions

Richard Lockhart in Edinburgh Climate Action Tracker
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COP26 in Glasgow, as few governments have increased their 
2030 emissions targets, made new net-zero commitments 
nor substantiated them.

Global Warming in 2100 will be 2.4˚C, the same as the CAT 
projected in Glasgow; including long-term net zero commitments 
would take it to 1.8˚C and the current policies pathway –  
a reflection of action on the ground – remains at 2.7˚C.

“With governments focusing on the energy crisis, this has 
been a year of little action on the climate: almost no updated 
national climate targets for 2030 and no significant increase 
in participation in Glasgow initiatives on coal phase-out, 
clean cars and methane,” said Niklas Höhne, of CAT partner 
organisation NewClimate Institute. “And without strong 2030 
action, governments cannot reach net zero.” 

delegation this year are classed as fossil fuel lobbyists.

Despite taking place in Africa, there are more fossil fuel lobbyists 
registered than any national delegation from the African continent.

“The extraordinary presence of this industry’s lobbyists 
at these talks is therefore a twisted joke at the expense of 
both people and planet,” said a spokesperson for Corporate 
Accountability, Corporate Europe Observatory (CEO) and 
Global Witness (GW) who analysed the COP27 attendee lists.

Meanwhile, CAT warned that global warming was unlikely to 
fall within the Paris Agreement’s 1.5˚C goals, and said that its 
forecast was unchanged over the past year,

Its annual projections for global warming were the same as at 

Iran renewables capacity to exceed 1,000 MW 
by end of Persian year in March
bne IntelIiNews

Iran’s renewable energy capacity is expected to reach 1,000 
MW by the end of the current Persian calendar year (March 
20, 2023), the Paven website reported on October 27.

The website affiliated with the Ministry of Energy reported 
that the growth in solar production in the country was the 
major rise in renewable energy capacity in the country in 
recent years. According to the International Renewable 
Energy Agency, the country installed around 50 MW of  
new PV power in 2020 and around 90 MW in 2019.

Iran is naturally blessed with some of the best insolation of 
any country on the planet, with huge tracts of deserts able  
to support the installation of thousands of solar panels.  
The longest average seasonal (summer) and annual sunshine 
hours for Mashhad in the north-east of country are about 
1,036.1 hours and 2,887.2 hours per year respectively,  
showing that every city in the country might tap into  
the solar power trend.

Despite this solar good fortune, the Islamic Republic, through 
poor governance and over-reliance on cheap oil and gas, has 
not evolved the industry with enough focus and purpose. 
Power outages endured during the summer months as power 
consumption skyrocketed due to air conditioning use in cities 
including Tehran and the overuse of cheap electricity have 
changed the approach for the better somewhat.

The authorities claim the issue is not their own directives 
and governance but US sanctions on the country, which 
hamper foreign direct investment (FDI) in solar projects. 
There is some truth to the claim as in 2016 several foreign-

backed groups began the installation of solar projects in the 
country but all pulled out when former US president Donald 
Trump withdrew from the 2015 nuclear deal or JCPOA in 2018, 
cutting any foreign investment overnight. 

In December 2020, Iran’s MANA Energy PAK commissioned 
the first solar cell factory in the country, with an estimated 
150 MW being able to be produced by the company each year.

The company also said it had been able to produce 1.2 GW of 
multi- and monocrystalline wafers per year, the component 
that generates the power in solar panels.

Earlier Iran announced ‘it could produce 5,000 MW of 
renewable energy from rooftop solar as part of an industry-
backed scheme, Shargh on October 17 reported the vice 
chairman of the country’s Association of Manufacturers and 
Suppliers of Renewable Energy Goods and Services (SATKA) 
as saying.

SATKA vice chairman Mohammad Javad Mousavi said this 
5,000 MW of electricity produced by rooftop solar would go 
some way to alleviating Iran’s annual electricity deficit.

SATKA said “120mn toman” (roughly $3,400) low-interest 
20-year loans are to be awarded to households who install 
panels for rooftop solar, but did not say from where the 
funding would be drawn or which banks would take part  
in providing the loans.

The government envisages an ambitious 10 GW of new 
renewable capacity being developed in Iran by 2025. 
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THE UKRAINE WAR 
WILL BREAK UP 

RUSSIA’S INTERNET 
CHAMPION YANDEX

Ben Aris in Berlin
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Russia's invasion of Ukraine has 
caused a tsunami of M&A deals 
as Russia’s private companies 

scramble to restructure their busi-
nesses to account for tectonic changes 
in the business landscape. It has cost 
everyone a lot of money as owners 
have been forced to sell off businesses 
exposed to sanctions or in many cases 
the leading lights of Russian industry 
have been forced into early retirement 
by personal sanctions that have de 
facto forced them out of the firms they 
founded. Maybe the biggest victim of all 
is Yandex, Russia internet giant and the 
most valuable tech company in Europe.

The company’s market capitalisation 
has already been halved, costing inves-
tors billions of dollars, and the fire sale 
that is about to start will probably cost 
them hundreds of millions of dollars 
more. And that is just the financial cost: 
Yandex has been a beacon of success 
in the modern Russia, a world class 
company that has out googled Google. 
The restructuring will rescue a lot of 
value and create a serious business, 
but the dream that a Russian tech firm 
could not only hold its own in direct 
competition with the best that America 
has to offer but even win is being 
comprehensively destroyed.

Yandex remake
The Netherlands-based parent company 
Yandex NV announced on November 
25 it will divest its Russian assets in 
an effort to unblock its Nasdaq listed 
shares and allow its international share-
holders to exit.

The Dutch holding will keep most of 
the group’s international assets and will 
be headed by Yandex founder Arkady 
Volozh, while former finance minister 
Alexei Kudrin will temporarily head the 
“Russia Yandex” that will own all the 
Russia-based businesses and be sold off 
to local investors.

A special committee of the board was 
set up to “explore a variety of potential 
scenarios and steps including:

“Development of the international 
divisions of certain services (includ-
ing self-driving technologies, cloud 

computing, data labelling, and ed-tech) 
independently from Russia.

“Divesting Yandex N.V.'s ownership 
and control of all other businesses in 
the Yandex Group (including search 
and advertising, mobility, e-commerce, 
food-delivery, delivery, entertainment 
services and others in Russia and inter-
national markets), including transfer-
ring certain elements of governance to 
management.”

The company cited “the current 
geopolitical environment” as the reason 
for the changes that would in effect 
break up not only one of Russia’s most 
successful tech companies, but the 
leading tech company in all of Europe. 
Yandex’s market capitalisation on 
the eve of the invasion of the war was 
$12.7bn, which has halved to $6.7bn as 
of November 28.

Yandex NV has a total of some 10,000 
significant shareholders, most of whom 
are international portfolio investors, 
according to bne IntelliNews sources 
close to the company. Trading in Yandex 
shares was suspending shortly after 
the war in Ukraine started, leaving 
its shareholders trapped as financial 
transactions with Russia have been 

halted; the Russian National Settlement 
Depository (NDC), the main custodian, 
has been sanctioned, blocking its 
connections with international banks.

Amongst the options being considered 
is to keep the international divisions 
of certain services, including the 
self-driving cars, cloud computing, 
data labelling and education technol-
ogy in the Dutch vehicle Yandex NV 
"independently from Russia" and sell 
the Russian assets, including its main 

search engine, to Russian investors. The 
Russian business is the more valuable 
and also includes business in advertis-
ing, mobility, e-commerce, food delivery 
and others.

The board of directors also said that 
Yandex NV will be renamed "in due 
course", with the divested business 
keeping exclusive rights for the use of 
the Yandex brand.

"These are exceptionally challenging 
times," John Boynton, Yandex's chair-
man said. "Please be assured that as we 
analyse different strategic options, we 
will do everything possible to protect 
value for our public shareholders and 
preserve opportunities for the 20,000 
employees who have made Yandex one 
of Europe's most successful technology 
companies," he said as cited by East 
West Digital News.

The bne IntelliNews source said that 
the restructuring is still at a prelimi-
nary stage as many hurdles still need 
to be cleared, but the appointment of 
Kudrin, who is a close personal advisor 
to Russian President Vladimir Putin, 
as a Yandex board member has been 
taken by observers as indicating that the 
Kremlin is committed to doing a deal.

Kudrin is the architect of Russia’s liberal 
market reform programme and seen as 
pro-business. It is believed that he will 
argue that it is in the country’s interests 
not only to keep Yandex as a privately 
owned company and to prevent any of 
the large state-owned enterprises from 
scooping the company up, but instead 
for a diversified group of investors that 
will have the commercial interests of 
the company at heart and that will also 
be acceptable to the Russian manage-
ment who will be given a free hand to 

“Yandex cited “the current geopolitical
environment” as the reason for the changes 
that would in effect break up the leading tech 
company in all of Europe”
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develop the business further, according 
to bne IntelliNews sources close to the 
deal. However, none of these details 
have been formalised yet.

For the international investors, a deal 
will end the dream of owning part of 
“the Russian Google” as this part of the 
business will remain in Russian hands. 
They will in effect be left with a portfo-
lio of very valuable assets, but not in the 
core search and e-commerce segments 
that they originally bought.

“If the deal goes through then the inter-
national investors will retain some very 
valuable assets like the self-driving car 
business, but the Google of Russia part 
will be sold off,” a source close to Yandex, 
who didn’t want to be named, told bne 
IntelliNews. “The investors will get paid 
for this as the Russian business will be 
sold by Yandex NV, so they can take some 
money out, but then they have to decide 
if they want to stay in as the nature of the 
business will have changed.”

While in theory it is possible for Yandex 
NV to sell its Russian assets to local 
investors in dollars that can be repa-
triated, in practice any international 
transfer of on this scale needs special 
approval by the Central Bank of Russia 
(CBR). Given the current CBR gover-
nor Elvia Nabiullina used to work for 
Kudrin, his appointment to husband the 
deal through is also taken as a sign that 
the CBR approval for repatriating any 
money paid by the Russian investors for 
the Russian business will be approved. 

However, as the CBR has a de facto veto 
over the deal, some worry that this lever-
age will be used to cap the price, and the 
sale of the Russian assets could happen 
at a deep discount to the previous 
market value.

There is also a question mark over 
the technology transfer permissions 
involved in splitting off the Dutch entity 
as currently regulations call for the 
government’s approval to transfer any 
Russian-registered technology licenses 
out of the country, the New York Times 
reported the same day, citing a person 
familiar with the matter.

Yandex went public on the Nasdaq back 
in 2011 with an $11bn valuation, and 
has been an investors’ darling in recent 
years, significantly outperforming the 
rest of the market. The company’s busi-
ness was immediately hit by Russia’s 
war on Ukraine.

On February 28, after the stocks of 
Russian tech companies, including 
Yandex, fell sharply, Nasdaq stopped 
trading them due to regulatory 
concerns.

In mid-March, Yandex announced 
it was exploring different “strategic 
options, including disvestment” for a 
range of its assets.

Soon afterwards, the company’s delivery 
and mobility activities were stopped or 
threatened in the US, UK, France, Latvia 
and Estonia.

In March and June, respectively, 
the company’s deputy CEO Tigran 
Khudaverdyan and its founder Arkady 
Volozh were sanctioned by the Euro-
pean Union, but not the company itself.

In April, to avoid a default, Yandex 
scaled back many planned investments 
and withdrew its financial guidance for 
the year.

In August, Yandex did sell its news 
service and homepage to its archrival 
VK Company – which is even more 
under Kremlin control than Yandex 
itself.

By the summer, compromises with the 
authorities led the company into a trap. 
Yandex was divided internally, as “some 
top managers left the country and are 
trying to salvage what they can from 
abroad; while others remain in Moscow 
and are determined to save Yandex’s 
Russian business,” local media reported.

Amid these events, a significant frac-
tion of the 19,000 staff left the company 
or were moved to such other countries 
as Serbia or Uzbekistan. By August, over 
10% of the employees had left, reported 
Bloomberg.

VEON/VimpleCom in a copycat deal
In a very similar deal to the mooted 
Yandex restructuring, the Dutch tele-
coms holding Veon has agreed to sell its 
daughter company, the Russian mobile 
phone operator VimpelCom – operat-
ing under the Beeline brand in Russia 
and one of the big three companies – to 
the its Russian top management, Veon 
and VimpelCom said on November 28 
reports Vedomosti. The deal is expected 
to close by early June 2023.

"A group of top managers of the 
company, headed by CEO Alexander 
Torbakhov, has entered into an agree-
ment to buy the company from the Veon 
holding," VimpelCom said as cited by 
the Russian daily. 

VimpelCom is an iconic telecoms 
company in Russia as it was the first 
to set up a mobile phone operation in 
post-Soviet Russia and used to charge 
$5,000 a month-plus connection fees 
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when it first appeared. It has, like 
Yandex, gone on to be a pioneer in 
telecoms services to the Russian public 
and is a household name.

In addition to Torbakhov, the buyers 
will be Beeline executive vice presidents 
Svetlana Kirsanova (for retail business), 
Maxim Zaikov (for corporate business 
development) and Valery Shorzhin (for 
network technological development), 
as well as Renat, vice president for 
corporate development, mergers and 
acquisitions Nasretdinov, specified in 
the statement.

“In accordance with the terms of the 
agreement on the transaction, Veon 
will receive RUB130bn from the sale of 
the asset. The transaction is expected 
to be completed no later than June 1, 
2023, with the parties entitled to extend 
this period if the necessary licenses and 
regulatory approvals are not obtained,” 
the release notes.

The transaction is planned to be formal-
ized for the company Copernicus-Invest 
3 JSC, Veon said in a statement. This 
legal entity was registered on Novem-
ber 14, its sole owner and CEO, as of 
November 24, is Torbakhov, according 
to SPARK-Interfax.

Separately, the provisions of the 
transaction spell out possible scenarios 
according to which the asset may come 
under the control of third parties over 
the next 30 months from the date of 
closing the transaction, follows from 
Veon's statement. In particular, if the 
shareholders of the Russian business 
decide to resell it at a higher price 
during this period, Veon will be entitled 
to part of the proceeds from this 
transaction, the Dutch company said 
in a release. If control in the acquiring 
company passes to third parties, the 
agreement “provides the right to termi-
nate the transaction in favour of Veon,” 
the Dutch holding said in a statement.

Kremlin encroaching on RuNet
One of the businesses that Yandex NV 
will keep is the self-driving car enter-
prise into which it has invested heavily 
and is currently amongst the world 
leaders in this technology.

Driverless vehicles developed by Yandex  
hit 1mn miles of test drive mileage in 
Russia, the US, and Israel, the company 
announced in October 2019.

"This important milestone firmly 
establishes Yandex as Europe’s largest 
driverless car developer, ranking the 
company in the top five autonomous 
vehicle companies globally, which 
have completed this distance," Yandex 
said at the time, adding that the group 
conducting the tests also includes 
Waymo, Cruise Automation, Baidu  
and Uber.

That put Yandex amongst the top five 
experimental self-driving car startups 
at the time. The mileage of Google's 
driverless subsidiary Waymo in 2019 was 
12.9mn km, while all of its testing fleet 
has a mileage of 29mn km. The subsidiary 
of General Motors Cruise Automation 
had 0.9mn km mileage in 2018 and 
2017, while Uber Technologies claimed 
to have reached 2mn km in 2017.

Most of the mileage for Yandex was 
done on actual public roads in live traf-
fic, most of it in Moscow and Tel Aviv 
since 2018. All of the tested vehicles 
bear the names from the science fiction 
series Westworld. In 2020 Yandex 
doubled its fleet of driverless cars to  

200. Before the war, operational self-
driving taxis in Moscow were seen by 
analysts as possible by 2024.

Yandex NV is also a major player in the 
international cloud computing business.

One the other side of the coin Yandex 
Russia has sold some its businesses, 
the news aggregator Yandex:News in 
particular.

Yandex closed a deal to sell the news 
service, as well as media company 

Yandex.zen, in August this year to arch 
rival VK for an undisclosed sum.

The deal will allow Yandex to exit the 
Russian news aggregation sector, which 
was presenting the company with 
problems at home and abroad, as it was 
accused of filtering its news offering to 
promote the state’s propaganda associ-
ated with the war in Ukraine. In its 
defence, Yandex said that there was a ban 
on promoting international or opposi-
tion media so all only news available to 
the service was state-backed news and 
hence had a built-in pro-government 
bias. The company hoped by getting 
out of the news aggregation business 
entirely it could solve this problem.

A press release on Yandex’s website 
said: “As sole consideration for these 
assets, Yandex LLC will acquire 100%  
of the food delivery service Delivery 
Club,” the statement added, naming  
a highly successful and apolitical food 
delivery e-commerce business that 
belonged to VK.

The News and Zen platforms had been 
something of a thorn in Yandex’s side for 
the last year. The former is an aggregator 
of news materials which receives over 
10mn daily visitors. The latter is a TikTok 
style personal recommendations plat-

form that uses machine learning tech-
nology to present a user with suggested 
posts. Yandex.zen had over 22mn active 
users a day in 2021. Delivery Club couri-
ers will join the Yandex Pro technology 
platform, but Yandex hopes to maintain 
the Delivery Club brand rather than 
merging it with its own ultrafast delivery 
service Yandex Eats.

VK caught the headlines after it was 
taken over by Vladimir Kiriyenko, 
the son of the former prime minister 
Sergei Kiriyenko and the head of Putin’s 

“Driverless vehicles developed by Yandex
hit 1mn miles of test drive mileage in
Russia, the US, and Israel”
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presidential administration. While 
the other tech companies, including 
Yandex, have been scaling back their 
investment programmes since the war 
started, VK has gone on a buying spree, 
snapping up distressed bargains like 
Yandex:News, leading some to specu-
late that the Kremlin is using VK as a 
vehicle to increase its control over the 
Internet, something that the Kremlin 
has always ignored until recently, and 
leaving online news as a major hole in 
its ability to control the information 
flow for regular Russians.

The Kudrin connection
Many commentators have remarked 
on the possible significance of Kudrin’s 
appearance in the Yandex saga. The 
day before Yandex announced it would 
possibly sell its Russian assets, Kudrin 
met with Putin and approved the 
scheme for dividing Yandex’s assets 
into Russian and international parts, 
two sources familiar with the talks told 
the Russian news outlet The Bell.

While most of the details of what the 
new Russian Yandex will look like 
remain vague, according to The Bell 
the domestic part will be headed by 
a new structure headed by Kudrin 
and those members of the original 
Yandex management team that chose 
not to leave the country. Shares in 
the Russian Yandex will be offered 
to leading local businessmen, and 

oligarch Vladimir Potanin who owns 
NorNickel has been named as one 
possible investor, according to The Bell. 
The new Russian Yandex will also have 
some international projects, including 
an African version of its leading 
Yandex:Taxi service.

The Bell reports that Kudrin, who quit 
his job as head of the Accounts Chamber 
at the end of November in preparation 
to take up his new role at Yandex, helped 
Volozh to agree on a plan to cut Yandex’s 

business up with the Kremlin. On the 
night of November 25, he had a final 
meeting with the president to sort things 
out. In gratitude for his services, Kudrin 
will receive a position at Yandex and 
about 5% of the company's shares, worth 
several tens of millions of dollars.

Business is good
Despite the geopolitical machinations, 
business is flourishing for the Russian 
part of Yandex’s business. Earlier this 
month, Yandex reported third-quarter 
earnings of $2.02 per share on $2.32bn 
in revenue as all of Russia’s online busi-

nesses have seen a bump in demand 
from the war in Ukraine.

Despite the fallout from the military 
invasion of Ukraine, both Yandex and 
VK have seen their revenues boosted 
this year and Yandex’s profits tripled. 
Yandex maintained a high top line from 
its anchor Search & Portals segment 
in 3Q22. VK was supported by its social 
network and media assets. “Yandex and 
VK showed continuation of very strong 
ad revenue trends in 3Q22. Yandex’s 

Search & Portal revenue (a key source of 
its ad revenue; 46% of Yandex’s top line 
in 3Q22) grew 45% year on year, even 
accelerating from 29% in 2Q22 and 
24% in 1Q22,” BCS GM analysts said in 
a note last week. “VK’s ad revenue (60% 
top line after the announced sale and 
deconsolidation of the gaming busi-
ness) was up 29% excluding the gaming 
business versus a total growth of 28% in 
2Q22 and 6% in 1Q22,” BCS GM wrote.

“We note that such a positive impact is 
a one-off, and, assuming status-quo in 
competition, the companies’ ad revenue 
should return to a more normalised 
growth pattern in 2Q23-3Q23 (as compari-
son base evens out), back to tracking 
GDP performance,” BCS GM believes.

Russia’s largest e-commerce operator 
Wildberries also posted 95% year-
on-year growth in gross merchandise 
volume (GMV) in 3Q22 and 9M22, with 
the GMV recording RUB420bn ($7bn) in 
the reporting quarter.

Major Russian e-commerce marketplaces 
streamlined their supplies of the so-called 
“parallel imports” for goods that are no 
longer officially distributed in Russia. 
As a result, Russians have turned to 
e-commerce sites to buy now hard-to-find 
foreign brands, and e-commerce sales 
volumes expanded 1.5-fold y/y in 1H22 
to RUB2.2 trillion ($36.4bn). Alexei Kudrin, former Chairman of the Accounts Chamber of the Russian Federation.

“In gratitude for his services, Kudrin will 
receive a position at Yandex and about 5% 
of the company's shares”
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“reforms for the people.” Uzbekistan 
has one of the youngest populations in 
the FSU with an average age of 29 years. 
It is also the fastest growing population 
in the Commonwealth of Independent 
States (CIS). Since 1991 at the end of 
Soviet Union the population of 20mn 
has grown to 36mn now and in the  
next three years it will overtake 
both Poland and Ukraine in terms of 
numbers of inhabitants before hitting 
70mn by 2050.

That demographic explosion, especially 
in the context of the demographic 
collapse that is happening in nearly 
every other country in Eurasia, 
including Russia and the EU, could be 
the basis of decades of strong growth. 
But it also presents a challenge to the 
government to provide jobs for its 
swelling youth.

Anna Bjerde, the Vice President of the 

World Bank, emphasised that social 
issues – education and health chief 
among them – are one of the bank’s  
top three focuses for the coming years.

In his address in the opening session 
of the congress, President Shavkat 
Mirziyoyev highlighted that a key part 
of the social programme, that is also 
part of the government’s heavy ESG 
focus, is to reduce poverty by 50%  
by 2030. Poverty has already been 
reduced from 22.8% in 2018 to under 
16% now and less than 5% compared  
to the global poverty line, the World 
Bank said.

The World Bank has thrown itself into 
the same programmes and added that 
incomes are also supposed to double to 
$4,000 a month. Currently Uzbekistan 
per capita income is about a tenth of 
those in the more prosperous, petro-
fuelled, Kazakh economy.

Hundreds of delegates gathered 
in the legendary Silk Road city 
of Samarkand in Uzbekistan on 

November 3 for the second Uzbekistan 
Economic Forum to learn about the 
progress the country has made during 
these crisis years and its plans for  
the future.

Uzbekistan's first five-year transformation 
plan has come to an end, and this 
conference launches the second “New 
Uzbekistan” plan that will run to 2026. 
The first plan has been very successful, 
with economic activity visibly picking 
up in about 2018, but the new plan is 
supposed to deliver a root-and-branch 
transformation of the economy into a fast 
growing market economy driven by the 
inflow of private capital from domestic 
and international sources.

The key message, and indeed the theme 
of the whole conference, was inclusive 

Building the New Uzbekistan
Ben Aris in Samarakand 

Uzbekistan has launched its second five year plan to build the "New Uzbekistan" at the annual investment conference in Samarkand / bne IntelliNews
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“We need to improve the quality of life, 
which means a large-scale government 
social support programme that will 
affect each and every Mahalla, with new 
roads, clean water supplies, schools and 
hospitals,” Mirziyoyev said, referring 
to the local community councils that 
the Uzbek government has revived as 
the most efficient way to directly react 
to local community problems and 
demands on a daily basis.

Of the eight goals outlined by 
Mirziyoyev, six are related to the 
social sphere and only two to more 
general economic reforms: the need 
to stabilise the economy in the face of 
global uncertainty that should deliver 
on 5% growth for years; and to invest 
into infrastructure, logistics and 
trade relations with all Uzbekistan’s 
international partners, but especially 
those in the region.

Deals
At the first conference in Tashkent last 
year over a billion dollars worth of deals 
were signed, including the flagship 
privatisation of the Coca-Cola factory 
that was set up in 1990s. At the same 
time, many investment deals were 
signed then with Russian companies and 
banks which were active in the country.

This year there were much fewer 
deals, as investors have been spooked 

by the global uncertainty caused by 
the unfolding polycrisis. A flagship 
privatisation of the Fergana Azot 
fertiliser company was due to be signed 
and Prime Minister Aripov said that  
the talks were all but concluded, 
however, the potential buyers had asked 
for a two-week delay until October 28 
as they had more details they wanted 
to check. But the sale is expected to be 
close before the end of the year as the 
privatisation process continues.

Private economy
Privatisation and reforms were a 
constant theme in the talks as the 
government plan is to shift to funding 
the economy using private capital.

The growing realisation that the global 
crisis is here to stay, as bne IntelliNews 
recently detailed in a cover feature, 
the Fractured World, the cost of 
borrowing has gone up while investors’ 
risk appetite has gone down, which 
means funding the government using 
international capital markets has 
become unrealistic in the foreseeable 
future. That leaves foreign direct 
investment (FDI) as the main source 
of new funds and making Uzbekistan’s 
effort to privatise its economy even 
more important.

There are several IPOs on the docket 
in the coming year, including UzAvto, 
the main carmaker, the UzMetal 
metallurgical complex, USM, a 
publically owned telecoms asset, and 
possibly the jewel in the crown, the 
state-owned Navoi Gold giant, the 
biggest contributor to the state budget.

“There are 15 IPOs on the list for the 
next year, but even if they manage to 
get five away that would be a major 
success,” says Karen Sharipov, of Avest 
Invest, a local brokerage and boutique 
investment bank.

It’s an ambitious plan, but will be 
difficult in the current environment. 
However, even if it goes slowly, unlike 
most countries in Eurasia, apart from 
a dip in 2020 caused by the start of the 
pandemic, Uzbekistan has managed to 
maintain strong growth throughout  
the crisis and is still on course to 
expand by around 6% this year – 
making it one of the fastest growing 
countries in the Commonwealth of 
Independent States (CIS).

This good performance means that 
despite expanding spending during  
the coronacrisis the government is  
still running an only modest 3% GDP 
deficit and has a very modest 40% of 
debt/GDP ratio.

“Unlike most people Uzbekistan has 
managed to maintain its fiscal buffers, 
leaving it in a strong position versus the 
other countries in the region if there are 
more shocks,” says the IMF.

Inflation vs growth
The perennial theme in all the financial 
talks was the battle with inflation and 
the trade-offs with the refraining from 
rate hikes in order not to crash the 
economy.

Uzbekistan is suffering from high 
inflation like everyone else, which 
was running at over 12% in October. 
In his session the governor of the 
central bank, Ilkhomjon Abdugafarov, 
explained that the regulator had 
adopted inflation targeting for the 
first time after the new team took 
over following President Shavkat 
Mirziyoyev’s election in 2017, “but it 
will take time to put all the tools in 
place.” The goal is to anchor inflation 
expectations that have always been 
untethered.

The central bank is targeting 5% 
inflation and was on course to achieve 
that target in 2022, but its goals have 
been blown up by the polycrisis. Used 
to unstable prices for almost the entire 
history of the Republic’s modern 
existence, Abdugafarov has an uphill 
battle winning the trust of the people, 
but recently the regulator won kudos 
by revising its target and after it hit a 
new interim target of 10% inflation this 
year the central bank won badly needed 
respect from the population.

The outlook for Uzbekistan is bright, but 
the challenges it faces are formidable. 
Happily, the prudence of the government 
and the central bank means the 
economic is sitting on a solid foundation 
with resources enough to weather more 
shocks and setbacks in the fractured 
world, so it has time on its side. 

“There are 15 IPOs on the list for the next year, 
but even if they manage to get five away that 
would be a major success”
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linked with Clearstream and we hope 
it can be done in Uzbekistan as well” 
Hooking up Georgia to the international 
financial system brought in new foreign 
money, which at its peak equalled 10% 
of the outstanding bonds. A third (34%) 
of Russian OFZ local treasury bills were 
owned by foreigners at its peak about 
two years ago, but that percentage has 
fallen to 17% now. From start to finish it 
took Paresishvili three years to connect 
the GSE to Clearstream.

The work has already begun, but 
Paresishvili says it will take at least 
a year to complete, as the IT system 
has to be revamped and laws changed 
to introduce things like nominee 
accounts.

The government is actively anticipating 
the change that revolutionised the 
Russian capital market in 2014 and 
in Ukraine when it joined in 2019, 

When I first interviewed Giorgi 
Paresishvili eight years ago 
he had just been appointed 

the CEO of the Georgian Stock 
Exchange (GSE) as well as chairman 
of the supervisory board of the central 
securities depository (CSD) and had 
been tasked with modernising the 
domestic capital market.

He was highly successful. In January 
2016 Paresishvili successfully plugged 
Georgia into the international capital 
markets when it hooked up to the 
international settlement and clearing 
system of Clearstream via its largest 
bank, the Bank of Georgia.

Already regarded as the most 
progressive country in the Caucasus, 
joining Clearstream widened Georgia’s 
lead over its Former Soviet Union (FSU) 
peers further as international investors 
could overnight buy stocks and bonds 
on the local exchange directly from 
their trading desks in London and 
New York. The reform opened access 
to a new pool of capital of hundreds of 
millions of dollars and transformed the 
market.

Paresishvili drove through a reform 
programme to create an international 
standard capital market that its 
companies and banks can tap to raise 
capital, as well as provide investment 
opportunities for things like domestic 
pension funds.

Now Paresishvili hopes to do the same 
thing for Uzbekistan.

“The Ministry of Finance of Uzbekistan 
approached me in Spring of 2022 and 
offered me this job,” Paresishvili, now 
CEO of the Tashkent Exchange, told bne 
IntelliNews in an exclusive interview 
on the sidelines of the Uzbek Economic 
Forum in Samarkand at the start of 
November. “They wanted me to help 
them develop the Uzbek capital market 
and open it up to foreign portfolio 
investors.

“The Ministry of Finance was looking 
for someone with experience in both 
international and regional capital 
markets, and for someone who at 
the same time spoke Russian,” said 
Paresishvili, who has also worked in 
New York and London at international 
investment bank Credit Suisse First 
Boston (CSFB) and at Bank of Georgia 
and Bank Republic (part of Societe 
Generale Group back then) in his native 
Georgia.

Clearstream revolution
Paresishvili was hired to run the 
Tashkent Stock Exchange (TSE) in 
September this year and the first 
thing he did was fly to the Clearstream 
headquarters in Luxembourg to invite 
the company to start operations with 
the Uzbek capital markets.

“I think they also liked the fact that 
we set up a link with Clearstream in 
Georgia, effectively opening up local 
securities market to foreign investors. 
After Georgia other regional markets – 
Armenia, Kazakhstan, Ukraine, Serbia 
and the Kingdom of Saudi Arabia were 

INTERVIEW 
Giorgi Paresishvili, 
chairman of Tashkent 
Stock Exchange

Ben Aris in Samarakand 

Giorgi Paresishvili,  
The former head of the Georgian stock exchange
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bringing in a fresh $20bn and $5bn of 
international capital to the local bond 
markets respectively.

Odilbek Isakov, Uzbekistan’s deputy 
Finance Minister, told bne IntelliNews 
that Uzbekistan has already issued $1bn 
worth of local treasury bonds this year 
as well as issuing its first “floater”, a 
bond linked to the inflation rate, and  
a local bond with a 10-year maturity – 
the longest ever – in just the last month.

And in June Uzbekistan saw its 
first corporate bond issue on the 
local exchange by the white goods 
manufacturer Artel in a landmark deal.

The European Bank for Reconstruction 
and Development (EBRD) also bought 
some Uzbek treasury bills in the first 
week of November in a landmark deal 

– the first foreign entity to buy a local 
bond and the development bank’s first 
investment into local securities.

“The government of Uzbekistan is now 
starting to bring large state-owned 
companies and banks to a local market 
by privatising them through IPOs on 
the Tashkent Stock Exchange,” says 
Paresishvili. “But the liquidity on the 
local stock market is pretty low as we 
are still very much a Frontier Market. 
The development of equity market 
allows local corporates to deleverage by 
raising additional equity” Paresishvili 
says. “That in turn enables Uzbek 
banks to lend more to local companies, 
which helps grow economy and create 
new jobs.”

Capital markets reforms
Hiring Paresishvili to run the TSE is 
designed to take Uzbekistan’s capital 
market reforms to the next level but 
the government has already been 

working on improving them since 
October 2019, when Uzbek President 
Shavkat Mirziyoyev held a meeting 
with several ministers and public 
agencies, including the Capital 
Markets Development Agency, where 
he directed them to “consolidate all 
relevant laws, acts and decrees into 
single, simple and flexible capital 
markets code by the end of 2020”, 
putting capital markets reform at the 
top of the agenda.

That was followed by another decree in 
April 2021 that spelled out more details 
of the reforms, including an upgrade of 
the IT system and allowing international 
investors to sell their shares and 
repatriate their earnings in hard 
currency for the first time. International 
fund AFC Capital, which had a few 
million dollars invested into Uzbek 

equity at the time, and more now, tested 
the system and reported that it works.

The edict comes with ambitious targets 
that are set until the year 2023  
(See table below).

“The development of the equity market 
will allow local corporates to deleverage 
by offering them an alternative source 
of capital as they are now highly 
leveraged,” Paresishvili says. “That 
affects the banks too, as they are not so 
willing to lend to corporates forever.”

Paresishvili has a long shopping list of 
reforms that still need to be made. The 
local CSD needs an upgrade, as almost 
as important as allowing foreigners 
to buy shares is having decent 
infrastructure for holding them once 
you own them, Paresishvili says.

“Buying shares is only half the bargain; 
you also need somewhere to hold the 
stocks once you own them. Bringing 
partners like Bank of New York Mellon 
(BONY) will help as they can also 
give access to many new markets,” 
Paresishvili told bne IntelliNews. “The 
TSE IT system also needs an upgrade, 
the same thing we did with the GSE.” 

Capital Market reform goals to 2023 2020 2023

Market Cap (free float in UZS trillion) 1.9 45

Free float market cap in % to GDP 0.3 5

Total Value of Corporate Bonds (UZS, trillion) 0.16 3.94

Total Value of Corporate Bonds (% to GDP) 0.03 5

Financial and Investment Literacy for population 
and entrepreneurs - 40,000

Investment Settlement Accounts 4,000 20,000

Regional Development Projects financed through 
capital markets - 5

Source: President of the Republic of Uzbekistan

“The Ministry of Finance was looking for someone 
with experience in both international and regional 
capital markets, and for someone who at the 
same time spoke Russian”
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Tapping in the international  
capital markets
The Russian capital remains an 
important source of funding, but 
companies like the Orient Group are 
getting ready to tap the international 
market. The group has no external debt, 
but in 2021 issued its first corporate 
bonds worth UZS126bn ($11mn) – the 
largest issue of corporate bonds ever.

However, next year the group wants 
to start tapping the international 
market. Several famous international 
investment banks already have 
representative offices in Tashkent, but 
currently they are focused on selling 
big international corporate bonds to 
the country’s blue chips and not debt 
financing or syndicated loans for the 
leading corporate players.

In preparation for unlocking access 
to the international capital markets, 
in 2021 Orient Group has introduced 
IFRS accounts for all its holdings, the 
first results of which will be released 

in February 2023, and it will probably 
organise a syndicated loan thereafter.

“Initially the plan was to raise a 
syndicated loan from Russia’s leading 
banks but after this spring we 
abandoned that plan,” says Maslov. “But 
we are already in talks with the leading 
global investment banks and plan to do 
this maybe next year.”

Uzbekistan’s Orient Group has 
emerged as one of the largest 
multi-sector conglomerates in 

the country, with interests in real estate, 
banking, retail and agriculture among 
other things, making it one of the three 
largest corporations in Uzbekistan. 
The company was founded in 1998 
and is riding the wave of reform as the 
country opens up and is actively taking 
advantage of the new pro-business 
environment as the economy of  
Central Asia’s most populous country 
finally takes off.

Today growth is accelerating in a 
complicated geopolitical environment 
as the war in Ukraine spills over to affect 
Uzbekistan. Like many other countries 
in the Commonwealth of Independent 
States (CIS), Uzbekistan has taken in 
hundreds of thousands of refugees 
fleeing Putin’s war, including at least 
20,000 IT professionals that have made 
their home at the country’s new IT park.

Uzbekistan’s growth had already 
attracted a lot of Russian capital a year 
ago, which is still coming, as Tashkent 
sits on the international sanctions 
regime fence.

The start of Russia's special military 
operation in Ukraine was a window of 
opportunity for business in Uzbekistan 
as  capital that is trying to leave 
Russia and looking for opportunities 
to diversify and there are not many 
countries where this capital is welcome.

Uzbekistan is one of those countries, but 
it has to be careful not to fall foul of US 
secondary sanctions. Amongst the most 
attractive sectors for inbound Russian 
investors looking for a profitable safe 
haven to park their money is real estate, 

which remains underdeveloped and 
offers strong returns.

“Before 2017 there was almost no 
modern real estate in Uzbekistan,” 
acting CEO of Orient Group Andrey 
Maslov told bne IntelliNews in an 
exclusive interview in Tashkent.. “There 
was a big gap and a significant demand. 
And real estate is supported by the 
strong population growth.”

Traditionally in a family with four sons, 
the three older brothers are expected to 
buy their own homes, but the youngest 
inherits the family home, although he is 
expected to help finance the purchase of 
the other houses. Migrant workers are 
also expected to send home the majority 
of their pay to help the family, unless 
they are married, all of which adds to 
the demand for housing.

Some 300,000 refugees have fled from 
Russia to Uzbekistan and many are 
buying apartments, giving the market a 
bump. Maslov says that sales of housing 

are up by 30-40% in just the last two 
months, which he suspects is largely 
due to the new Russian residents.

“I’m not sure, as it is hard to separate 
out what increase is due to the arriving 
Russians and what is due the organic 
growth of the domestic market,” says 
Maslov. “But the new money is fuelling 
growth in the sector.”

INTERVIEW 
Orient group investing into Uzbekistan's 
growing population and investment-
friendly climate
Ben Aris in Tashkent 

“Before 2017 there was almost no modern real 
estate in Uzbekistan,” There was a big gap and  
a significant demand”
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ESG has become a key focus for the 
government that is building in good 
ESG practices to all its projects to 
increase their appeal to international 
investors.

Orient Groups is intending to be a 
pioneer in corporate ESG, which is 
one of the motivations to being first to 
switch to an IFRS account as part of its 
drive to improve the G in ESG.

“At Orient Group we have created rules 
for corporate governance to build on 
the confidence of our investors. In our 
joint ventures with the UzOMAN fund 
[which has bought several of Orient’s 
shopping malls] all the decisions 
of the supervisory board have to be 
unanimous, despite the fact they are a 
minority investor. We are also looking 
at hiring some independent directors,” 
says Maslov, referring to the joint 
Uzbek-Oman sovereign wealth fund.

As for the social part, the group has 
focused on improving safety standards 
and procedures at work. Traditionally 
when there is an accident the victim 
is blamed for carelessness, but in the 
new regime the company regards 
accidents as the result of failures in the 
environment; something was wrong 
with the procedures and checks, which 
led to an accident.

“We need to create a safety culture and 
not blame the individual, as the work 
environment is to blame,” says Maslov. 
Maslov adds that the environmental 
concerns are the least problematic, as 

the manufacturing the company has 
set up in the last five years, especially 
in its Bakan Tex and FT Textile Group 
subsidiaries, all use state-of-the-art 
machinery, which is already extremely 
environment friendly.

“In textile production our equipment is 
already energy-efficient, [uses] closed 
waste cycles and [is] clean. We care about 
ecology and sustainability,” says Maslov.

In the meantime, Uzbekistan’s financial 
system is still working with Russia’s and 
it is one of the places that will transfer 
money both in and out of Russia but at 
the same time its bank’s credit cards 
still work in the West. This banking 
business has been another source of 
inbound Russian capital. Nevertheless, 
Uzbek banks have become increasingly 
careful and for Russians, getting an 
Uzbek bank account has recently 
become more difficult.

“We have strict system of Know Your 
Customer (KYC) if someone from 
Russia wants to open an account. You 
have to provide documentation not 
only proving this money is yours but 
also what the origin of the money is – 
that it was earned legitimately. And if 
someone is on the US SDN lists they are 
barred from Uzbekistan and its banking 
system,” says Maslov.

Subsidised mortgages  
fuelling growth
Uzbekistan is poor in the natural 
resources that finance its neighbours, 
and in particular only has meagre 

hydrocarbon resources that more or 
less cover its domestic needs. But 
what it lacks in oil and gas it made up 
for with people: Uzbekistan has one 
of the youngest and fastest growing 
populations in all of the CIS.

As incomes start to rise, a middle class 
is emerging and the demand for real 
estate is insatiable. Orient Group has 
already built, and sold to UzOMAN, half 
a dozen shopping malls that play on this 
theme. In total, the group’s Golden House 
subsidiary has sold 185,000 square metres 
of residential housing and 102,000 
square metres of commercial space.

As construction is one of the three 
big economic growth drivers, the 
government is supporting the building 
of residential housing to keep pace 
with the necessity of providing 
accommodation for a population with 
an average age of 29.

The government has launched a 
subsided mortgage scheme that caps 
mortgages at affordable rates of 17-18% 
for properties costing up to $35,000 (the 
typical price of a house), after which 
buyers have to raise the money from 
banks or other means.

“The share of mortgage in the country's 
GDP in Russia is 4%, in Kazakhstan 
3%, in Uzbekistan 0.4%; i.e. we see the 
potential of market growth by 10 times,” 
says Maslov.

Another problem Maslov says is that 
banks won’t offer mortgages until 

Andrey Maslov,  
Active CEO of Orient Group

Orient Group is one of Uzbekistan's three biggest corporations, playing to the country's strengths. Now it is 
getting ready to tap the international capital markets to catalyse its growth. / bne IntelliNews
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the buyer can take procession of the 
property rights. However, as many 
companies fund the construction 
by pre-selling apartments at deep 
discounts, would-be buyers cannot 
borrow to pay for the pre-pay deals.

Orient has a sister bank – not part 
of the group, but with overlapping 
shareholders – that is offering 1- to 1.5-
year loans to prospective buyers to fund 
a pre-pay deal.

There is no funding available to the 
developers either other than pre-
selling apartments, so the business is 
concentrated the hands of a few large 
firms that have the financial firepower 
to fund construction projects.

“In a typical $150mn project the 
developer will have to come up with 
$15mn-$20mn to cover the initial 
construction phase, but the rest will be 
covered by pre-sells,” Maslov explains.

Retail off square two
Another prospective business that plays 
on the booming population theme 
is retail. Orient Group has set up the 
Makro chain of supermarkets, which it 
often puts in as the anchor tenant in its 
commercial real estate developments.

The group has built, and sold, around 
eight large malls and often the anchor 

tenant is either Orieint’s Makro 
supermarket or its fashion stores.

But despite the three decades that 
have passed since the fall of the 
Soviet Union, Uzbekistan retail sector 
remains dominated by the open air 
bazaars; organised retail only accounts 
for around 5-6% of Uzbekistan retail 
turnover, compared with 25% in 
Kazakhstan and over 60% in Russia.

Currently Makro has just under 100 
stores, making it the third largest player 
on the market after Havas and Korzinka 
respectively.

“The chain has been growing very fast, 
but now we are turning to improving 
efficiency and increasing the turnover 
per square metre,” says Maslov. “We are 
competing with the bazaars that have 
no tax costs – no profit tax or VAT – but 
we need to be able to stay competitive 
on price. That means either you tolerate 
losses as you build up the business or 
you are very efficient.”

Maslov says that consumers are very 
price sensitive and cultural traditions 
are deep rooted; Uzbekistan families 
tend to buy much of their staples in 
bulk only once a month rather than 
pop out to the store when they need 
something.

“We have a lot of habits to break and 
misconceptions to overcome. For 
instance, the consumers assume that 
if products are in a store they are more 
expensive, whereas with some items 
we are cheaper than the bazaar,” says 
Maslov.

Last year the coronavirus-induced 
food price spikes provided Makro 
with a golden opportunity to persuade 
shoppers to enter their doors. Sugar 

prices became destabilised worldwide, 
soaring 75% in the markets, leading to 
hoarding and speculation. Makro kept 
its prices at the same level as always 
to make the point it is also a reliable 
source of staples.

Maslov says that Uzbekistan’s retail 
sector is 20 years behind that of 
Kazakhstan’s, which has enjoyed a head-
start thanks to its copious oil production, 

which has lifted per capita incomes ten-
fold compared to Uzbekistan’s and are 
just behind those of Russia.

But the low incomes will also hinder 
the development, as for the meantime 
all the main players are concentrating 
on the capital and largely ignoring the 
regional cities.

In the first phase of the sector’s 
development the two market leaders 
Havas and Korzinka focused on simply 
taking over the Soviet-era Universal 
Magazine (Unimags), which were the 
closest the Soviet system came to 
department stores. The two leaders have 
taken over about 90% of the Unimags, 
which means from here on in new leases 
need to be signed and space converted 
or, as Orient group has been doing, new 
shopping malls must be built.

“It is not that expensive to start a new 
supermarket. Most of the premises are 
on long-term leases, which doesn't cost 
that much, and the cost of the fit-out 
is not that high either,” says Maslov. 
“What does cost is bearing the losses 
from the store in the first months of 
operation. We have closed stores down 
fairly quickly that didn't work.”

Although Uzbekistan’s organised retail 
business is still at an early stage of 
development, the deep-seated cultural 
mores mean it will probably develop 
more slowly than those of Eastern 
Europe. In the 1990s in Russia the game 
was simply to open stores as fast as 
possible and it took almost two decades 
before profitability became an issue. 
Because of the stiff competition from 
the bazaars, in Uzbekistan profitability 
is an issue from the start.

“The main problem was poor price 
competitiveness, which was not 
justified by the quality of fruits and 
vegetables nor quality of departments,” 
trade publication EastFruit said in a 
recent report on Makro. “We suppose 
management’s main focus was on 
securing the greatest number of stores 
before it became more expensive to 
enter the market and competition 
moved in.” 

“In a typical $150mn project the developer will 
have to come up with $15mn-$20mn to cover  
the initial construction phase, but the rest will  
be covered by pre-sells”



bne  December 2022

www.bne.eu

Special Report I 49

Xalq Retail, the people’s 
supermarket

The company hopes to emulate 
the success of Russia’s leading 
supermarket chains that are at least 
twenty years ahead of Uzbekistan.

Early days of organised retail
The biggest retailers in Uzbekistan 
today are Havas, with 270 stores, 
and Korzinka, with 110 stores, 
but the latter earns more revenue 
than Havas. The multi-industry 
conglomerate Orient Group has also 
launched the Makro supermarket 
chain in 2010 that it typically includes 
as one of the anchor stores in its 
shopping mall developments.

The European Bank for Reconstruction 
and Development (EBRD) has supported 
Korzinka.uz's ambitious expansion 
plans with a $40mn investment, 
which wants to expand to 140 
stores by 2025, EastFruit reports.

A few local players are already 
established but with at most a few 
hundred outlets operating each, 
the Uzbek organised retail business 
remains wide open to new entrants.

“270 stores is nothing. Just one local 
chain in Siberia has more stores 
than that,” says Alibekov. “This 
market is still at ground zero.”

With a population of 34mn, Uzbekistan 
is already second in size to Russia in 
the Commonwealth of Independent 
States (CIS) and more populous than 
Ukraine if the pre-war economic 
migrants and war refugees are taken 
into account, although Ukraine’s 
official statistics puts it just ahead 
of Uzbekistan. And with one of the 
highest fertility rates in Eurasia, where 
most of the other countries are in 
decline, Uzbekistan’s population is set 
to overtake Poland in the next three 
years before reaching 70mn by 2050.

Although Russia remains the biggest 
market, its population is also due to 
halve in the next two decades as a result 
of its demographic problems that have 
been exacerbated by the war in Ukraine. 
Uzbekistan currently offers by far the 
most exciting retail prospects in the 
entire Former Soviet Union (FSU) region.

Xalq Retail (which means 
“People’s retail” in Uzbek) was 
only set up in 2020 and has 

10 stores but intends to become the 
leading supermarket chain in the 
Central Asian market that is home 
to tens of millions of people.

The organised retail sector in 
Uzbekistan is wide open. Most people 
continue to shop at the open-air 
bazaars that have been operating 
for literally millennia, but a growing 
middle class and rising incomes 
are fuelling a shift to Western style 
supermarkets that offer a broader range 
of goods and are more convenient, 
as they are based in built-up areas.

In other markets such as Russia, 
Belarus and Ukraine supermarkets have 
already grown into major businesses 
with at least a billion dollars a year 
of turnover, but in Uzbekistan even 
the biggest chain has no more than 
around two hundred outlets.

Xalq Retail is one of four leading 
contenders for what should become 
a very lucrative business, but it has 

a lot of work to do and some deep-
set cultural habits to overcome.

Xalq was founded by a group of  
private investors that cut their teeth 
in investing in the neighbouring 
markets. One of the investors is the 
current chairman, Ilya Yakubson,  
the former chairman of supermarket  
chain Dixy, one of Russia’s big 
four chains that was taken over by 
market leader Magnit a few years 
ago, putting him out of a job. The 
race is on, as in Russia the first 
decade of the supermarket business 
was simple a race to build out a 
comprehensive chain and capture 
as much market share as possible.

“After a long career in investment 
banking, including stints as an analyst 
with Russian Partners and [private 
equity market leader] Barings Vostok 
I came sniffing around in Uzbekistan 
and became excited,” says CEO 
Arman Alibekov, an ethnic Kazakh 
and one of the founding investors. 
“We looked at various opportunities 
– telecoms, establishing a fund, retail 
– and eventually settled on retail.”

Ben Aris in Samarakand

Uzbekistan's organised retail sector is wide open and the race is on to create a nationwide supermarket 
franchise, but cultural differences make the change from shopping in the bazaar to visiting a convenience 
store go slowly. / bne IntelliNews
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Other international retail companies 
are also being pulled in. UEA investor 
Majid Al Futtaim brought in the 
French retail franchise Carrefour to 
Tashkent in December 2020. Al Futtaim 
operates franchised Carrefour stores 
in 17 countries and already has tried 
to launched the brand in Kazakhstan 
but closed its one hyperstore after a 
year and half in 2019 due to strong 
local competition, EastFruit reports. 
Russian discount store Fix Price has also 
already come and gone after its attempt 
to enter the Uzbek market failed.

Magnum Cash & Carry, the 
largest trade and retail chain in 
Kazakhstan, has also announced 
plans to enter the Uzbek market.

Recently the French chain B1 that 
belongs to the Shiver group entered 
the market with a few stores.

Xalq Retail was set up by a group of 
international private investors and 
currently there are 12 shareholders that 
clubbed together to raise the initial 
capital to launch the chain. Now two 
years old, the company is currently 
in talks with leading international 
venture funds to raise a second 
round of financing to expand the 
chain. The ambition is to have 2,000 
stores across all Central Asia in the 
next five years and become a retail 
supermarket powerhouse in Eurasia.

Fertile ground for new business
Uzbekistan is going through a major 
transformation since President Shavkat 
Mirziyoyev took over in 2016 and 
introduced a raft of pro-business reforms, 
opening the country up to international 
investment. Despite huge progress as 
those changes started to kick in around 
2018, the economy is still stepping off 
square one as it begins what should be 
several decades of fast catch-up growth.

There are still many problems, 
but Alexander Zaitsev, Xalq’s chief 
commercial officer, says there is no 
oligarch class and that the country 
is a nation of traders with a tradition 
that stretches back to Alexander the 
Great and Emperor Tamerlane. The 
new government is pro-business 
and all power remains in the hands 
of the president, who has yet to put 
through any political reforms, but the 
business reforms are well in hand.

“It is good to be connected in 
Uzbekistan, but it is not good to be 
corrupted,” says Zaitsev commenting 
on the realities of this country in the 
midst of transition. There is still a 
powerful elite that can interfere in 
business, targeting the most attractive, 
cash-generating assets, but retail 
is low on their list of priorities.

“Retail is just too much work. It's a 
high turnover, low margin business. 

You have to fight for each quarter 
of a percent growth in revenues. 
The elite are more interested in 
the softer targets,” says Zaitsev.

“At the same time, the whole 
economy is being lifted. I’m sincere 
when I say we are on a mission to 
establish a business that is based on 
entrepreneurism and hard work. We 
are in the tax system and pay our 
taxes, which causes problems with 
landlords sometimes. But we want to 
be a model business that works for 
the betterment of the country. That 
is why it’s Xalq Retail, the People’s 
Retail, not Elite Retail or something 
else like that,” says Zaitsev.

Zaitsev argues that Uzbekistan’s 
fast growth – after dipping during 
the coronavirus (COVID) pandemic 
Uzbekistan’s GDP growth remains 
at around 6% a year – means all 
businesses are being lifted at once.

“It's the same in all Emerging Markets: 
while you are small you are ignored, 
but once you get big then the issues 
of pressure will be on the table… The 
powerful will start to attack the trophy 
assets like real estate objects, but by 
that time the economy will have grown 
and a solid layer of entrepreneurs will 
have emerged that are big enough to 
be able to push back… It is also one 
of the reasons we are reaching out to 
international investors,” says Zaitsev.

Russia went through an identical 
transformation. In the early 90s it was 
impossible to be a minority investor 
in a major Russian company, as your 
shareholder rights were ignored. But 
once the companies became large 
enough to IPO on an international 
exchange the management rapidly 
cleaned up their act and introduced 
tough corporate governance 
protections in order to boost their 
valuations. Uzbekistan is still a long 
way from that point, but after Russia 
blazed the trail the path to follow is 
pretty clear to most business leaders.

Zaitsev cut his teeth in the Russian 
retail market, but despite the relevance 
of that experience, he is also quick 
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to point out that the Uzbek market 
is very different, and highlights Fix 
Price’s failure as an example.

“The culture here is very different. In 
Russia you can sign a lease contract 
in an hour. Here you have to go to 
the landlord and drink tea, discuss 
your business plans, and they want 
to talk with decisions-makers – 
equals. It takes at least a week or 
longer,” says Zaitsev. “You want to 
go fast, but you can’t be aggressive, 
as you need to earn the respect.”

Finding and training staff to run the 
stores is another bottleneck. And the 
limited access to cash or investment 
funds also slows the pace, says Zaitsev.

However, maybe the biggest challenge 
is the cultural difference in the way 
people shop. In the Eastern European 
countries to the north, it is a relatively 
short step from shopping in the 
ubiquitous “produckti”, or corner stores, 
that can be found in every former Soviet 
city, to changing to a modern urban 
supermarket. However, in Central 
Asia people have been shopping in the 
bazaar for centuries and, moreover, 
often go to the marketing only once a 
month to stock up in bulk on staples. 
Changing to a convenience store when 
you buy what you need for the next 
few days is a big shift in mentality.

“This is also a small market. You can't 
build a business in the same way as 
the Russian businesses were built. 
I head an anecdote of a couple that 
went into one of the newbuilds, all 
shiny and posh. The couple were awe 
struck by the glitz, but then turned to 
each other and said: “Enough of the 
museum show; now let's go and buy 
something,” and left the shop. You have 
to take these cultural differences into 
account,” Zaitsev relates, emphasising 
the store build-out needs to go slowly 
as the local population get used to 
the idea of convenience shopping.

Dixy experience
Xalq’s chairman Yakubson is one of 
the most experienced retail managers 
in the Former Soviet Union (FSU). 
He scored some notable successes 

in his six years heading Dixy in 
Russia, which was owned by multi-
industry retail group Mercury.

In an exclusive interview with bne 
IntelliNews in November 2015, after 
the EU sanctioned Russia for the 
annexation of Crimea, Yakubson said 
he opened more stores in the first nine 
months of that year than in all of 2014, 
bringing the total to more than 2,600. 
But Dixy was in fierce competition 
with Russia’s two market leaders – X5 
and Magnit – that both saw revenues 
grow faster over the same period, albeit 
more slowly than expected due to the 
economic downturn at the time.

Dixy had a troubled history in 
the hyper-competitive Russian 
retail market. Having built up an 
impressive business during the boom 
years, pitching itself slightly down 
market from the leading players, 
it struggled to compete effectively 
and eventual sold to Magnit in 
2021 in a $1.3bn takeover deal.

Russia’s competitive supermarket 
business has matured and is now in the 
process of consolidating into a handful 
of leading brands that have increasingly 
been snapping up their smaller rivals 
in a series of very large M&A deals.

Dixy fought back with its own merger 
with leading alcohol retailer Bristol 

and Red & White to become the third 
largest supermarket chain in Russia 
in 2019 and also tied up with Russian 
e-commerce major Ozon to launch 
online sales a year later in an effort to 
revive flagging sales that had plagued 
the company for years during the 
four-year long recession that followed 
the 2014 oil and annexations crisis.

For most of the previous two decades 
the organised retail business had 
simply become a straight race to open 

more stores than your rivals so as 
to capture as much market share as 
possible while it was still up for grabs. 
By the second decade of this millennia 
the focus had changed to increasing 
profitability and the leading players 
began to close down their smaller 
stores as the sector consolidated.

And more recently the incumbents 
were facing increasing competition 
from the discounters, led by Fix 
Price, as real income began to 
fall thanks to President Vladimir 
Putin's focus on building up his 
Fiscal Fortress and ignoring Russia’s 
need for fixed investment.

Fix Price has burst onto the Russian 
market in the last few years, CFO 
Anton Makhnev told bne IntelliNews 
in an exclusive interview in June 
2021, forcing the incumbents to 
respond by setting up their own 
discount chains after Fix Price began 
to seriously eat into their revenues.

Fix Price also launched an aggressive 
campaign to break into the Uzbek 
market, entering with 42 stores in the 
last year. With a per capita income 
one tenth of Russia’s, Uzbekistan 
should have become a fertile field 
for the sophisticated discount chain 
that models itself on the leading US 
discounters, but it miscalculated badly, 
by ignoring the cultural differences. 

A year later there are now only eight 
branches left, all run by franchisers, 
and the company officials counts 
its own Uzbek outlets at zero.

“Customers are shy. They are price 
sensitive. They like the format, but 
you can’t rush the stores out. Our 
competitors assume the market is 
the same as it is in Russia or Belarus, 
but it isn’t,” says Alibekov. 

“It is good to be connected in Uzbekistan,  
but it is not good to be corrupted”
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looking to relocate their IT businesses 
to Uzbekistan. By becoming a member 
of the park, Sherzod Shermatov, 
Uzbekistan's Minister for Development 
of ICT, said "you are completely free 
from taxes" until January 1, 2028. The 
IT visa provided to IT workers also 
allows them almost the same rights as 
Uzbek citizens, letting them to purchase 
property. Those willing to relocate to 
Uzbekistan have substantially increased 
following Russia's invasion of Ukraine 
in February, with many Russians, 
Belarusians and Ukrainians looking 
to start a new life in Central Asia. 
It is no coincidence that the IT visa 
was launched just days after Russia's 
invasion.

Throughout history, countries have 
found themselves slaves to their 
geography, and the geographical 

prison in which the Central Asian 
nation of Uzbekistan finds itself is a 
particularly tough one. Uzbekistan is 
one of only two “double-landlocked” 
nations in the world (the other being 
the Alpine country Liechtenstein) 
and, as a result, is at the mercy of its 
neighbours, particularly the Russian 
Federation and its rail network, for 
access to the sea. Such a geographical 
predicament causes Uzbekistan severe 
logistical problems.

Geography is not destiny, however. 
In recent years, Uzbekistan has not 
only become more important as a 
transport node for Eurasia. Chinese 
high-speed rail networks are springing 
up around the country in Beijing’s 
attempt to revive the Silk Roads, 
a trade network in which empires 
based out of what is now Uzbekistan 
often played a key role. Uzbekistan’s 
government, despite its reverence of 
Amur Timur, the Turco-Mongolic King 
whose undefeated military campaigns 
subjugated much of the lands 
adjacent to the Silk Road network, is 
seeking a non-physical solution to its 
geographical predicament. Uzbekistan 
seeks to break free of the shackles of its 
geography through that global system 
of communication networks known as 
the internet.

Uzbekistan's ICT Week 2022 was a 
chance for the country to showcase 
the results of its ambitious economic 
reform programme under President 
Shavkat Mirziyoyev. The World Bank 
has stated that Uzbekistan is going 
through an "unprecedented economic 

and social transformation." Speakers 
at ICT week were quick to point to 
the facts too, with Uzbekistan now 
occupying ninth place globally in terms 
of e-government rankings, up 18 places 
from just last year, with expectations 
the country will climb even further. 
Improvements in e-government will 
also help improve transparency in 
a country that has been wracked by 
systemic corruption problems.

A key node in Uzbekistan's new IT 
infrastructure is its "IT Park", as the 
ministry of ICT Development looks to 
create attractive conditions for potential 
tech workers. Tashkent's technology 
park is a key part of encouraging those 

Uzbekistan showcases  
IT progress at ICT Week 2022  
in Samarkand

bne IntelliNews

“The World Bank has stated that Uzbekistan is 
going through an "unprecedented economic
and social transformation”
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over $526bn last year, according to 
Mordor Intelligence. About 80% of 
Uzbekistan’s IT exports currently go  
to the US. 

With Russia's invasion of Ukraine 
and the Taliban's reoccupation of 
Afghanistan, Uzbekistan's geopolitical 
importance to the United States is 
only set to grow. This, coupled with its 
position at the heart of Central Asia, at 
the centre of China's One Belt, One Road 
(OBOR) initiative and its growing young 
population, means that Uzbekistan's 
ascension from obscurity is not only 
possible but highly likely. 

at ICT Week, and the government is 
keen to capitalise on the fact. Each 
year, 30,000 graduate annually from 
IT-related courses at 58 universities 
dedicated to IT, with the number 
continuing to increase.

At the peak of Samarkand’s power 
under the Timurid dynasty, North 
America was still unknown to the 
Islamic world. Yet today Uzbekistan’s 
modern rulers see the United States 
as the goal for the country’s IT export 
market. The US accounts for the lion’s 
share of the global IT outsourcing 
market, expected to be worth as much 
as $682.3bn by 2027 – up from just 

“The future could also be bright for Uzbekistan, 
as what it lacks in geography it makes up with  
in demography”

It appears that the results are already 
starting to show, with the export of 
residences having risen twelvefold, 
the number of foreign companies 
growing tenfold (from 12 to 132 in 
2019) and the volume of IT services 
increasing sixfold. Officially employed 
IT workers have climbed from 4,584 in 
2019 to 13,500 in 2022. The export of 
IT services has also increased by five 
times, with some speculating that the 
government's target of $1bn worth of 
IT exports by 2028 (up 50 times from 
2021) could be within reach.

The future could also be bright 
for Uzbekistan, as what it lacks 
in geography it makes up with in 
demography. Uzbekistan, and Central 
Asia generally, is the area of the 
former Soviet Union that has seen its 
population increase since 1991, with 
demographic growth and a young 
population looking to stay stable 
in the new future. This point was 
highlighted several times by speakers 

Uzbekistan showcases IT progress at ICT Week 2022 in Samarkand / bne IntelliNews
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Hungary faces risk of severe economic 
instability if it does not get frozen  
EU funds, warns Oxford Economics

The Hungarian economy is 
being hit by a “perfect storm 
of shocks” and the “risks of 
a more severe scenario are 

rising”, Oxford Economics warned in  
a research paper on November 17.

Hungary is experiencing the highest 
inflation in the EU outside the Baltic 
States, the worst depreciating currency 
in the bloc, and the prospect of 
recession next year.

The country’s position is weaker than its 
Central European neighbours because 
of its high fiscal and external deficits, 
and its bigger foreign currency external 
debt load, all of which are contributing 
to the deteriorating sentiment towards 

Robert Anderson in Prague 

the forint, which has lost 13% of its 
value so far this year.

“Hungary's swelling external imbalance 
– the current account deficit is wide 
(currently over 6% of GDP) – makes the 
economy especially vulnerable to this 
kind of shock. And Hungary's external 
debt denominated in US dollars and 
euros is higher than in its peers, 
meaning that currency depreciation 
hits it disproportionately,” Oxford 
Economics says.

The dire economic picture is a telling 
verdict on the economic model followed 
by Prime Minister Viktor Orban’s radical 
rightwing government over the past 12 
years, and most recently the big boost 

to spending before this spring’s general 
election. Orban came to power in 
2010 as a reaction to the 2007-9 global 
financial crisis but after some years of 
decent growth “Orbanomics” now looks 
like plunging the country back into 
crisis.

“If a number of catalysts – especially the 
cut-off of some EU funding – crystallise, 
Hungary could enter a period of 
macroeconomic instability not seen 
since 2008,” the consultancy said.

According to this crisis scenario, Oxford 
Economics predicts there would be a 
recession of 1.3% of GDP in 2023, GDP 
growth would remain weak into 2025, 
while inflation will not be back within 

Hungary is experiencing the highest inflation in the EU outside the Baltic States, the worst depreciating currency in the bloc, and the prospect of recession next year.
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the  central bank’s target range before 
2027. This could also force the bank to 
raise interest rates by a further 300 bps.

The government is anticipating a 
recession of 1-2% next year. The wiiw 
is predicting a 1.2% recession. The 
European Commission is currently 
predicting a 0.1% recession next year 
for Hungary, but said its forecast was 
"fraught with downside risks". 

There is a strong risk of a hard landing 
if Hungary cannot get its hands soon on 
some €5.8bn of EU money in Recovery 
and Resilience (RRP) funds and €7.5bn 
from the Cohesion Fund, which have been 
frozen because of the Orban regime’s 
violations of the rule of law. The funds 
are crucial to investment financing.

Hungary has been given until 
November 19 to implement most of the 
remedial measures to address concerns 
over the misuse of EU funds. Unless it 
wins approval for the release of the RRP 
funds by the end of the year, it will lose 
70% of them.

Following concessions by the 
government, there are now growing 
signals from Brussels that the 
Commission is getting ready to release 
at least some of the funding, which 
amounts to 6% of Hungarian GDP.

“Striking a deal with the EU and getting 
the macroeconomic policy mix right in 
the coming months will be critical to 
the economy's short-to-medium-term 
outlook," Oxford Economics says.

A final decision is expected on 
December 6. Yet even if the European 
Council approves the release of the RRF 
funds, they would still be disbursed via 
tranches linked to specific milestones 
to avoid a repeat of Hungary’s endemic 
backsliding.

“Securing EU money would be 
instrumental in limiting the chances of a 
severe downturn scenario materialising, 
as it would bolster the exchange rate 
and support capacity-enhancing 
investments. But even if the recent talks 
and signals of concessions coming from 
government officials warrant cautious 

optimism, this alone will not negate a 
(very) hard landing scenario completely,” 
warns Oxford Economics.

Inflation hit 20.1% in September and 
Oxford Economics warns that there is 
now a risk of inflationary expections 
“fully deanchoring” in a wage-price 
inflation spiral, hitting asset prices 
and amplifying economic instability. 
The consultancy points out that in 
September inflation grew more month-
on-month (4.5%) than the central 
bank’s target for annual inflation (3%).

Inflation has been largely driven by the 
depreciating forint and rises in energy 
prices as the government scales back 
its hugely expensive caps on prices. But 
Oxford Economics says that domestic 
demand factors such as the tight labour 
market and spending from accumulated 
savings are also pushing core inflation. 
This remains elevated despite big rises 
in central bank interest rates, which 
have now hit 13%, with the one-day 
deposit rate at 18%.

The external deficit has also been 
propelled by both rising fuel bills and 
overheated domestic domand. The 
deficit grew to around 6.2% of GDP in 
August and is expected to deteriorate 
further, likely surpassing 8% of GDP in 
2023, substantially above its CEE peers 
(Poland 4.3%, Czechia 6.8% of GDP), 
then narrowing only gradually, the 
consultancy forecasts.

Hungary is still burdened by elevated 
external debt. In Q2 2022, debt was 
equal to 82% of GDP, well above Czechia 
(around 30%), Poland (51%) and 
Romania (46%). Three quarters of the 
external debt (some 62% of GDP) is also 
in hard foreign currencies, worsening 
the vulnerability of household and 
company debtors to the depreciating 
exchange rate.

Oxford Economics says that, given the 
already high interest rates, the central bank 
should continue to focus on alternative 
tools, and most of the heavy lifting should 
be done by fiscal policy. “Much more will 
need to be done especially on the fiscal 
side to avoid permanent damage to the 
economy,” it says.

“Despite a push to cut some 
expenditures (mostly on the investment 
side), the fiscal deficit is likely to 
surpass 5% of GDP this year, with little 
improvement seen in 2023, not least 
due to high import gas prices locked-in 
in the latest bilateral deal with [Russian 
gas giant] Gazprom.

"The situation is being worsened by the 
fact that the Hungarian government has 
excessively subsidised retail energy. And 
while withdrawing all remaining support 
at once is likely politically unfeasible due 
to the high social cost, at the very least 
Orban's government needs to provide a 
clear path for fiscal tightening, and then 
follow through on it,” it says. 

Hungary: Severe downside scenario

Source: Oxford Economics/Haver Analytics
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On election day, Pirc Musar praised her 
team. “I am proud of my staff, all the 
volunteers, and a little bit of myself, 
of course. I am satisfied, thank you 
all very much. I look forward to new 
challenges,” Musar said in a tweet.

Pirc Musar announced her candidacy in 
June 2022. She entered the presidential 
race saying she believed that her 
experience, knowledge and activities 

in public life would serve the state's 
interests. She said she will not be silent 
about irregularities.

Pirc Musar highlighted the topics of 
human rights, the fight against the 
poverty, giving opportunities to young 
people and respecting the elderly.

She is married to businessman Ales 
Musar and has one son.

Outgoing President Pahor said that he 
was looking forward to working with 
his successor. Golob also announced 
that he will meet with the newly elected 
president before she or he takes office. 

Nearly 1.7mn voters were eligible to cast 
a vote, of which 107,107 have permanent 

residence abroad. More than 3,000 
polling stations were open between 7am 
and 7pm in the second round.

The mandate of the new president will 
begin on December 23, but Pirc Musar 
is expected to be sworn in before the 
National Assembly before that date.” 

Natasa Pirc Musar elected first female 
president of Slovenia

Slovenian voters elected the first 
female president of the country, 
independent candidate Natasa 

Pirc Musar, in the second round of the 
presidential elections on November 13. Pirc 
Musar defeated the rightwing politician 
and former foreign minister Anze Logar.

The results of the state election 
commission showed that after 98.3% of 
the votes were counted, Pirc Musar won 
54% of the votes versus 46% for Logar. 
The turnout was around 52.6%.

Pirc Musar will replace Borut Pahor, 
who served two five-year mandates as 
president. The role of the president in 
Slovenia is mostly ceremonial, but the 
head of the state is commander-in-chief 
of the army and also nominates top 
judiciary officials, as well as the central 
bank governor.

"I'm really happy, thank you once again 
to all voters for voting for me," Natasa 
Pirc Musar was cited by broadcaster 
RTV Slovenia after the partial results 
were announced.

In the first round on October 23, 
46-year-old economist Logar gathered 
the largest share of the votes (34%) and 
Pirc Musar also qualified for the second 
round with 26.9% of the votes. Logar is 
a member of the opposition Slovenian 
Democratic Party (SDS) led by former 
PM Janez Jansa, but entered the race as 
an independent candidate.

In the second round, Pirc Musar was 
supported by the ruling parties led by 
PM Robert Golob's Freedom Movement.

Pirc Musar is a 54-year-old lawyer, 
former journalist and TV presenter, 
and ex-president of Slovenia’s Red 
Cross. Her law firm Pirc Musar & Lemut 
Strle represented former US first lady 
Melania Trump, during her husband's 
US presidency.

bne IntelliNews

Natasa Pirc Musar

“Pirc Musar is a 54-year-old lawyer, former 
journalist and TV presenter, and ex-president  
of Slovenia’s Red Cross”
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thousands, which is lot less than 
the first one attended by a crowd 
of 70,000 which had taken many 
seasoned analysts by surprise. Like the 
subsequent “Czech Republic First” rally 
held on another Czech public holiday 
on September 28, organisers demanded 
Czechia take a neutral stance towards 
Russia, leaves Nato and the EU, and 
agrees new contracts for imports of 
cheap Russian gas.

The presidential candidate of the 
pro-Russian Czech Communist 
Party Josef Skala was collecting 
signatures necessary to run in the 
race and so was former head of the 
Czech energy regulator’s office Alena 
Vitaskova. Actor Ivan Vyskocil told 

Ukraine's first lady Olena Zelenska addressed the crowd at the pro-Ukraine rally on Sunday. / bne IntelliNews

“As long as people around the world won’t close 
their eyes over the war then our light shall  
never be extinguished”

Czech holiday weekend sees  
a clash of demonstrations  
over Ukraine

A third far-right rally in Prague's 
Wenceslas Square organised 
by pro-Russian and antivaxxer 

activists called again for the resignation 
of Prime Minister Petr Fiala’s cabinet 
on Friday October 28, the day of the 
national holiday commemorating the 
founding of Czechoslovakia in 1918.

But it was smaller than the previous 
rallies and was followed by a slightly 
larger demonstration “against fear”  
and in support of Ukraine on Sunday 
during which Ukraine's first lady  
Olena Zelenska addressed the crowd.

The comparison between the two 
demonstrations may indicate that 
liberal forces are beginning to push 
back against the populist forces that 
are trying to exploit the cost of living 
crisis, and that the Czech public is not 
yet tiring of supporting Ukraine in its 
defence against Russian aggresssion or 
the costs that this entails.

Police estimated the Friday rally 
was attended by the lower tens of 

the demonstrators that even after the 
Soviet-led invasion of Czechoslovakia 
in 1968 the situation had not been as 
bad, because “electricity power plants 
were ours, water was ours, breweries 
were ours, Skoda Auto was ours”.

The crowd that attended the Sunday 
demonstration in support of Ukraine 
was described by public media as 
containing several tens of thousands 
and police tweeted that “according to 
our estimate lower tens of thousands of 
participants” were at the square. They 
were addressed through a video link 
by Zelenska, who thanked Czechia for 
supporting her country.

“As long as people around the world 
won’t close their eyes over the war then 
our light shall never be extinguished”, 
she said and added that Russia literally 
wants to “take away the light from us, to 
freeze us, to frighten us”, highlighting 
that Russia is waging a war against 
mothers and children.  

Several Czech artists and civic 
leaders also addressed the crowd 
on Sunday and politicians from the 
ruling coalition parties were seen in 
the crowd or posted pictures from 
the demonstration on social media, 
including Senate President Milos 
Vystrcil and Pirate Party leader and 
Minister of Regional Development  
Ivan Bartos.

The demonstration was organised by 
the Million Moments for Democracy 
NGO, which organised the largest 

mass demonstration in the history of 
Czechia in 2019 against the rule of the 
then populist premier and billionaire  
Andrej Babis and his ANO party.  
Some a quarter of a million people  
had attended that demonstration. 

Albin Sybera in Prague



58  I Southeast Europe bne  December 2022

www.bne.eu

on Ukraine, the Western Balkans and 
Iran, according to his tweet.

“We presented a proposal which should 
be discussed. It is a good way out of 
[the] situation,” Borrell said.

He was referring to the new French-
German proposal for solving the dispute 
between Serbia and Kosovo.

Borrell again called on both sides to ful-
fil their commitments and implement 
past agreements.

EU foreign policy chief says Serbia and 
Kosovo are on the edge of conflict
Valentina Dimitrevska in Skopje

EU High Commissioner Josep 
Borrell said on November 14 that 
Kosovo and Serbia are on the 

edge of another conflict and called on 
both sides to work on finding a solution.

A few days ago, Borrell met Serbian 
President Aleksandar Vucic and 
Kosovo’s Prime Minister Albin Kurti in 
Paris to discuss possible progress in the 
EU-mediated normalisation dialogue. 
Tensions in northern Kosovo escalated 
after Serbs there decided to abandon 
the state institutions in protest against 
the authorities’ insistence on continu-
ing with re-registration of cars with 
Serbian plates.

“We have to go out of the crisis mode 
and look for a structural approach,” 
Borrell told reporters before the Foreign 
Affairs Council meeting, which focused 

In the meantime, Kosovo’s President 
Vjosa Osmani called extraordinary 
elections for mayors in four 
municipalities in northern Kosovo, 
North Mitrovica, Zubin Potok, Leposavic 
and Zvecan for December 18, after 
ethnic Serbs resigned.

Kosovo seceded from Serbia in 
2008 and it is still not recognised 
by Belgrade as a separate country. 
Pristina and Belgrade are engaged in an 
EU-mediated dialogue which so far has 
not brought significant progress. 

Serbian military vehicles driving towards the border with Kosovo. / bne IntelliNews

“We have to go out of the crisis mode and look  
for a structural approach”
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At least six people were killed 
and 81 were wounded after 
a late afternoon explosion 

rocked Istanbul’s popular pedestrian 
thoroughfare Istiklal Avenue on 
Sunday November 13. Speaking at a 
news conference in Istanbul not long 
after the blast, Turkish President Recep 
Tayyip Erdogan condemned what he 
described as a "vile attack" and said  
"the smell of terror" was in the air.

In early October, anticipating violence 
ahead of Turkey’s parliamentary and 
presidential elections scheduled for 
next June, bne IntelliNews reported on 
a suicide attack claimed by the People’s 
Defence Forces (HPG), a unit of the Kurd-
istan Workers’ Party (PKK), in Turkey’s 
Mediterranean city of Mersin, under the 
headline “Suicide attack in Turkey awak-
ens ghosts that promise violence ahead 
of elections.” The article described how 
previous election seasons in Turkey have 
been marked by bomb attacks. 

An Al Jazeera reporter, reporting from 
Istiklal Avenue, said the suspected 
female bomber reportedly dropped a 
bag of explosives in the middle of the 
street packed with civilians, and it deto-
nated a few minutes after she left. She 
added that officials were stating that 
they believed that she was a member 
of the outlawed PKK. “I learned from 
my sources that the other two suspects 
are two very young men who were born 
after 2000,” she also said.

Some witnesses said the bomb went 
off near a large Mango clothes store on 
the street. Two of the injured were in a 
critical condition, officials said.

The blast happened around 16:20 local 
time.

BBC correspondent Orla Guerin, who 
was in the area of the explosion, said 
many shopkeepers standing in their 
doorways on the normally bustling 
street looked stunned.

"People were running in panic... There 
was black smoke. The noise was so 
strong, almost deafening," one eyewit-
ness, Cemal Denizci, told AFP.

Istiklal Avenue was previously targeted 
by a suicide bomber in March 2016. That 
attack killed five people and injured 36. 
Turkish police later said the bomber had 
links to Islamic State. July 2016 brought 
an attack on Istanbul Ataturk Airport in 
which terrorists armed with guns and 
bombs killed dozens.

Erdogan spoke about the bombing 
shortly before departing for Tuesday 
November 15’s G20 summit in Bali. It 
was a “treacherous attack”, he said, add-
ing that investigations were continuing 
but initial reports indicated an act of 
terrorism. “The first information pro-
vided to us by the [Istanbul] governor 
suggests this was an act of terrorism. 
We detected that a woman played a role. 
The work continues,” he said.

Turkey’s media ombudsman RTUK, 
meanwhile,  placed a temporary ban on 
reporting on the explosion. The move 
stopped broadcasters from showing the 
moment the blast struck or the immedi-
ate aftermath. The regulator said the 
move was made “to avoid broadcasts 

Bombing in heart of Istanbul kills at least six
bne IntelIiNews

that may create fear, panic and turmoil 
in society and may serve the purposes 
of terrorist organisations”. Social 
media users said access to Twitter was 
throttled.

NetBlocks, which monitors internet 
freedoms, reported network data that 
showed the Turkish authorities were 
throttling and restricting access to social 
media platforms including Twitter, Insta-
gram, YouTube and Facebook in the wake 
of the attack. “Access to information is 
vital in times of emergency. Research 
shows that social media restrictions 
increase misinformation after secu-
rity incidents and attacks,” NetBlocks 
founder, Alp Toker, wrote on Twitter.

Turkey’s parliament lately passed a con-
troversial “disinformation” law. Social 
media users or journalists can be jailed 
for up to three years if found in breach 
of the legislation.

RTUK head Ebubekir Şahin issued a 
warning against disseminating misin-
formation about the attack. “We are fol-
lowing the developments closely. Please 
do not rely on information from unclear 
sources. Let’s get information from 
reliable sources. Let’s not spread false 
information unknowingly,” he said. 

CCTV footage captured moments before the explosion suggested it originated from a bag left on a bench. 
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 PROFILE 
Edi Rama, the Albanian PM who took  
on the UK government over migration

Clare Nuttall in Glasgow

As a political storm raged in the 
UK over migration after the 
firebombing of a migrant centre 

and the right-wing press whipped their 
readers up into a frenzy about illegal 
Albanian immigrants, Albanian Prime 
Minister Edi Rama weighed into the 
debate on November 2, taking British 
government ministers to task for 
scapegoating Albanians for what he 
said were their own failings. 

In typically outspoken and eloquent style, 
Rama – a prolific poster on social media – 
took to Twitter to accuse UK politicians of 
ignoring the facts. "Targeting Albanians 
(as some shamefully did when fighting 
for Brexit) as the cause of Britain’s crime 
and border problems makes for easy 
rhetoric but ignores hard fact. Repeating 
the same things and expecting different 
results is insane (ask Einstein!),” Rama 
wrote on Twitter.

He compared the British approach 
unfavourably to Germany’s, making 
the same point a day later when he was 
asked about the issue at a joint press 
conference with German Chancellor 
Olaf Scholz and European Commission 
President Ursula von der Leyen. 

“[I]nstead of igniting a mad narrative 
of invaders and gangsters to cover up 
completely failed border and crime 
policies, British representatives should 
come to Germany and quickly learn and 
fix their own problems,” he said, going on 
to explicitly link the problems the UK is 
having controlling its borders to Brexit. 

“If there is a problem in the Channel 
between France and the United 
Kingdom, let them find a solution, let 
them try to solve it. I know that Brexit 
has made such a thing more difficult, 
but this was the decision of the British 
people, not of the Albanian or French 

people … we must not accept this kind 
of rhetoric at all.”

Not mincing his words, he added:  
“To target a community and talk about 
gangsters and criminals doesn't sound 
very British. It sounds more like a 
scream from a madman.” 

Rama’s outburst against the UK 
government was nothing new. His 
unconventional appearance – among 
suited international peers he stands out 

for his casual yet flamboyant style – is 
matched by his willingness to voice his 
opinion. He previously took on the EU 
over both the slow enlargement process 
and the failure to support aspiring 
members in the Western Balkans when 

every nation was scrambling to secure 
coronavirus (COVID-19) vaccines. 

The vaccines issue clearly still rankles; 
only last month he talked of Albania’s 
"terrible experiences” with the EU 
when the pandemic started. “In the 
first round of vaccination, we were 
completely forgotten,” he said. 

Artist, basketball player, politician
Like many of today’s leading politicians 
in Southeast and Central Europe, Rama 

was a critic of the communist system. 
He was born during the Cold War, when 
Albania had arguably the most hardline 
and definitely the most isolated regime 
in the communist bloc. 

In the deeply polarised political environment in Albania, Prime Minister Edi Rama and his Socialists have 
retained the upper hand for the last nine years.

“To target a community and talk about gangsters 
and criminals doesn't sound very British.  
It sounds more like a scream from a madman”
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A talented artist who also played 
basketball for Albania’s national team, 
Rama became part of the movement 
pushing for democratic reforms, led by 
the Democratic Party, which briefly in the 
early 1990s looked like it might be the 
country's democratic future. However, 
he clashed with the movement’s leader 
Sali Berisha; three decades later the two 
are still rivals, with Berisha now back in 
charge of the party, which is the main 
opposition to Rama’s Socialists, the 
successor to the Communist Party. 

Rama left Tirana for Paris, but returning 
to Albania for his father’s funeral he was 
offered a position in the cabinet of then 
prime minister Fatos Nano. He became 
Albania’s Minister of Culture, Youth and 
Sports in 1998, then was elected mayor 
of Tirana two years later. 

When Nanos resigned as leader of the 
Socialists after losing the 2005 general 
election, Rama took over. He sought to 
reorientate the party by reaching out 
to Albanians beyond the traditional 
Socialist support base, an approach 
that followed that of Tony Blair’s New 
Labour in the UK (years later, Blair’s 
consultancy was employed to advise 
Rama’s government). 

Under Rama, the party made a 
comeback in 2013 and has been in 
power ever since.

A new broom 
After a series of corruption scandals 
under previous governments, the 
Socialists announced a wide-reaching 
campaign against corruption and the 
informal economy, reforms to the 
energy sector, as well as a concerted 
effort to tackle drug cultivation. 

This paid off quickly; shortly after a high-
profile military operation at Lazarat, 
dubbed Europe’s ‘marijuana mountain’, 
Albania was granted EU candidate 
status, despite concerns on the part of 
member states such as the Netherlands. 
As the government aimed to progress to 
accession negotiations, this was followed 
by the launch of deep judicial reforms. 

The reforms led to an upturn in 
Albania’s performance on Transparency 

President and parliament locked in power 
struggle to control Montenegro

Thousands of Montenegrins protested on November 8 against the 
parliament’s decision to change the law on the president, limiting his 
powers. They also demanded an early election instead of a new government.

The protests, organised by President Milo Djukanovic’s former ruling 
Democratic Party of Socialists (DPS), were the latest move in the power 
struggle between Djukanovic and the new majority in parliament. 

Montenegro is going through the deepest political crisis in decades as Djukanovic 
is refusing to give a mandate to Miodrag Lekic of the civic Demos party to form  
a government despite his nomination by 41 out of 81 MPs. Djukanovic claims 
this parliament should be dissolved and an early vote should be called.

A coalition of 20 parties is trying to force the president to give the mandate 
to Lekic. As part of these efforts, the MPs of the coalition amended the 
law earlier in November, claiming the changes would bring clarity to the 
duties of the president and would put an end to the current political crisis by 
forcing Djukanovic to give a mandate to form a government to the candidate 
proposed by the ruling majority.

However, Djukanovic as expected vetoed the changes and the parliament 
now has to vote on them again.

Under the amendments, the president is obliged to propose a prime 
minister-designate if the candidate has the support of 41 MPs in parliament. 
In case no such majority is formed, the president has to organise a second 
round of consultations with political parties and propose another candidate.

A majority of at least 41 MPs can sign a petition to propose a prime minister-
designate if the president refuses to nominate a candidate.

According to the constitution, the president can propose a prime minister-
designate only with the signed support of at least 41 MPs.

The protesters, around 15,000 according to the organisers, carried  
banners reading ‘Stop spreading hatred’, ‘We no longer have a choice – 
we want elections’, ‘For the EU’ and shouted offensive slogans against 
Montenegro’s outgoing Prime Minister Dritan Abazovic and Serbian 
President Aleksandar Vucic.

“We must restore order and institutional strength, get back on the European 
path. This is a fight for the right to a decent life. Let us have elections, 
for the people to have their say, so we can get Montenegro back on the 
European path after elections. We have just started and we will not stop until 
each one of the goals is achieved,” DPS member Danijel Zivkovic said during 
the rally as quoted by N1.

“We exist and we are a lot. And there is Montenegro. Free, civil, multiethnic, 
independent. And there will be Montenegro. European. And there will be us. 
Whenever it is necessary,” Djukanovic wrote on Twitter on November 9.

Denitsa Koseva in Sofia
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International’s annual Corruption 
Perceptions Index. In recent years, 
however, Albania’s performance has 
tailed off; in this year’s index it dropped 
six places compared to 2021. 

Rama’s government has been repeatedly 
criticised by the International Monetary 
Fund (IMF) and other international 
financial institutions (IFIs) for the use 
of public-private partnerships (PPPs). 
While the government used PPPs to 
mobilise private investment for much 
needed infrastructure projects, many 
of the projects were unsolicited and of 
questionable value.

Similarly, the record on fighting drug 
cultivation since 2014 has been patchy, 
and several interior ministers have had 
to step down because of alleged links to 
drug trafficking.

'Beautiful victory' or 'election massacre'
In the deeply polarised political 
environment in Albania, Rama and 
his Socialists have retained the upper 
hand. This was confirmed in April 
2021, when – following an election 
period that several times erupted into 
violence – the party won a resounding 
victory that gave it an unprecedented 
third consecutive term in power. 

Rama talked of the party’s “beautiful 
victory”, and outlined plans in his 
victory speech to turn Albania into the 
Balkan champion for tourism, energy 
and agriculture. He also appointed the 
world’s most female-dominated cabinet; 
over 70% of Rama’s new government 
were women, including the heads of 
the ministries of finance, energy and 
foreign affairs.

Opposition leader Lulzim Basha, 
meanwhile, condemned the electoral 
“massacre”. Some of the opposition’s 
criticisms were backed up by 
international observers, who reported 
that members of the ruling party 
had taken advantage of their official 
positions during the campaign ahead  
of the general election. 

A major scandal erupted when it was 
revealed that the Socialists had created 
a database containing the personal data 

of Albanian citizens, using data from 
state institutions. That included data 
on citizens' employment history, their 
religious beliefs, tax returns, telephone 
numbers, email addresses, social 
security numbers, sexual orientation 
and medical records. It also emerged 
that each and every Albanian citizen 
was under the “patronage” of a trusted 
Socialist Party member, reportedly 
called “patronagists”, tasked with 
keeping an eye on the people they had 
under their “patronage”. 

Opposition disarray 
The Socialists have been helped by 
the disarray of the opposition. Under 
former Tirana mayor Basha, the 
Democrats failed twice to dislodge 
the Socialists in the general elections 
in 2017 and 2021, while the Socialist 
League for Integration’s presence in 
Parliament has slumped to only four 
seats. Within the Democrats, the last 
election defeat was followed a very 
public struggle for power between 
Basha and Sali Berisha, culminating 
in Berisha’s supporters storming the 
party’s own headquarters. Berisha,  
who is sanctioned by the US for 
corruption, has since then taken  
over the party. 

A recent poll showed that Rama 
remained the country’s most popular 
politician as of October – albeit with only 
40.6% support, which was outweighed 

by the 56% of respondents with a 
negative opinion of him. However, other 
politicians performed even worse, and 
the poll also revealed that Albanians are 
overwhelmingly pessimistic about the 
way their country is going. 

Despite strong growth in recent 
years, high poverty levels and sharp 
discrepancies between the haves and 
have nots, combined with large-scale 

emigration, remain some of the biggest 
challenges for Albania. 

International profile
While pursuing EU accession, Albania 
was one of the co-founders of the 
so-called ‘mini-Schengen’, later named 
Open Balkan, along with Serbia and 
North Macedonia, with the aim of 
creating a regional free market for 
goods, services and labour. 

The initiative hasn’t yet managed to win 
over the other three Western Balkan 
states, Bosnia, Montenegro and Kosovo, 
with whose leader, Albin Kurti, Rama 
reportedly has a strained relationship. 
Open Balkan also caused the Albanian 
opposition to criticise the prime 
minister for working with Vucic.

In the broader international sphere, 
Rama’s Albania has become more 
prominent – and not just because of the 
prime minister’s readiness to voice his 
opinions. Rama was one of only a handful 
of non-EU leaders chosen to speak at 
the launch of the European Political 
Community (EPC) in September. (Albania 
most likely benefited from Serbia, the 
biggest economy in the Western Balkans, 
being rendered toxic by its refusal to 
impose auctions on Russia.)

Albania is also one of the non-
permanent members of the UN 
Security Council for 2022-23, a 

critical period for the international 
community given the geopolitical 
context. Rama will also be the host of 
the next Berlin Process summit – the 
reason why he got to share the stage 
with von der Leyen and Scholz and 
expand on his thoughts on Britain’s 
migrant policy. From being one of the 
poorest nations in Europe and the most 
isolated, Albania is now punching well 
above its weight internationally. 

“In the deeply polarised political environment in 
Albania, Rama and his Socialists have retained 
the upper hand”
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Vlad Plahotniuc, the Moldovan 
oligarch who ruled from 2017 to 
2019 through his political vehicle 

the Democratic Party, has announced 
plans to organise a political force with the 
aim of taking back power in the country.

Plahotniuc was forced to flee the country 
by an unexpected alliance formed by the 
pro-EU Party of Action and Solidarity 
(PAS), which is currently in power, and 
the Socialist Party (PSRM), in June 2019

He announced his political comeback 
after the United States Treasury through 
its Office of Foreign Assets Control (OFAC) 
imposed sanctions on nine individuals 
including Plahotniuc, on October 26. This 
means Plahotniuc's assets in the US were 
frozen – but not whose in other countries.

The US authorities designated Plahotniuc 
“for bribing law enforcement officials, 
reflecting his longstanding efforts to 
capture and corrupt Moldova’s judicial 
and law enforcement institutions while 
using his wealth and political influence to 
undermine political rivals and rule of law 
in the country.”

These are harsh words, but they are 
rather broad and general terms that 
still have to be proven by the Moldovan 
prosecutors who speak of $100mn 
siphoned off “in favour of” Plahotniuc 
from private Moldovan banks.  

“The period of tolerance has ended for 
the anti-Plahotniuc governments. They 
demonstrated everything they could. Now 
it's my turn to organise a political team 
again, to return to power and demonstrate 
how to lead a country in times of crisis and 
how to rule efficiently and with concrete 

results,” Plahotniuc said in an interview 
given to Tribuna.md on October 28.

Plahotniuc's return – to politics and the 
media, but not necessarily to the country 
– coincides with a visible deterioration of 
public sentiment in Moldova, driven by 
economic hardship. Inflation exceeded 
30% y/y and energy prices are still rising.

The rallies against the government 
continued on the weekend of October 
29-30, organised by the fugitive 
businessman Ilan Shor and, separately, 
by the Communist Party (the two 
opposition forces claim that they are 
operating independently).

The Anticorruption Prosecution Office 
(PA) sent to court a first file against 
Plahotniuc at the beginning of September. 
Recently, the Constitutional Court cleared 
the file, rejecting the objections by 
Plahotniuc’s lawyers as regards a new 
law allowing trials in absentia.

There is a 30-day arrest warrant on the 
name of Plahotniuc, issued by Moldovan 
judges in May 2020. 

Interestingly, the file against Plahotniuc 
was announced for the first time in May 
2020 by the suspended head prosecutor 
of Moldova, Alexandr Stoianoglo. 
Stoianoglo was suspended from the post 
last autumn by prosecutors backed by 
President Maia Sandu’s PAS.  

"We have indisputable evidence, which 
indicates that the citizen Plahotniuc is 
the beneficiary of the money, obtained in 
the form of a loan from Savings Bank of 
Moldova (BEM), through the Shor group 
[of companies], consequently covered by 

the financial resources of the National 
Bank, in total, over $100mn," Stoianoglo 
stated at that time.

Stoianoglo is now judged for three counts, 
among which the most relevant is related 
to dropping the accusations against 
Veaceslav Platon – one of Plahotniuc’s 
rivals and a businessman allegedly 
involved in Moldovan bank frauds and 
the Russian Laundromat. Given the 
circumstances, the prosecutors may now 
be more interested in hearing Platon's 
statements against the former Democrat 
leader Plahotniuc. 

Sandu has so far avoided dismissing 
Stoianoglo, even after her PAS prepared 
all the legal pre-requisites for this. Sandu 
said she was waited for the court ruling.

Notably, Platon was not designated by 
OFAC as a subject of sanctions, along 
with Plahotniuc and Ilan Shor (the main 
targets of the sanctions, besides some 
Russian consultants of former president 
Igor Dodon). Platon has constantly 
accused Plahotniuc of being behind the 
major bank frauds that surfaced in 2015. 
He was convicted by Moldovan judges, in 
2017, for alleged bank frauds amounting 
to around MDL800mn (€60mn) during 
the regime of Plahotniuc, who, according 
to OFAC, “has bribed law enforcement 
officials … while using his wealth 
and political influence to undermine 
political rivals.”

Currently, the arrest warrant issued 
for Platon by Moldovan judges is 
based on the request of some Russian 
prosecutors investigating the Moldovan 
businessman for his alleged involvement 
in the Russian laundromat. 

Vlad Plahotniuc was Moldova's most powerful 
politician from 2017 to 2019. www.shutterstock.com

Moldovan oligarch Plahotniuc 
announces political comeback

Clare Nuttall in Glasgow
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"Ukraine fatigue” amongst 
Kyiv’s Western allies is 
building as the war drags on 

fuelling both a cost of living crisis and 
an energy crisis, but Western aid to the 
embattled country is still far from halting.

“Ukraine fatigue is a real thing for some 
of our partners,” one US official told the 
Washington Post.

The US also admitted that Ukrainian 
President Volodymyr Zelenskiy risks 
increasing Ukraine fatigue if he 
continues to reject proposals by the 
Russian side to start peace negotiations 
out of hand, The Guardian reports.

The Kremlin has recently been 
signalling that it is willing to resume 
talks that last broke up without 
result in March, although they came 
tantalisingly close to a deal.

House has been in contact with the 
Kremlin in recent weeks, saying it is in 
the interest of the US to stay in touch 
with Russia, adding that the US is "clear-
eyed about who we are dealing with," 
the BBC reported on November 7.

The Wall Street Journal reported 
recently that Sullivan had held secret 
discussions with Russia’s Security 
Council Secretary Nikolai Patrushev and 
senior Kremlin foreign policy aide Yuri 
Ushakov in recent months.

China has also been approached by 
Western powers to “use its influence” 
on Russia to dissuade it from using a 
tactical nuclear weapon in Ukraine. 
The US has said that if the Kremlin 
resorts to a nuclear strike it would have 
“catastrophic consequences for Russia,” 
but has remained vague on the details. 
Analysts speculate that the US would 

Ukraine fatigue builds, but Western 
support for Kyiv unlikely to falter soon
Ben Aris in Peterborough

More recently Ukraine has taken a hard 
line on talks with Russia. Last month 
Zelenskiy signed a law that forbids 
negotiations with President Vladimir 
Putin, saying that Bankova (the 
presidential seat) will “wait for another 
president” to start peace negotiations.

Western tensions and fatigue
Both trans-Atlantic tensions and those 
within the EU have been growing as 
problems caused by the war in Ukraine 
increasingly spill over the border.

East-West diplomatic relations have 
almost come to a halt since the invasion 
began at the end of February, but back 
channel conversations continue after 
President Putin threatened to use 
nuclear weapons in the conflict.

US National Security Adviser Jake 
Sullivan confirmed that the White 

The rising cost of the war in Ukraine is feeding a growing fatigue amongst some of Ukraine's supporters and the US has told Kyiv it should reconsider its hard 
line of no peace talks with Putin. / bne IntelliNews
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Currently the bulk of the funding 
for both weapon supplies and the 
Ukrainian budget has been provided 
by the US. Ukraine’s economy has 
been wrecked by the conflict. Banks 
reported this week that they have 
made only 14% of the profits they 
made in the same period a year ago 
and the economy has largely come to 
a standstill. The official forecast for 
this year is for a 35% contraction of 
the economy, but after Russia targeted 
and destroyed some 40% of Ukraine’s 
utilities, that estimate is starting to 
look optimistic.

Ukraine’s government estimates that 
it will run a $38bn deficit next year as 
it tries to keep the economy running, 
and has been running a $5bn a month 
deficit since the war started. Ukraine 
had been running out of money, but in 
October both the US and EU committed 
to budget support of $18bn each that 
should be enough to tide Kyiv over 
next year. The US has provided over 
$40bn worth of aid in total, with the EU 
providing about a quarter of that and a 
much smaller share of military aid.

On the face of it the US has provided 
far more money and materiel to Kyiv 
than Europe, but the economic costs 

are vastly different. While Putin’s war 
has caused a global spike in inflation 
via the ramping up commodity prices, 
the impact of that on the US and EU 
economies has been very different.

The US economy has seen 30-year 
inflation highs, but the economy is 
still growing and as Europe cuts itself 
off from imports of Russian oil, gas 
and raw materials, the US has stepped 
into the breach, providing Europe with 
record amounts of LNG at record high 
prices, and it is now the world’s biggest 
exporter of oil.

“On the face of it the US has provided far more 
money and materiel to Kyiv than Europe, but  
the economic costs are vastly different”

While estimates of how much money 
the US has earned in the last eight 
months remain vague, just the value 
of the Russian gas imports to Europe 
were worth some $70bn in the first six 
months of this year, according to some 
estimates. Following the destruction 
of the Nord Stream gas pipelines in 
September that has reduced Russian 
deliveries of gas to the EU to a fraction 
of its former levels, the US has provided 
the majority of the missing gas and 
captured a large part of Russia’s gas 
market share in the process.

The most painful impact of the war on 
Europe has been the cost-of-living-crisis 
in Europe that has seen the price of 
energy and food soar. Average inflation 
in Europe is now over 9% and a dozen 
countries are suffering from double-
digit inflation. Europe has responded 
with multi-billion euro aid and relief 
packages that amount to some €750bn 
so far, with Germany alone committing 
to a €200bn aid programme to reduce 
the pain of the crisis.  

And as bne IntelliNews has been 
reporting, the energy crisis is very likely 
to continue until at least the end of next 
year, as although the EU gas storage 
tanks are currently full, without the Nord 

Stream pipelines it will be extremely 
difficult to refill the tanks next year.

The sky-high prices in Europe have 
already led to protests that broke out 
first in Albania in the first months 
of the war, but have since spread to 
Czechia and most recently to a large 
protest in Dresden in Germany.

While these protests have been largely 
limited to Europe’s poorest countries 
or to fringe political groups in the 
more developed countries of Europe, 
discontent is slowly spreading into the 
political main stream.

not strike back with nuclear weapons, 
but would use conventional weapons 
to hit the Russian launch site and also 
could devastate Russian forces in and 
near to Ukraine with conventional 
missile strikes as well as possibly 
committing Nato troops to the conflict 
in Ukraine.

In parallel, the growing cost of the war 
is causing some to ask questions about 
both the sustainability of funding 
the war as well the distribution of the 
spending by the US and the EU.

With midterm elections in the US 
looming, some Republican senators 
have raised the possibility of cutting or 
reducing US funding for the war as well 
as suggesting that the EU should carry 
more of the burden.

Last month US Republican House 
Minority Leader Kevin McCarthy 
suggested that a Republican-controlled 
Congress would not continue to write 
a "blank cheque" for Ukraine. Other 
Republicans have argued that it is 
“not in US interests to allow Europe to 
freeload” on the US efforts to support 
Ukraine. Notably only Republicans 
voted against the last $40bn US aid 
package for Ukraine.

Costs and profit
There is little chance of the West 
abandoning Ukraine, or even 
significantly downscaling its support, in 
the short term. Public opinion remains 
solidly behind Kyiv, even if that support 
is slipping somewhat in the polls.

A recent Reuters poll found that 73% of 
Americans were in favour of continued 
support of Ukraine, but a separate 
Pew poll in October found that 20% of 
respondents said the US was providing 
“too much help”, up from 12% in May 
and 7% in March, the BBC reported.

Another poll commissioned by the Wall 
Street Journal at the start of this year 
month found that the war in Ukraine 
is becoming a partisan issue, with a 
third of Republicans (30%) now saying 
the US is doing too much, up from just 
6% in March shortly after the Russian 
invasion of Ukraine.
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Patchwork of peace deal proposals
There have been various attempts 
to start peace talks, but they have a 
patchwork and controversial history. A 
deal was reportedly done in March, but 
rejected by Putin. Peace talks in Belarus 
in April also came tantalisingly close to 
a conclusion, but collapsed reportedly 
after former UK Prime Minister Boris 
Johnson flew to Kyiv and told Zelenskiy 
the West would not back a ceasefire.

Almost immediately after the war broke 
out, peace talks began and ran to three 
rounds on the border with Belarus, 
but broke up without a breakthrough. 
However, progress was made as Ukraine 
agreed to give up its Nato ambitions and 
also to put the issue of Crimea’s status 
for future talks.

Even after the face-to-face talks in Brest in 
Belarus ended, the teams continued to talk 
via video link and kept the process alive.

In September Reuters also exclusively 
reported that the Ukrainian-born senior 
presidential aide, Dmitry Kozak, had also 
brokered a deal that was accepted by Kyiv. 
Kozak recommended that Putin accept 
the deal, which would make the need for 
a large-scale war unnecessary, but Putin 
rejected it as his war goals had already 
expanded to the taking of all Ukraine.

Most controversially of all is that Zelenskiy 
said the day after the Bucha massacre on 
the outskirts of Kyiv at the start of April 

that Ukraine had “no other choice” but  
to consider a peace deal with Russia.

Zelenskiy added that those talks would 
be difficult to do, even “amid signs that 
Russian forces may have committed 
atrocities against civilians [in Bucha]”, 
which sparked widespread condemnation 
and calls for war crimes investigations.

However, a few days later UK PM 
Johnson arrived in Kyiv and told 
Zelenskiy that the West would not 
support any peace talks, the highly 
respected Ukrainska Pravda reported, 
Ukraine’s answer to Politico.

“According Ukrainska Pravda sources 
close to Zelenskiy, the Prime Minister of 
the United Kingdom Boris Johnson, who 
appeared in the capital almost without 
warning, brought two simple messages: 
the first is that Putin is a war criminal, he 
should be pressured, not negotiated with; 
and the second is that even if Ukraine 
is ready to sign some agreements on 
guarantees with Putin, they are not,” 
Ukrainska Pravda journalists Iryna 
Balachuk and Roman Romaniuk reported.

Three days after Johnson left for Britain, 
Putin went public and said talks with 
Ukraine "had turned into a dead end".

These reports have been hotly contested 
by Ukraine’s supporters, who say Zelenskiy 
could never had sold a peace deal to 
Ukrainian voters, who overwhelmingly 

support continuing the struggle against 
Ukraine regardless of the cost.

Moreover, the Ukrainska Pravda 
journalists have since walked back their 
comments, saying that it was not clear 
that Johnson had scuppered a deal. 
However, US foreign policy advisor 
Fiona Hill added credence to the original 
report in an article she wrote for Foreign 
Affairs saying that a deal was indeed 
agreed, and suggested the deal was only 
dropped after Johnson’s visit to Kyiv.

“Russian and Ukrainian negotiators 
appeared to have tentatively agreed 
on the outlines of a negotiated interim 
settlement,” wrote Fiona Hill and 
Angela Stent in Foreign Affairs. “Russia 
would withdraw to its position on 
February 23, when it controlled part of 
the Donbas region and all of Crimea, 
and in exchange, Ukraine would 
promise not to seek Nato membership 
and instead receive security guarantees 
from a number of countries.”

In this context the latest calls by the 
US for Zelenskiy to soften his hard line 
on no talks with Putin seems to be yet 
another flip-flop on trying to end the 
war using diplomatic means and an 
acknowledgement that fatigue with the 
conflict amongst the Western coalition is 
growing. However, almost no respectable 
observer of the war believes that a peace 
deal is close and the vast majority expect 
the war to continue all winter, or longer.” 

The Black Sea Grain Initiative has 
been extended for another 120 
days following a tense few weeks, 

Interfax Ukraine reported on November 17.

Ukraine, Russia and Turkey all signed 
the deal in Istanbul, which will be 
effective from November 19. There had 
been some concerns that Russia would 

Dominic Culverwell in London

Secretary-General Antonio Guterres in 
a statement on the UN website.

The UN-backed deal was first signed 
on July 22 with an initial term of 120 
days. It allowed the export of Ukrainian 
grain from three ports, easing the global 
food crisis which had been escalated 
by Russia’s Black Sea blockade. Since 

refuse to extend the initiative after 
suspending the agreement last month 
before rejoining in November.

"I welcome the agreement by all 
parties to continue the Black Sea 
Grain Initiative to facilitate the safe 
navigation of export of grain, foodstuffs 
and fertilisers from Ukraine," said UN 

Huge relief after Black Sea grain deal  
extended for 120 days
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August 1, Ukraine has exported 11mn 
tonnes of agricultural products to over 
38 countries.

With the agreement stabilising global 
food security and bringing in important 
revenue for Ukraine, the Ukrainian 
government is keen to extend the deal 
for a year and open up two more ports; 
Mykolaiv and Olvia.

"The world market does not have the 
ability to replace Ukrainian foodstuffs 
in the near future. At the same time, it is 
possible to increase the volume of our food 
for the world," Ukrainian Infrastructure 
Minister Oleksandr Kubrakov said.

Tensions flared after Russia warned it 
wouldn’t extend the deal last month and 
accused the European Union of hogging 
grain instead of fairly distributing 
exports to the Global South. Moreover, 
Russian Foreign Minister Sergey Lavrov 
also said that the US and Europe have 
mostly failed to free Russian food and 
fertiliser exports from sanctions, despite 
these being part of the agreement.

However, sources close to the talks told 
the Financial Times that an agreement 
had been reached, allowing Russia to get 
paid for its own exports of fertilisers and 
other agricultural exports and that an 
important pipeline carrying ammonia 
from Russia to Western Europe has been 
reopened. Therefore experts believed 
Russia would likely extend the initiative. 

"The United Nations is also fully 
committed to removing the remaining 
obstacles to exporting food and 
fertilisers from the Russian Federation," 
Guterres confirmed.

The news will come as a big relief to the 
global community and stave off threats 
of another food crisis for the time being. 
Chicago wheat futures prices jumped 
by nearly 6% and corn futures by nearly 
3% after Russia initially suspended the 
deal in October following a drone attack 
on its Black Sea fleet.

"The Black Sea Grain Initiative continues 
to demonstrate the importance of discreet 
diplomacy in the context of finding 
multilateral solutions," Guterres said. 

US revokes Russia’s market economy status

The US has revoked its recognition of Russia as a market economy, the US 
Commerce Department said on November 10, which will see import duties 
on Russian goods across the board rise.

The US Commerce Department determines the dumping margin, or the 
extent to which the product is being sold at less than fair value., by comparing 
the export prices with those in the exporting country as a benchmark, if that 
country has a market economy. But if the exporting country is deemed to be 
“non-market”, then the Commerce Department is free to use the prices of the 
product in any country in the world as a comparison; in effect it can use the 
highest prices in the world as a comparative benchmark and set the import 
duties on Russia goods accordingly.

The US recognised Russia as a market economy in 2002 after years of 
lobbying. Previously the US refused to recognise Russia as a market 
economy, arguing that state subsidies in the form of access to cheap energy 
gave all Russian goods an unfair competitive advantage, therefore justifying 
higher import tariffs on Russian goods.

At the same time, the US blocked Russia’s entry into the World Trade 
Organisation (WTO) for 14 years due to similar objections. Russia finally 
acceded to the WTO in 2012 and was in the process of opening up its markets 
to imports when it annexed Crimea a year later and imposed counter-
sanctions on the EU agricultural products as part of a tit-for-tat sanctions 
regime, effectively abandoning the WTO trade rules in the process.

The reversion back to non-market status is the latest in a string of sanctions 
and other economic punishments on Russia since its invasion of Ukraine at 
the end of February that has run to nine packages of sanctions.

The Commerce Department said there was "extensive" government 
involvement in the Russian economy that has once again given its companies 
an unfair cost advantage over market-based economies and it doubts 
Russian companies are fairly pricing imports into the US, Reuters reports.

"This decision gives the United States the ability to apply the full force of the 
US anti-dumping law to address the market distortions caused by increasing 
interference from the Russian government in their economy," the Commerce 
Department said in a statement as cited by Reuters.

In a related move, the US has been calling for Russia’s expulsion from the 
WTO, while Moscow could in theory object to the US decision to remove its 
market status.

The American Chamber of Commerce in Russia also warned the same day 
that Moscow is likely to challenge any efforts to strip Russia of its WTO 
membership in the WTO appeals process.

The US Commerce Department launched an investigation into Russia’s 
status as a market economy. “If the decision, in the end, turns out to be 
unfavourable for Russia, it can challenge it in the WTO,” the American 
Chamber of Commerce in Russia said. 

bne IntelIiNews
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Russia’s imports crashed after the 
invasion of Ukraine in February 
as Western trade partners “self-

sanctioned” and simply cut supplies 
to the country off while around 1,000 
firms promised to pull out altogether, 
according to a report by Yale. But they 
have been recovering and are now 
expected to end the year down by only 
10% as Russian firms find new suppliers 
in the east, or dodge the sanctions by 
using parallel import schemes.

As the war drags into its ninth month, 
Russian firms have been working hard to 
find alternative suppliers, and countries 
like Turkey, Azerbaijan and Belarus have 
stepped into the breach with exports 
to Russia soaring to well above pre-war 
levels in the first eight months of this 
year compared to the same period a year 
earlier. Many of the more sophisticated 
products like semiconductors and high-
quality machinery are still missing, but 
consumer goods and basic agricultural 
and industrial inputs have mostly 
reappeared.

“By September, Russian imports [had] 
offset a significant part of its losses, 

Ben Aris in Berlin

The Russian economy had recovered 
around three quarters of its April 
import lows by September, according 
to BCS GM’s estimates, with the main 
growth coming from imports from 
China and the Eurasia Economic Union 
(EAEU) members.

Trade with China was also briefly halted 
in the spring, but rapidly bounced 
back, with China now having overtaken 
Europe to become the country’s biggest 
partner. Russia’s bilateral trade with 
China in 2021 reached $141bn – the 
same value as the volume with Europe 
now – of which Russian exports to 
China amounted to $68bn.

The volume of trade has already 
surpassed the full-year result of last year 
to reach $153.9bn in the first ten months 
of this year, according to the Chinese 
Customs Ministry, of which Russian 
exports to China reached $94.34bn. 
Extrapolating to the end of the year, 
that indicates the full-year trade volume 
result will be of the order of $184.6bn – 
an all-time high and on course to achieve 
the two countries' mutual goal of hitting 
$200bn. In this case Russia will have 
earned an additional $43.6bn during 
2022, for which Russian exports have 
risen to $113.2bn, an increase of $18.86bn 
on 2021.

Trade with rest of the EAEU (Armenia, 
Belarus, Kazakhstan and Kyrgyzstan) 
is up too, with reports that some of 

contributing to c.9% of the ruble 
depreciation since June. However, its 
further recovery is muted,” Natalia 
Lavrova, an analyst with BCS GM, 
said in a note. “Hence the next wave 
of the ruble weakening will be driven 
by subdued export[s] in response to 
the oil embargo [that is due to start in 
December] – the Russian currency may 
go as far as RUB64.5/$ by YE2022.”

Russia’s imports recover as 
trade pivots to the east

Russian imports crashed in first months following the invasion of Ukraine, but now have clawed back much 
of those losses and are expected to end this year only 10% down on 2021 levels and 5% down in 2024.

Exports to Russia (USD)

Sources: National authorities/Macrobond, Patu 40108@ExportstoRussiaAsia
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Russia’s trade partners are simply 
rerouting supplies through these 
countries or local traders are taking 
advantage of the parallel import 
schemes to send hard to find goods to 
what remains the largest consumer 
market in Europe.

In 2021, Russia-EAEU trade amounted 
to $72.61bn, of which Russian exports 
to the EAEU members amounted to 
$45.3bn. Over the first seven months of 
this year again the volume of trade at 
$74.2bn surpassed the full-year result 
for the previous year. Extrapolating 
this result suggests that the full-year 
trade turnover with the EAEU will hit 
$127.2bn, with Russia’s exports rising 
to about $99.6bn. That means a gain of 
$54.59bn in volume, of which $54.3bn 
are exports during the year.

Turkey has been another big winner 
from the sanction’s regime and as bne 
IntelliNews has reported, its docks are 
busting with containers on their way 
to Russia. Bilateral trade with Russia 
in 2021 amounted to about $30bn, 
with some $23bn of this being Russian 
exports to Turkey. The two countries 
engage in a great deal of energy trade; 
however, Russia’s need for parallel 
imports is also feeding an increase 
in bilateral trade. In the 10M 2022, 
Turkey-Russia bilateral trade has been 
worth about $60bn, of which Russian 
exports to Turkey amount to $25.99bn. 
Compounded over the whole of 2022, 
this would indicate a total trade volume 
of some $72bn and Russian exports of 
about $31.19bn, increases of $42bn and 
$8.2bn respectively.

Another, but less well known, winner 
from the sanctions is Azerbaijan, which 
has also been playing both sides of 
the field, signing new gas deals with 
European Commission President Ursula 
von der Leyen on the one hand but 
boosting exports to Russia on the other.

President Ilham Aliyev of Azerbaijan 
said this week he is “satisfied with the 
growth of trade turnover with Russia”, 
Tass reported, and he sees “prospects 
for its growth.” According to the leader, 
there is potential in the area of cargo 
transportation as well. "We are very 

glad, of course, that mutual trade is 
returning to the pre-pandemic level, 
and I am confident that the dynamics 
will persist," he said during a visit to 
Baku of Russian Prime Minister Mikhail 
Mishustin on November 18. The trade 
turnover between Azerbaijan and 
Russia in January-October 2022 rose by 

22.3% year on year and amounted to 
$2.9bn, the State Customs Committee 
of Azerbaijan announced on November 
17, adding that exports of Azerbaijani 
products to Russia in January-October 
amounted to $719.1mn (+3.2% y/y), but 
the imports of goods from Russia was 
up by a third (+30.4% y/y) to $2.1bn

The trade is being driven partly by many 
of the 1,000 international companies 
that are continuing to trade, despite 
declarations they would depart. Three-
quarters (77.6%) of the 1,382 foreign 
companies registered in Russia are still 
operating, according to Vyacheslav 
Volodin, chairman of the parliament’s 
lower chamber, the State Duma, in a post 
on Telegram on August 9. “In spite of the 
unprecedented pressure, blackmail and 
sanctions, 77.6% out of the 1,382 foreign 
companies did not close their business 
in Russia,” he said in August.

While many have curtailed operations, 
by Yale’s own stricter criteria, the 
number that have actually fully exited 
Russia is only 310. A separate study by 
Kyiv School of Economics (KSE) that has 
a larger sample size of 2,407 companies, 
numbers only 46 as having fully quit the 
Russian market.

Even among those companies that 
are leaving, many are selling to their 
management teams, distributors, or 
simply to opportunistic entrepreneurs 
in a tsunami of M&A unleashed by the 
sanctions. The new Russian owners 
are largely continuing the business 
as before, but often rebranding with 
very similar brands, and cutting direct 
connections with the former parent 
companies, but still importing the same 
goods, but via parallel import schemes.

Trade with the US was never very 
significant in dollar terms but was 
heavily dependent on US exports of high 
tech and quality equipment, which will 
be almost impossible to replace. Trade 
with Europe, however, is very significant 
and has been badly affected. Imports 
from the EU are down by half from their 
2021 level and are unlikely to recover. 
But the overall volume of trade in euro 

Russian import flows, $ bn

Source: * BCS estimates, Trade partners statistics

“Another, but less well known, winner from the 
sanctions is Azerbaijan, which has also been 
playing both sides of the field”
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terms will actually be up this year on the 
2021 result, largely thanks to soaring 
prices of energy, which constitutes most 
of Russia exports to the rest of Europe.

Russia’s bilateral trade with the EU 
amounted to €257bn in 2021, with 
€158bn of it being Russian exports 
to the bloc. According to Eurostat, 
Russia-EU trade was worth €171.4bn 
in the first seven months of this year, 
which suggests the full-year result 
will be around €293.8bn – an increase 
€36.8bn on 2021 levels. While Europe 
has tried to cut Russia off, it remains 
very dependent on many of Russia’s raw 
material and fuel inputs and there have 
been multiple and major calve-outs in 
the sanctions regime to keep  
the European economies going.

BCS GM forecast that this recovery 
in imports will continue and that the 
overall level in dollar terms will be only 
5% below the 2021 level by the end of 
2024, largely thanks to the “Pivot to the 
East” going on in Russia’s trade regime.

“Over the last six months, Russian 
economy recovered c.75% of its initial 

losses caused by economic sanctions. 
Thus Russian imports showed only 
c.10% y/y contraction in September 
versus 40% y/y in mid-2Q22, according 
to our estimates,” Lavrova said. “This 
recovery was accompanied by a 
significant rearrangement of trade 
flows, and Russia’s pivot to the East.”

China has become the main 
contributor to the Russian imports 
recovery, increasing its deliveries by 
21% y/y as of September. By using the 
parallel import scheme, the EAEU 
partners put in a record 70% y/y 
growth over the first seven months of 
this year, reports BCS GM.

“This shift to the Chinese and the EAEU 
deliveries nevertheless did not fully 
offset import losses from the Western 
countries, which remained c.50% lower 
than in the previous year,” Lavrova 
added. “As these countries used to 
deliver technologies, which are unlikely 
to be replaced in short term, imports are 
likely to remain under pressure.”

Imports recovery is viewed as one of the 
key triggers for the ruble weakening 

during this summer, when it lost 9% of 
its value against the dollar. However, 
a September moderation in imports' 
monthly growth might be a sign that 
the potential for further recovery is 
close to its end: subdued household 
consumption and global trade 
constraints are likely to remain the 
main factors, which will impede the  
full rehabilitation of imports, according 
to BCS GM.

The big unknown for Russia’s trade 
results is the total Russian oil embargo 
that is due to start on December 5, with 
a ban on crude, and be completed on 
February 5 with a ban on imports of the 
more widely distributed Russian refined 
products.

“The imposition of the EU embargo may 
result in reduced exports and thus will 
narrow the current account surplus 
($158bn in 2023 and $100bn in 2024).  
In line with these estimates, we forecast 
the ruble to depreciate to RUB64.5/$ 
by YE2022, with its further weakening 
to RUB70/$ in 2023 and RUB73.5/$ in 
2024,” Lavrova said.” 

The past few weeks have been good 
ones for Ukraine. On November 
9, Ukrainians were stunned to 

watch the remarks of Russian General 
Sergei Surovikin, the head commander 
of Russia’s war effort in Ukraine, as 
he recommended to Russian Defence 
Minister Sergei Shoigu that Russian 
troops pull back from the right bank of 
the Dnipro river entirely.

There was no ruse or trap at play, and 
two days later, the scenes of jubilant 
Ukrainian citizens greeting liberating 
troops in Kherson city filled social 
media. It marked a major victory 
for Ukraine, winning back the only 

monument in front when Russian soldiers 
captured it in March – lies in ruins, having 
been heavily shelled during its time as  
a Russian command post.

The town sits at the northern edge 
of what was once the line of Russian 
control in northeast Kherson, making 
its recapture by Ukrainian forces a 
necessity once the battle for Kherson 
began in earnest in late August.

Amidst the wreckage, several soldiers 
from Ukraine’s 96th Brigade stand guard, 
overseeing the nascent reconstruction 
operations. They survived the weeks-
long battles for the town.

provincial capital captured by Russian 
troops since the February 24 invasion.

A few weeks earlier, with Russia’s 
grip on right-bank Kherson still tight, 
Ukrainian troops had fought through 
stiff defences to capture a dozen villages 
in the province’s northeast. The situation 
there offers a glimpse of what the world 
is likely to learn about the realities of 
occupation in the rest of Kherson oblast 
– and of the challenges still ahead.

In the town of Vysokopillya, the scars of 
battle are everywhere. Roads are strewn 
with debris, while the city’s administration 
building – its coat of arms stripped off the 

Kherson's liberated villages start to revive 
after horrors of occupation
Neil Hauer in Velika Oleksandrivka 
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“We finally took [Vysokopillya] on the 
3rd of September,” says Oleksandr, 
a combat medic with the 96th. “The 
school here was their main base,” he 
says, gesturing at a ruined nearby 
building, its roof caved in by artillery 
strikes. “It was filled with ammunition 
and every type of weapon,” he says.

By all accounts, the fighting here 
was some of the fiercest of the war, 
involving some of Russia’s most well-
trained troops.

“[The Russians] took this town at the 
very start of the war,” says Oleksandr. 
“They had a lot of time to fortify it – it 
was the centre of their whole defensive 
line here [in northeast Kherson]. 
They had several thousand soldiers, 
all professional troops – no mobilized 
men. But they fight for refrigerators 
and washing machines – we fight for 
our own land,” he says, referencing 
the many videos that have appeared 
of Russian soldiers looting home 
appliances from occupied settlements.

"If they find us all here, they will 
simply shoot us"
A little further south, the village of 
Velika Oleksandrivka is perhaps in 
even worse shape, if such a thing were 
possible. Blackened buildings with the 
scorch-marks of artillery and rocket 
fire are everywhere, while regular tank 
revetments (barricades) speak to how 
recently it was liberated – Ukrainian 
forces recovered the settlement only  
on October 4th.

On one of the village’s main streets 
stands a house, once handsome but 
now ruined by a gaping hole in the roof 
– the result of a rocket strike. Despite 
this, it is still inhabited by Serhiy and 
Olga Balan, as well as their two young 
children. They described what it was 
like watching Russian soldiers roll 
into their town – and then into their 
home itself – shortly after the invasion 
began. 

“I remember the first day the Russians 
came,” says Serhiy, a policeman. He 
had been hosting a number of his 
colleagues at his house after the war 
began – their houses, closer to the 

police station itself, were thought to 
be at risk of collateral damage if the 
station was targeted.

“We heard from our neighbour that 
[the Russians] were in the city, and that 

they were coming to check the houses 
on our block. They were coming down 
the street, shooting dogs, shooting 
at houses randomly. I told the other 
policemen at our house, ‘guys, you have 
to go, because if they find us all here, 
they will simply shoot us,” Serhiy says.

He and his colleagues hid their 
uniforms and weapons in the garage 
and fled to his grandfather’s house, out 
behind their building on the next block. 
His wife was left to answer the door 
when the Russian soldiers arrived.

“Just a few minutes after [Serhiy and 
his colleagues] left, the Russians came 
to our door,” Olga Balan says. “They 

immediately asked where my husband 
was – I lied and said he was in the 
hospital, sick with covid. They didn’t 
search our house, thank God. There 
were so many of them here – more than 
a thousand staying in the school across 

the street, with all their armoured 
vehicles and personnel carriers. They 
went from house to house, looking for 
anyone they thought might give them 
problems,” Olga says.

There was another problem: Olga was 
seven months pregnant when Velika 
Oleksandrivka was occupied. Her due 
date came just weeks later after.

“It was very scary to give birth to a 
child in that environment,” she says. 
“There were no doctors, no hospital 
working – the Russians would not allow 
us to leave. My husband snuck into 
the house and helped me give birth 
in the basement, just the two of us. 

Serhiy and Olga Balan plan to rebuild their destroyed house. / Neil Hauer/bne IntelliNews

“I told the other policemen at our house, ‘guys,  
you have to go, because if they find us all here,
they will simply shoot us”
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Thank God, it went without any major 
problems.

“But a few days later, our house was hit 
by a rocket, causing all the damage you 
see. We started packing to leave, but the 
Russians noticed – and that’s when they 
found Serhiy. They took him for five 
days and tortured him badly,” Olga says.

The days melded together into a gray 
blur. Spring turned into summer, the 
days grew warmer, but the Russians 
stayed. They were inescapable.

The nightmare was over
Then, as suddenly as it all began, their 
nightmare came to an end.

“I will not say that on the last day of the 
occupation, we were waiting for the 
Ukrainian military, because we were 
waiting for them every day,” Olga Balan 
says. “All seven months we looked for them 
from the window. It was heartbreaking, 
because in our country, you are a free 
person, you can do what you want, you can 
freely express yourself. In their country 
[Russia], this is not possible – if you are told 
the sun is green, then you should repeat 
it. So when our troops finally entered  it is 
impossible to convey the joy we all felt. 
The nightmare was over,” she says.

The Balans plan to rebuild their 
destroyed house. They acknowledge 
that the winter will be difficult, but after 
surviving the occupation, a little snow 
will be nothing in comparison.

There are many signs of the Russians’ 
presence, but the school across from 
the Balans’ house has a particular 

concentration. The letter ‘Z’ is still 
spraypainted on its outer walls,  
leaving no doubt as to its occupants. 
In the basement, where the Russian 
soldiers camped, personal effects and 
the remains of food – including, of 
course, empty bottles of vodka - are 
scattered about.

One tin of stewed beef on the table 
made a particularly long journey: its 
label indicates it was made in Buryatia, 
the Russian region bordering Mongolia 
from which so many of the Russian 
military’s recruits are drawn. Scrawled 

on the wall is an ominous message, 
presumably left just before the Russian 
retreat: three words reading “we will 
return”.

Mykola Havlenko, a 72-year old local 
pensioner, is waiting to receive a parcel 
in the crowd formed around the postal 
truck in the ruined centre of town.  
He hopes he’ll never see another 
Russian again.

“The first day [the Russians came], 
on March 10, we looked at them in 
disbelief, but thought maybe they were 
still human,” he says. “We’re all Slavs, 
but it turns out that they are completely 
different from us. They believe very 
strongly in their propaganda – they 
would tell us, ‘for eight years you 
[Ukrainians] bombed children in 
Donetsk and Luhansk, now it is your 
turn [to suffer].’ They used this to 
justify whatever crimes they wanted,” 
Havlenko says.

Even at the very end, the Russian 
depredations did not slow.
“On the last day [of the occupation], 
the Russians knew that they would 
leave the village,” Havlenko says. “So 
they spent their final hours robbing. 
My friend was out at the market, and 
he returned home to find two Buryats 

sitting at his table, eating his food. As 
if it was their own home!” he says with 
evident disgust.

The Russians are unlikely to return,  
as their slogan in the school promised. 
Their retreat from Kherson across the 
river has left them on the back foot, 
struggling to maintain their current 
positions, let alone take new ones.  
For the people in Velika Oleksandrivka, 
Vysokopillya and elsewhere, the 
struggle to rebuild their shattered 
homes will be a long one, but the main 
nightmare – the occupation – is over. 

“When our troops finally entered it is impossible 
to convey the joy we all felt. The nightmare  
was over”
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French President Emmanuel Macron, 
meanwhile, added to pressure on the 
Iranian regime by characterising the 
protests as a “revolution”. "Something 
unprecedented is happening," France's 
Emmanuel Macron told France Inter 
radio. "The grandchildren of the [1979] 
revolution are carrying out a revolution 
and are devouring it."

The EU’s new sanctions on Iran were 
meant "to send a clear message to 
those who think they can suppress, 
intimidate and kill their own people 
without consequences," Reuters 
reported German Foreign Minister 
Annalena Baerbock as telling reporters 
as she arrived for a meeting with her 

EU counterparts in Brussels. "They 
cannot," she added. "The world, Europe 
is watching."

British Foreign Secretary James Cleverly 
announced that the UK had designated 
Iranian Communications Minister 
Issa Zarepour and a range of local law 
enforcement and Islamic Revolutionary 
Guard Corps (IRGC) officials who have 
been involved in, and ordered, the 
crackdown on the protests.

Zarepour and Vahid Mohammad Naser 
Majid, chief of Iran’s Cyber Police, 
“were designated for shutting down the 
internet in Iran, including disabling 
Whatsapp and Instagram, and banning 

EU, UK slap sanctions on Iran on same 
day regime announces first ‘unrest’ 
death sentence
bne IntelliNews

The European Union and UK are 
attempting to strike at the heart 
of Iranian power structures 

with additional sanctions slapped on 
Tehran in response to its often bloody 
crackdown on anti-regime protesters.

The announcements of the EU sanctions 
and UK sanctions, on November 14, came 
on the same day that a court in the Islamic 
Republic issued the first death sentence 
to a person arrested for taking part in the 
protests that have engulfed the country 
for nearly two months. A Revolutionary 
Court in Tehran determined that the 
defendant, who was not named, had set 
fire to a government facility and was 
guilty of "enmity against God".

Iran’s judiciary chief Gholamhossein Mohseni Ejei has warned "rioters" could be charged with "moharebeh" (enmity against God), "efsad fil-arz" (corruption on 
Earth) and "baghy" (armed rebellion). / Tasnim news agency, cc-by-sa 4.0
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the use of the Google Play app and 
virtual private networks (VPNs)”.

The protests, ignited in mid-September 
by the death of Mahsa Amini death in 
“morality” police custody after her deten-
tion on a Tehran street for "inappropriate 
attire", have turned into a legitimacy 
crisis for Iran’s clerical establishment.

The European Union’s new sanctions 
target 29 individuals and three 
organisations. Among those sanctioned 
with travel bans and asset freezes were 
Iranian Interior Minister Ahmad Vahidi, 
four members of the police squad 
that arrested Amini and high-ranking 
members of the IRGC, the elite force 
charged with protecting the Shi’ite 
clerical ruling system.

The Human Rights Activists News 
Agency (HRANA) said on November 14 
that it was aware of 341 protesters who 
had been killed in the unrest, including 
52 minors. It added that 39 members 
of the security forces had also been 
killed, while as of November 13 more 
than 15,820 people had been arrested in 
protests in 140 cities and towns and 138 
universities.

Iran has accused foes including the US, 
Israel and Saudi Arabia of fomenting 
“riots”.

In the Iranian court system, at least  
20 people arrested for participating  
in the unrest were currently facing 
charges punishable by death, Norway-
based Iran Human Rights said, citing 
official reports. It warned that the 
authorities might be planning "hasty 
executions".

Last week, judiciary chief Gholamhos-
sein Mohseni Ejei declared that "key 
perpetrators" of the protesters should be 
identified as soon as possible and given 
sentences that would deter others from 
taking part in the protests.

He warned that "rioters" could be charged 
with "moharebeh" (enmity against God), 
"efsad fil-arz" (corruption on Earth) and 
"baghy" (armed rebellion). All of these 
offences under Iranian Sharia-based law 
can carry the death penalty. 

Uzbekistan said to be lobbying for lifting of 
sanctions on Russian billionaire Usmanov

Uzbekistan is lobbying the EU to lift sanctions on Uzbek-Russian billionaire 
Alisher Usmanov, with the issue having been put on the agenda of recent 
meetings between Uzbek and EU officials, the Financial Times has reported, 
citing unnamed sources.

As followed by bne IntelliNews, Usmanov previously argued that the sanctions 
imposed by the US, EU, UK and Switzerland following Russia’s late February 
invasion of Ukraine were based on “unjust and unsubstantiated accusations”.

The EU claims he provided “direct and indirect support to the government 
of the Russian Federation through business empires, wealth and other 
resources”. Usmanov challenged the EU’s sanctions in court in July, claiming 
a threat of bankruptcy for his USM group structures, and the disruption to 
transactions and contracts.

According to the Financial Times, Uzbekistan is now also providing legal 
assistance to Usmanov for a potential court challenge against Brussels 
should the EU reject his demands to lift the sanctions.

Tashkent has argued that the sanctions restrict the billionaire’s ability to 
invest some of his fortune in Uzbekistan, with which he maintains close 
connections, according to the FT sources.

“I have not been involved in politics and I never received anything from the 
Russian state – not during the privatisation of state property in the 1990s, 
nor ever since,” Usmanov told Forbes in July. “Those who impose sanctions 
would do well to rely less on clichés. Contrary to popular stereotypes, there 
are people out there who have earned their fortunes through honest work 
and by using their own brain.”

In September, the EU dropped sanctions imposed on Usmanov’s sister 
Saodat Narzieva. A bne IntelliNews investigation into the case revealed that 
the sanctions were based on shares she was given in 2014 long before 
sanctions were imposed on her brother. They were shares that she only held 
for one year. Moreover, the accusation that she controlled bank accounts 
linked to her brother's companies was false.

Narzieva said in an opinion piece in bne IntelliNews that she was a simple, 
Tashkent-based gynaecologist and, while she admitted that she had 
benefited from the generosity of her billionaire brother, she said she had 
nothing to do with his business and did not control any banking accounts.  
An investigation by bne IntelliNews confirmed her claims.

Another sister of Usmanov, Gulbakhor Ismailova, was also sanctioned.  
The grounds given were that she was the legal owner of some of Usmanov’s 
assets, such as his $600mn yacht Dilbar, the FT reported. However, 
according to the bne IntelliNews investigation, the yacht was transferred 
to Ismailova in around 2014, well before the emergence of the sanctions 
regime, as part of Usmanov’s efforts to share some of his wealth with  
his family.

bne IntelIiNews



76  I Eurasia bne  December 2022

www.bne.eu

Eurasian central bank 
governors battling inflation  
with mixed success

Inflation appears to be under control 
in Uzbekistan and to have peaked 
in Georgia and Armenia, but with 

prices still rising in Kazakhstan the 
regulator is ready to raise rates “as much 
as necessary,” the governors of the 
central banks of Uzbekistan, Kazakh-
stan, Georgia and Armenia told bne 
IntelliNews during the Uzbek economic 
forum in Samarkand on November 4.

Uzbekistan new at the game
Georgia and Kazakhstan were both much 
quicker to liberalise their monetary 
policy and are at least a decade ahead of 
Uzbekistan, which was closed to change 
under the former president, Islam 
Karimov. Armenia too was fast to react to 
mounting inflation pressures and began 
hiking rates much earlier than most of its 
peers in December 2020. Now the central 
bank in Yerevan is reaping the benefits 
as the country boasts a real interest rate 
of 1%, unlike many of its peers, as the 
regulator has got ahead of the curve.

Today Uzbekistan is probably the least 
well equipped to deal with spiking 
inflation as it only started to introduce 
inflation rate targeting in 2016 after 

President Shavkat Mirziyoyev took  
over and introduced a comprehensive 
monetary policies at the Central Bank  
of Uzbekistan (CBU).

Since then, the regulator has been  
working on building creditability 
amongst the population as the regulator 
had never attempted to anchor inflation 
rate expectations before. CBU Governor 
Mamarizo Nurmuratov says consider-
able progress has been made, but a lot 
more work needs to be done.

Compared to the rest of the region, the 
Uzbek regulator has done a good job of 
controlling inflation, which fell from an 
artificial pre-reform rate of about 14% to a 
low of 10%, but rose again to the current 
12.2% during the current crisis period.

The Uzbek central bank responded to the 
burgeoning inflation in the first quarter 
of this year with a sharp rate hike to 
17% that effectively prevented inflation 
gathering momentum and allowed it to 
ease the prime rate again to the current 
15% in July that has left the effective real 
interest rates at a positive 2.7%.

“Inflation targeting is still very new 
and we are still building a track record 
with the population,” Nurmuratov said 
during a plenary session at the forum in 
Samarkand on November 5.

The CBU has set an inflation target of 
5%, but hit by multiple shocks the plan 
has been thrown off track. In response, 
the CBU has set an intermediate and 
more realistic short-term inflation goal 
of 10% in order to continue to build its 
creditability with the population, “but 
of course it is not easy to do so in the 
current conditions.”

The CBU has been actively reaching out 
to the population with a social media 
campaign to explain its policies and 
establish a relationship. At the same 
time, the central bank has been invest-
ing into talent, hiring the best-in-class 
young economists, as well as build-
ing up its analytical skills to improve 
forecasting.

Ben Aris in Samarkand

The governors of the central banks in Central Asia and the Caucasus are battling inflation with mixed 
results. / bne IntelliNews

Uzbekistan monetary policy rate vs CPI inflation y/y

Source: Central bank of Uzbekistan
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said. “But this is heavily dependent on 
the success of structural reforms that 
are being carried out now.”

Kazakhstan battle not over
Kazakhstan has also been battling infla-
tion, but the regulator was much slower 
to start hiking rates, only making its first 
25bp in August 2021. It only got aggres-
sive with a 325bp hike in February this 
year when inflation really started to soar. 
But the regulator has yet to tame the 
inflation beast.

The National Bank of Kazakhstan (NBK) 
has put in several more aggressive hikes 
since then to bring the prime rate to the 
current 15%, but prices were growing by 
17.7% in October, leaving the real interest 
rates at -2.7%, with no sign that the 
growth in prices was near to topping out. 

Nurmuratov argues that inflation tar-
geting cannot be done to the exclusion 
of the wider reforms that are going on 
in the economy and has integrated his 
plans with those of other ministries, 
especially the Ministry of Finance, as 
there is a fiscal component to inflation 
as well as a monetary one.

Given the extreme non-monetary 
nature of the current inflation surge, 
which is driven as much by food, energy 
and supply chain disruptions, Deputy 
Finance Minister Odilbek Isakov said in 
a separate session that his ministry was 
conscious of its role in the battle to keep 
inflation under control by using fiscal 
means as well as monetary.

“It is not possible to completely imple-
ment effective inflation targeting during 
the reform process, so our efforts must 
be integrated into the reform process to 
establish a market competition environ-
ment so that the tools we need can be 
made effective,” Nurmuratov said.

The CBU plans have progressed steadily, 
starting with the liberalisation of 
foreign exchange in 2018. Then the new 
legal framework for the operation of the 
central bank, including the guarantee 
of its independence, the monetary and 
payments systems were established in 
2019-2020. The central bank then began 
to seriously target inflation in 2020, but 
the effort has been knocked sideways by 
the polycrisis that began the same year 
with the appearance of the coronavirus.

“We introduced an interim inflation 
target of 10% and [had] hoped to end 
the year with inflation at 8%, but while 
we were hoping to reach our initial 5% 
inflation target this year that deadline 
has now been pushed out to 2024,” 
Nurmuratov said.

Like the other central bank governors, 
Nurmuratov is conscious of the need 
to strike a balance between controlling 
inflation and at the same time promot-
ing growth.

“If we can bring inflation down then 
the quality of life in the country will 
improve and that will also improve the 
growth of the economy,” Nurmuratov 

attracting more foreign investment 
would help contain inflation and the 
Georgian experience of a strengthening 
lari, due to the influx of Russian refugee 
cash, bears out that belief.

“There are many factors and the external 
shocks that are driving inflation and all 
the countries of the region are feeling it 
but we continue to manage inflation and 
will not allow it to spiral out of control,” 
Pirmatov told bne IntelliNews at the 
roundtable in Samarkand.

“Last week we hiked rates by 150bp and 
in December we will probably need to 
tighten further. At the end of November 
we will update our forecast, but inflation 
will probably peak in the first quarter of 
2023, so we are not done with the tight-
ening,” Pirmatov told bne IntelliNews.

Kazakhstan monetary policy rate vs CPI inflation y/y

Source: Central bank of Kazakhstan

“We are still adjusting to the shock and 
the jump in inflation,” said Galymzhon 
Pirmatov, Governor of the NBK. “Infla-
tion must not become entrenched.” 
Pirmatov went on to say that while the 
economy has weathered the storm well 
so far, the government’s failure to build 
strong institutions has left it vulnerable 
to shocks.

“It highlights the need for more structural 
reforms and building institutions in 
both the public and private sector so that 
countries can be more resilient to shocks,” 
Pirmatov said. “Weak institutions have 
cost our country in the long term.”

Like the Uzbeks, Pirmatov believes that 

There is one last monetary policy 
meeting in Kazakhstan in December 
and Pirmatov told bne IntelliNews  
that he will do “whatever is needed”  
at the meeting to “keep inflation  
under control.”

Georgia looking for the golden mean
Georgia has had a bit of luck in its 
fight with inflation: it turns out that 
the flood of Russian refugees fleeing 
Putin’s war is deflationary. The National 
Bank of Georgia has been hiking rates 
steadily since the start of the year to the 
current 11%, but inflation appears to 
have peaked in the second quarter and 
is currently at 11.2%, leaving the real 
interest rates more or less flat.
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cally rents have doubled in the capital 
as well as the stronger economic growth 
driven by increased demand that has 
not helped in fight against inflation. 
Georgia is a small country, so the arrival 
of so many migrants has made a notice-
able difference to the economy.

“We need to address all these pres-
sures, otherwise inflation will become 
entrenched,” Gvenetadze concluded. 
“We need to find a golden mean 
between all these factors.”

Georgia is in the best position of all the 
countries of the Caucasus and Central 

“We see a risk that inflation will become 
entrenched,” Koba Gvenetadze, Governor 
of the National Bank of Georgia (NBG), 
told bne IntelliNews on the sidelines of 
the Uzbek Economic Forum in Samar-
kand. “Inflation in Emerging Markets is 
higher, as the share of food in the price 

basket is higher than developed coun-
tries. In addition, there is a new factor in 
the current geopolitical uncertainty.”

The huge influx of Russian migrants that 
first arrived after Russia invaded Ukraine 
in February and a second more recent 
wave escaping the mobilisation have 
actually pushed Georgia’s inflation down. 
To a lesser extent the same thing has 
happened in Uzbekistan and many Rus-
sians have opened Uzbek bank accounts, 
which they can use both at home and in 
Europe despite the SWIFT sanctions.

“Migration has played a very important 
role. The large foreign exchange inflows 
to Georgia from other countries [have] 
strengthened the currency and helped 
contain inflation,” Gvenetadze said.

The strengthening of the currency 
has helped but it is also offset by the 
migrants driving up demand by 1.5% of 
GDP, Gvenetadze says, and more specifi-

Asia, as inflation is almost under 
control, albeit still at high levels. But 
Gvenetadze says that thanks to the 
uncertainty he is ready for anything and 
will act if there are more shocks. 

“Emerging markets are helping to fight 
inflation and bring it down,” Gvenetadze 
told bne IntelliNews. “Our inflation has 
peaked at 13.9% and is now falling because 
of the flow of immigrants, capital transfers 
and remittances. That means the currency 
has appreciated – the lari is now one of 
the strongest currencies in the world.”

Gvenetadze said that they are watching 
the UN Food and Agriculture Organiza-
tion (FAO) index closely, which also 
shows that food prices are starting to 
fall, which is more good news.

The NBG has tightened enough to make 
real interest rates real, “but there are 
remains the possibility of upside sur-
prises,” Gvenetadze told bne IntelliNews. 
“If there are surprises then we are ready 
for further policy increases and will 
prolong that as long as is necessary.”

Armenia
“Armenia has long had low inflation 
thanks to is strong institutions and 
transparent policies, but the creditability 
of the central bank is earned during its 
reaction to shocks,” Nersoso Yeritsyan, 
the deputy governor of the Central Bank 
of Armenia, said at the same roundtable.

Inflation was low until the coronacrisis 
began and took off on the third quarter of 
2020, rising to a peak of 10.3% in June this 

Georgia monetary policy rate vs CPI inflation y/y

Source: NBG, GeoStat

“Migration has played a very important role.  
The large foreign exchange inflows to Georgia 
from other countries have strengthened the 
currency and helped contain inflation”

Armenia monetary policy rate vs CPI inflation y/y

Source: Central bank of Armenia
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includes strong forecasting analytics, as 
“we are not targeting today’s inflation 
but the forward rates.”

The Armenian central bank (CBA) was 
targeting inflation at under 2% in 2020, but 
like everyone else has had to reset its goals.

“We have had to react to the supply shocks 
and act to ensure that inflation remains 
anchored. In 2020 the CBA rates were 
6.25% and rose to 10% in 2020. Now the 
goal is to reduce the rates and bring infla-

year. But since then, inflation has begun 
to fall moderately after a consistent series 
of rate hikes staring in December 2020 
from 4.25% as the Armenian central bank 
was fast to react to the rising inflationary 
pressures. The latest hike was in October, 
bringing the prime rate to 10.5% and leav-
ing the country with real interest rates 
of 1% and slightly ahead of the curve, 
unlike many countries in the region. 

Yeritsyan says that Armenia has devel-
oped a comprehensive framework that 

tion back down to 4%,” Yeritsyan said.

In March inflation peaked and began to 
fall again but disruptions in the market 
have caused a setback.

“The crisis has changed the way we 
work. The uncertainties mean we have 
switched to a risk-management modus 
without guidelines or benchmarks. 
We call it the F+ mark II, where we 
use forecasting and risk management 
policies to deal with the uncertainties.” 

Putin's negotiations with Armenia and 
Azerbaijan don't bring any concrete results

Armenian and Azerbaijani leaders 
pledged to "actively" work on a 
bilateral peace treaty but still 

need to iron out their differences on 
its critical provisions, following talks 
hosted by Russian President Vladimir 
Putin on October 31. 

According to Putin, the two-hour 
trilateral meeting with Armenian Prime 
Minister Nikol Pashinyan and Azerbai-
jani President Ilham Aliyev was "very 
useful" because it created a "very good 
atmosphere for possible future agree-
ments on some key issues".

However, the statement neither touches 
on the Nagorno-Karabakh conflict nor 
mentions any details about Armenian 
POWs, the Zangezur corridor etc. 

"Today we agreed on a joint statement," 
he said after the meeting in Sochi. "I 
must say frankly that not everything 
was agreed upon. Some things had to 
be taken out of the text worked out 
beforehand at the level of experts," he 
added without elaborating.

In the statement, Aliyev and Pashinyan 
said they "agreed to refrain from the use 
of force or the threat of its use and dis-
cuss and resolve all problematic issues 
solely on the basis of mutual recogni-

tion of sovereignty, territorial integrity 
and inviolability of borders".

"On the basis of existing proposals, it 
was agreed to continue the search for 
mutually acceptable resolutions," said 
the statement. "The Russian Federation 
will render all possible assistance to this."

Putin signalled that 'unresolved issues' 
will not be publicly discussed: "It is not 
necessary to draw the attention of the 
press and the public to them, but just 
calmly seek agreement behind closed 
doors," he said later. "These are very 
subtle things, sensitive for both sides, 
and I do not consider myself entitled 
to stick out without the consent of my 
partners," Putin concluded.

"It is still premature to talk about the 
main components of the peace treaty, 
since this is still the subject of compro-
mises which must be reached on both 
sides through mediation," Putin later 
said, answering the media's questions. 
"For our part, we always welcome any 
efforts aimed at a settlement. Therefore, 
as for how this correlates: it correlates 
quite naturally," he said, answering 
a question about how does the EU-
organised tripartite meeting in Prague 
compare with the tripartite summit in 
Sochi, "And we support everything that 

is aimed at reducing confrontation and 
settlement."

During the Valdai Summit on October 27, 
Putin had made an inflammatory remark 
on the Western diplomatic offensive. "If 
the Armenian people and the current 
Armenian leadership consider it neces-
sary to choose a version of the peace 
agreement, the so-called Washington 
variant, which as I understand envisages 
the recognition of Azerbaijan's sover-
eignty over Karabakh as a whole, that 
is if Armenia thinks that way – then go 
ahead," Russian President Vladimir Putin 
said on October 27. "We will support the 
choice of the Armenian people."

None of these plans is known, but so 
far, it is clear that Putin was unable to 
convince Aliyev to delay the status of 
the Karabakh issue, which is the most 
sensitive subject for the Armenian side. 

The Russian Federation is ready to 
provide the most accurate maps of the 
Soviet General Staff to resolve the issue 
of demarcating the border between 
Armenia and Azerbaijan, Putin said. 
"We are ready to provide the maps at our 
disposal of the General Staff of the Soviet 
Army. These are the most accurate maps, 
as we understand. And we are ready to 
move on this base, discussing with both 

Ani Mejlumyan in Yerevan, Cavid Aga in Baku
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One of the proudest achievements for 
Mongolians in international chess came 
in 1967 at the Sousse Interzonal when 
American Bobby Fischer played against 
Mongolian champion Lhamsuren Myag-
marsuren. Myagmarsuren won the Mon-
golian national title four times in 1965, 
1980, 1981 and 1982, and was awarded the 
title of international master in 1967. His 
nickname in the Internet Chess Club is 
"Shatar” (the Mongolian word for chess).

Although Lhamsuren Myagmarsuren lost 
to Fischer, the match resulted in a new 
technique called The Mongolian tactic. 
According to the tale, Fischer had asked 
Lhamsuren Myagmarsuren his name 
several times, but could neither spell nor 
pronounce it. So, he just wrote “Mongo-
lian” on the paper. Since then, Lhamsuren 
Myagmarsuren’s special technique has 
been known as the Mongolian tactic.

In 2020, the International Chess Federation 
awarded stipends to a number of retired 
players including Lhamsuren Myagmar-
suren. His match with Fischer has inspired 
Mongolian chess players down the decades. 
There is even a photo of Lhamsuren 
Myagmarsuren hanging in Zuunii Shatar 
chess club near the centre of Ulaanbaatar.

jan. "If these issues are resolved, then 
the issue of peacekeepers will stand  
differently. If they are not resolved to 
some extent, then the fate of our peace-
keeping contingent depends on it,"  
he said, adding that Armenia and  
Azerbaijan "expressed their gratitude  
to Russia" for their work on the territory 
of Nagorno-Karabakh.

None of the parties made public state-

sides. We agreed that these contacts, 
these negotiations, these consultations 
will be continued," Putin said.

According to Putin, the decision to 
extend the mandate of the Russian 
peacekeepers in Nagorno-Karabakh 
depends on other issues – the possible 
conclusion of a peace treaty and the 
delimitation and demarcation of the 
border between Armenia and Azerbai-

ments right after the summit or their 
separate talks with Putin. The Sochi 
summit underscored Russian efforts to 
regain the initiative in the Armenian-
Azerbaijani negotiating process, 
coordinated by the United States and 
the European Union in recent months. 
Moscow has been very critical of the 
Western mediation, saying it aims 
to "squeeze Russia out of the South 
Caucasus".  

Mongolians and chess, 
almost as traditional  
as herding and 
wrestling

At this year's 44th World Chess 
Olympiad, Mongolia shook up the 
world when the Mongolian wom-

en’s team defeated the seventh-ranked 
Americans. Overall, the Mongolian men’s 
team placed 35th out of 188 countries, 
while the women placed 15th out of 162.

When one thinks of Mongolia, one very 
probably thinks of horses and wrestling, 
but certainly not chess. But chess has a long 
history in the country. Mongolians’ ances-
tors played ankle bones and chess during 
the 13th century, and possibly before, while 
Mongolian traditional chess, shatar, dates 
back to the Great Mongol Empire.

The Mongolian word for international 
chess is in fact shatar. A medieval varia-
tion of the game is called Hiashatar, 
which means “Bodyguard Chess” 
(Shatranj). The pieces are the same as 
in traditional chess except that there is 
an additional piece called a Bodyguard 
(also called 'Senior Adviser' or 'Warrior'), 
which can slide one or two steps in any 
direction. However, a Bodyguard cannot 
checkmate the enemy king. 'Hiashatar' 
is believed to be about 500 years old.

An ancient legend about the origin of 

Mongolian chess tells of a khan, or king, 
who lived “long, long ago”. After fighting 
in many wars, he decided that training 
alone was not enough for victory. So, he 
established the position of bodyguard 
in his entourage, and the position was 
then added to the game of chess.

The Mongol names for the pieces are:
King   noyon (prince, duke)
Queen   bers (fantastic animal  
 resembling a big dog)
Knight   mori (horse)
Rook   tereg (chariot, vehicle)
Bishop   teme (camel)
Pawn   fu (child, young)
Bodyguard   hia (senior adviser, warrior, 
 bodyguard)

The first Mongolian national chess 
championship was held in 1948, and the 
country’s first women’s chess champion-
ship was held in 1954. The Mongolian 
Chess Championship is currently organ-
ised by the Mongolian Chess Federation 
(Mongolian: Монголын Шатрын 
Холбоо). Bazar Khatanbaatar holds the 
record for most national champion-
ships won, with eight victories; Tsagaan 
Battsetseg holds the women's record, 
with seven.

Antonio Graceffo in Ulaanbaatar
International chess master Jigjidsuren coached the Mongolian national chess 
team until he turned 70. / Courtesy of Antonio Graceffo.
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masters, eventually being admitted to 
the Russian chess university in 1971. He 
graduated in 1975. After a lengthy career 
as a world-class chess player, Jigjidsuren 
was asked to coach the national team, 
a job he did until he turned 70. Since 
his retirement, he has been coaching at 
Zuunii Shatar chess club.

Jigjidsuren explained “Mongolian chil-
dren are very good at chess actually. The 
reason why is that Mongolians are much 
more intellectual and have a high brain 
capacity. And I came to this conclusion 
by observing many, many kids along the 
way of coaching and teaching lessons to 
the children.”

He estimated that 30 to 40% of the 
Mongolian population knows how to 
play chess. “We don’t have an exact 
number on this, but by observation, I 
have seen an instance where the whole 
town can play chess in the countryside. 
It is actually a rare occasion to find 
families without a chess board.”

When asked if Mongolians played chess 
in their gers (yurts) to kill time during 
the long winters, Jigjidsuren objected 
that while some may only be killing time, 
for most, “there is always a purpose when 
they are playing chess. The parents want 
their children to have a strong mind, a 
respectful manner and high potential, 
and they believe that chess helps in all 
those aspects.” He even drew a connec-
tion between herding and chess. “There 
used to be a lot of ways to educate kids 
back in the days of nomadic tradition.”

Chess is not only played in gers and 
chess clubs in Mongolia, it’s also played 
on the street.

Fifty-seven-year-old Naymtsogt is 
one of several chess experts who play 
outdoors, for money, on the benches 
in front of the central sports centre in 
Ulaanbaatar. He has been playing chess 
since he was seven. He first learned 
it from his parents, but later studied 
under Russian and Mongolian masters 
and grandmasters. While he can also 
play Mongolian chess, he focuses on 
international chess. Since 2008, he has 
been playing on the street, averaging 
five to six opponents per day.

In recent years, Mongolia has repeatedly 
distinguished itself in international 
chess. Khulan Enksaikhan (25) led 
her team to gold at the 2020 Asian 
University Chess Championship (AUC). 
In 2021, 12-year-old N. Sodbileg won 
a silver medal at the under-17 World 
Amateur Chess Championship held in 
Rhodes, Greece.

In 2021, a most unique chess honour 
was won by Mongolia, when Mongolian 
inmates won the first ever Intercon-
tinental Online Chess Championship 
for Prisoners. In October this year, the 
Mongolian women’s chess team won 
the 2nd Intercontinental Online Chess 
Championship for Prisoners. The event, 
organised by the International Chess 
Federation (FIDE) and the Cook County 
Sheriff’s Office (Chicago, US) was the 
largest chess event ever organised 
among correctional facilities.

International master and world grand 
master Batchimeg Tuvshintugs, who 
works at the Court Decision Making 
Agency of Mongolia, teaches chess in 
prisons and organiss tournaments. She 
explained that Mongolia has been organ-
ising chess events in its prisons since 
1956, and it has now become a tradition. 

FIDE president Arkady Dvorkovich 
attended the online closing ceremony 
where he congratulated the winning 
teams and extended a special message of 
encouragement "We all hope that at some 
moment of your life, you will be free to 
make your own choices, and chess will 
help you to make those choices rationally."

Tuvshintugs told Chess News that it was 
no wonder that the prisoners could play 
chess so well because the Mongolian 
amateur chess level was quite high, a 
sentiment supported by 76-year-old 
international chess master Jigjidsuren, 
coach of the Zuunii Shatar chess club, 
who believes that Mongolian children 
are exceptionally intelligent and par-
ticularly good at chess.

Jigjidsuren began playing chess in 
1960 at the age of 11. He originally 
learned by watching his parents play 
in the countryside. Later, he studied 
under both Mongolian and Russian 

Naymtsogt said that he particularly 
likes chess because, “There is nothing to 
cheat on in chess. It’s just simply a mind 
game. There is a lesson on how to start 
and how to proceed and how to end 
your moves and in chess you will be able 
to master it.”

After he defeated me in a relatively long 
game, he said “You’re a very aggressive 
player. The game itself should be played 
like this.” Knowing I was a wrestler, he 
said wrestling was the same as chess. In 
Europe and America, catch wrestling is 
often referred to as physical chess. So, it 
was interesting to hear a chess master 
make the same comparison.

Jigjidsuren went on to draw more 
parallels between wrestling and chess. 
“Wrestling is a tradition which covers a 
minimum number of people that have a 
well built or developed body. For chess, 
it does not require anything physical or 
does not depend on gender. Secondly, 
chess is not a seasonal sport. You can 
play it anywhere you want, anytime.”

And the Mongolians do play chess 
anywhere, anytime. In the gers, in the 
streets, in the chess clubs and acade-
mies, in Russia, and at the world level. 
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seven in China, two and a half in Taiwan, 
and three in Mongolia. He conducted 
post-doctoral studies in international 
trade, at School of Economics Shanghai 
University, holds a PhD. from Shanghai 
University of Sport, and a China-MBA 
from Shanghai Jiaotong University. 
Antonio is the author of seven books 
about Asia, three of which are about the 
Chinese economy. For the past 10 years, 
he has been reporting on the Chinese 
economy, the US-China trade war, invest-
ment, geopolitics and defence. Since 2019, 
Antonio has been based out of Ulaan-
baatar, where he continues his China 
economic research, while also reporting 
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TEHRAN BLOG

There’s no revolution on the horizon, 
but something has broken

82    Opinion

are thought to have lost their lives in the security crackdown. 
But when it come to the Islamic powers that be, the spell 
appears to have been broken.

Hopes inside Iran – and among the millions of the Iranian 
diaspora in places like Canada, Germany and Australia – have 
been high that the clerical regime of 42 years might finally 
be toppled. But recent reports indicate that the numbers 
now venturing on to the streets to protest are in the low 
thousands, rather than the millions seen in 2019, when a 
sudden price hike in the price of Iran’s extremely affordable 
gasoline triggered anger amid growing economic hardship.

Nevertheless, the protest movement, despite lacking the 
numbers to bring down the Ebrahim Raisi government 
and the nearly-all-powerful overarching theocratic power 
structure led by Supreme Leader Ayatollah Ali Khamenei, has 
persisted, much to the authorities’  surprise.

In a sense, the situation has moved the goal posts. The past 
six weeks in fact appear to have given both women and men 

Yesterday (October 26) brought the 40th day since the 
death of Mahsa Amini, thus, for Iran, the traditional end 
of the mourning period. The story by now is well known 
around the world. She collapsed and died in the custody of 
Tehran’s “morality police” who detained the 22-year-old for 
a loose wearing of the hijab, or headscarf, that, they claimed, 
breached the country’s Islamic dress code. Amini’s death has 
so far unleashed more than six weeks of turmoil across the 
country. Anti-regime protests have fundamentally shifted 
the bounds of what is and what’s not possible in the Islamic 
Republic.

On the 40th day of mourning, thousands were seen marching 
to the graveyard where Amini, an Iranian-Kurdish woman, 
was buried in Kurdistan province. They marched despite 
warnings by local officials that people should stay away. 
Security forces reportedly opened fire. Yet the crowds did not 
flee. The memorial proceeded.

Such defiance is now almost commonplace. A new dynamic 
has been born in Iran. More than 200 young people, at least, 

bne IntelliNews

Despite the authorities' warnings, a "40th-day" memorial event called for Mahsa Amini brought thousands to her hometown cemetery. / social media.
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in the theocratic country of 85 million a more generous  
goal to aim at. To quell some anger, the clerics quite early  
on pulled the morality police from the streets of Tehran. 
They are gone, at least for now. Women are increasingly 
spotted breaking the rules. They walk through the city 
without the obligatory hijab and manteau that have been 
standard for most middle-class liberal women for around 
two decades. The question now is whether the change  
will be allowed to last.

Waves of protests
Since taking control of Iran in 1979, the clerical establishment 
has faced several waves of protests. When the rule that 
women must cover up in public was established in 1980 just 
after the revolution, women opposed it – as many photos 
from the time show – but the surge of power ridden by the 
hardline Islamists proved too much to resist. Across the 
intervening four decades, thousands of women have been 
rounded up and subjected to detention – and worse – for 
breaching the rules on attire.

Previous popular protests against the regime have been 
based on politics or economics, like those in 2019. But the 
current unrest, which truly got going in mid-September 
after Amini was buried, is about the personal domain, the 
freedom of the individual, or at least the freedom of the 
determined women that have led so many of the Amini 
protests. And the sheer ferocity of the demonstrations 
and actions of protest undertaken by these women against 
the male patriarchy has rocked Iran’s male masters. The 
country’s previous status quo, the previous so-called 
“normality”, has to some degree dissolved. It would be a 
foolhardy regime that attempted to stubbornly piece it all 
back together again in indecent haste.

The unique impact of these protests is seen in how women 
and girls as young as 12 have come out to demonstrate 
against the establishment run by Khamenei. The unrest has 
crossed ethnic and social barriers that were left untouched 
by previous protests. The talk is of Generation Z – the bulk 
of those protesting have been aged 16-24. Sadly, the dead are 
thought to include at least 23 children.

Outrage is felt across many different social strata. Protesters 
reflect on how the latest to die could have been their 

daughter, sister or girlfriend, or son, brother or boyfriend. 
They think back to Amini, they consider how it is that a 
woman can be harangued or worse by the state simply for 
showing her hair. The slogan “Women, life, freedom” has 
become a mantra; it recalls how the French refer to their 
“Liberté, égalité, fraternité”.

Digitally entwined economy
The maturity of social media in Iran plainly played a big 
factor in sparking the protests. But shutting down the online 
world in Iran is not such a simple solution for officials 
anymore, for the economy has become digitally entwined, 
interlinked, with the online world. Internet throttling and 
shutdowns are costing the purveyors of e-commerce – and 
in Iran, there are a huge amount – losses that in many cases 
threaten to prove fatal. In the backlash, e-retailers have  
joined social media celebrities in decrying the top officials  
for the blunt instrument they have used in disconnecting 
Iran from the internet.

The impact on Iran’s digital economy has been so immense 
that the country’s chamber of commerce has said the damage 
to the economy could be running at $30mn a day. The great 
number of retailers who rely on the no longer available 
Instagram continue to lose fortunes in revenues (the bulk  
of these retailers are women who use the platform to sell 
wares and services including clothing and opportunities to 
eat in or out).

Iran’s government has become increasingly disconnected 
from the youth in recent years. There’s an inflexibility when 
it comes to perhaps budging an inch in terms of media 
freedom. A vacuum in the media space emerged decades 
ago, and it has been filled by expatriate television channels 
broadcast from London and Los Angeles (this is doubly 
painful for the regime when they see the Saudi funding).

The level of professionalism in the broadcasting and 
other forms of communication, such as that seen with 
international social media platforms, brought about 
a yearning among Iran’s young. Daily witnessing such 
freedoms is no easy thing. The youth nowadays clearly shun 
Iran’s official state media, the only domestic show in town. 
There’s little hope that its viewer numbers can ever recover.

For those born after the revolution, the unyielding stiffness 
of the authorities continues to drive migration to countries 
including Canada and the UK. Perhaps the migration has 
even proved something of a saviour for the regime – without 
it, the numbers available to take to the streets would be that 
much higher.

Accurate data on how many have left the country are not 
obtainable, but estimates in circulation talk about several 
millions, perhaps 10 million. Yet tone-deaf government has 
continued. Just perhaps, from now on, it will no longer be 
accepted.

“The sheer ferocity of the 
demonstrations and actions of 
protest undertaken by these women 
against the male patriarchy has 
rocked Iran’s male masters”
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Rules of the game have finally changed
On social media, celebrities and footballers, to some surprise, 
are now among those speaking truth to power. Something 
vital really does seem to have shifted. Even a dyed-in-the 
wool establishment creature like Ali Larijani has spoken 
out against inflexibility. The rules of the game have finally 
changed in Iran.

There’s a multi-generational call for change that has been 
a long time coming. The movement is leaderless still, but 
certain names pop up with regularity, such as that of Hamed 
Esmaeilion, a widower who was a dentist in Canada until the 
Islamic Revolutionary Guard Corps (IRGC) in January 2020 shot 
down Ukraine International Airlines flight PS752 over Tehran, 
killing 172 people including Esmaeilion’s daughter and wife 
(the Iranian authorities say the shooting down was an accident. 
Maybe it was, but there could well have been a cover-up of 
negligence in the chain of events that led to the tragedy).

The soft-spoken Esmaeilion has embodied the national 
pain of Iranians. Photos of the man show the sheer level of 
agony and frustration felt by many towards the clerics in 
Tehran. Other names include that of Mahsi Alinejad, a former 
journalist in the US whose push for regime change originated 
in her “My stealthy freedom” campaign some years back. It 
nudged women to forgo the hijab.

The road ahead
The regime shows no sign of allowing the fate of the seat of 
power on to the agenda. Encouragingly, however, it does seem 
that top officials are by now deeply divided on how to respond to 
the protests that won’t go away. A paralysis has crept into some 
proceedings. The parliament, for instance, bungled a presentation 
of the autopsy report on Amini. An MP proved unable to 
pronounce half of what was given to him to relay to the chamber.

Different factions argue that they know the right path to take 
from here in dealing with the nightmare of deeply scorned 
women on every street corner, but they are not effective in how 
they communicate their new diktats. They are even incapable 
of implementing processes that would ease social rules to at 
least curb and soothe the angst and tensions in society.

The confusion of the factions in the face of the insoluble 
protests could be the final undoing of the Raisi conservative 
administration, seen as a rehash of the former hardline 
Ahmadinejad government that concluded in 2013. The 
president himself has looked unnerved in recent television 
footage of him. His spokesman, meanwhile, was something 
like a rabbit in the headlights when he attempted to calm 
students at Tehran University on October 24. Photos and video 
recordings of the spokesman’s meeting with the students 
leaked to social media suggested that the youth, especially 
young women, are not for backing down anytime soon.

Irrespective of whether or not the government lets women wear 
what they want, 43 years into the longest revolution known to 
man, the protests and outrage persist, convictions and passions 
continue to spill onto the streets. The obstinate authorities 
can choose to slay more 16-year-old girls with beatings and 
bullets. They can kick students out of the university canteen 
for mingling with the other sex. But the kids are not listening. 
The fusty edicts of the clerics are not for them.

Ultimately, the authorities are going to have to move over. 
They’re going to have to make some room for personal 
freedom of expression or they can expect continued 
turbulence in the cities and towns for months ahead into 
the cold season. And that, historically, is when more people 
descend onto the streets of the capital, just as they did in 
putting an end to the Last Shah and his ancien régime. 

It is an extraordinary development, but according to many 
analysts it is a simple fact – for the first time, Iran  
is involved in a major war on the European continent.

Backing the claim that Iranian military advisors, most likely 
members of the Islamic Revolutionary Guard Corps (IRGC), are 
on the ground in occupied Ukraine – and possibly Belarus – to 
help Russia deploy Iranian kamikaze drones in strikes against 
Ukrainian cities and civilian infrastructure, two analysts at the 
Washington, DC-based Foundation for Defense of Democracies 
also suggested that Iran is now preparing to up the ante by 

Iran for first time involved in major war on 
European continent, conclude analysts
bne IntelIiNews

providing Russia not only with potentially thousands of 
additional drones but also with two types of Iranian-made 
ballistic missiles.

With Iran’s drones – write John Hardie, deputy director of 
the Russia programme at the Foundation, and Behnam Ben 
Taleblu, a senior fellow at the Foundation, in a Foreign Policy 
piece headlined “Iran is Now at War with Ukraine” – having 
helped Russia redress battlefield weaknesses hampering its 
eight-month war against Ukraine and conserve some of its 
dwindling missile stock, Tehran, looks set to provide Moscow 
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not only with more Shahed-136 ‘loitering munition’ drones 
and other drones, but also Fateh-110 and Zulfiqar short-range 
ballistic missiles. These single-stage, solid-propellant, road-
mobile ballistic missiles are, said the analysts, among the 
most precise in Iran’s ballistic missile arsenal, the largest in 
the Middle East.

“That Tehran and Moscow would cooperate this closely in 
Ukraine caught many observers – including some leading 
Russian experts on Iran – by surprise,” observe Hardie 
and Taleblu at the Foundation, a non-partisan group, but 
sometimes described as hawkish and neoconservative.

They add: “Despite their recent alignment, Iran and Russia 
have a long history of enmity and mistrust going back to the 
tsarist era, including a series of Russo-Persian wars and frequent 
Russian meddling in Persian politics. During the Cold War, their 
relations were tense when Iran was led by the U.S.-allied shah 
and still worse after the 1979 Iranian Revolution. Iran’s new 
regime dubbed the Soviet Union a ‘Satan’ alongside the United 
States and backed the Afghan mujahideen against the Soviets, 
just as Moscow aided Baghdad during the Iran-Iraq War.

“Relations later improved, with Russia providing assistance to 
Iran’s growing nuclear infrastructure and missile programs in 
the 1990s. But Moscow also earned Iranian mistrust when it 
waffled on major arms deals and assented to multiple United 
Nations Security Council resolutions sanctioning Iran over its 
growing nuclear program.

“Russo-Iranian relations have gained steam, however, since 
Vladimir Putin’s 2012 return to the Russian presidency – and 
particularly since his 2015 military intervention in Syria to 
save their common ally, Syrian dictator Bashar al-Assad. 
Although suspicion and competition remain, both sides 
increasingly see their interests as intertwined, driven 

by shared opposition to the West. A formal alliance isn’t 
forthcoming, but that won’t stop Russia and Iran – along with 
China – from deepening their entente.”

Iranian Supreme Leader Ali Khamenei continues to move for 
stronger relations with Russia and China. With the Kremlin’s 
support, Iran last year obtained full membership in the 
Chinese- and Russian-led Shanghai Cooperation Organization 
(SCO), while Tehran is also seeking membership in the 
so-called BRICS group and is in talks for a permanent free 
trade agreement with the Moscow-led Eurasian Economic 
Union (the EEU groups Russia, Belarus, Armenia, Kazakhstan 
and Kyrgyzstan).

“Viewed in this context, a deal to supply Russia with drones, 
missiles, and military advisors makes strategic sense for Iran 
and can demonstrate the latter’s value to one of its two senior 
partners in the anti-Western entente,” add Hardie and Taleblu.

Turning to the question of what, militarily, Iran may receive in 
return, the analysts suggest advanced Russian fighter aircraft 
or the S-400 air defence system, which Moscow has previously 
declined to sell to Tehran, could now be offered.

While by fuelling the crisis in Ukraine, Iran likely hopes to 
lead the US to continue diverting its attention from the Middle 
East, “ironically, Tehran’s support for Russia’s war in Ukraine 
could prompt the West to pay more, not less, attention to the 
Middle East, especially if Europe now embraces a tougher line 
toward Iran”, note the analysts.

Washington, they conclude, should work to ensure its 
Israeli and Arab allies, “who have for years lived on the 
front lines of the Iranian drone and missile threat, have the 
military capabilities and support they need to counter Iran’s 
aggression”. 

Iranian missiles on display at Iran's National Aerospace Park. / Mahmood Hosseini, Tasnim, cc-by-sa 4.0
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"It is always easier to fight for one’s principles than to 
live up to them,” once said Alfred Adler, the Austrian 
psychotherapist of the early 20th century. 

The quotation from Adler, considered the first community 
psychologist, is very relevant for Moldova’s pro-EU authorities 
that are now in control of all state institutions. Indeed it is 
just as relevant for all post-communist regimes that seek 
to carry out justice reforms using limited instruments and 
within the clear constraints of democracy.

Just as they suspended head anticorruption prosecutor 
Alexandr Stoianoglo more than a year ago based on 
superficial accusations sketched overnight by one of their 
MPs (the MP later admitted she drew them up based on media 
reports), President Maia Sandu’s Party of Action and Solidarity 
(PAS) gives the impression that it now wants to ban overnight 
the Shor Party (and the Socialist Party too if possible), close 
down the website that published leaked conversations 
between Minister of Justice Sergei Litvinenco and his partners 
in the Superior Council of Prosecutors (CSP) and jail those 
involved in the plot for life.

The conversations published by Moldova-Leaks.com focus on 
how PAS representatives on the CSP coordinated to help their 
candidate win the contest to become the head anticorruption 
prosecutor. It is not clear whether their actions were critical 
for the result of the contest – but this doesn’t matter. It was 
not the contest for the head of the customs or environmental 
agency, nor for the manager of the public parks in Chisinau 
(pretty important positions as well), but for the person who 
was supposed to lead the national fight against corruption.

Veronica Dragalin, the candidate allegedly promoted by 
Litvinenco and his partners on the CSP, has the best possible 
background and credibility. But for some reason, this was not 
enough for Litvinenco who, by his actions, showed he was 
the first to doubt her merits. And why he never thought she 
would be able to win the position on merit alone is relevant 
for the way Moldova’s pro-EU authorities think and work. 

BALKAN BLOG 
Moldova’s beleaguered 
pro-EU authorities  
opt for radical and  
risky steps

Iulian Ernst in Bucharest

Dragalin has not commented on the leaked conversations. 
But her mission against “perceived corruption” has just 
become more complicated.

She was selected by the same CSP that was “deeply 
restructured” (including by changing its functioning law) 
with the purpose of making it easier to give a negative 
evaluation of Stoianoglo and eventually allow his dismissal. 
At this moment Sandu is still evaluating whether this would 
be a wise step.

Adler’s work stressed the importance of nurturing feelings of 
belonging and striving for superiority.

His work would serve the authorities in Chisinau, who face 
street protests. Blaming Shor Party leader Ilan Shor is the most 
obvious and easiest thing to do – and Dragalin is taking steps 
to dismantle the organisation behind the weekly protests in 
Chisinau. But this has its drawbacks (banning political parties 
is a shortcut to autocracy) and it is nowhere near enough to 
stop the protests. Sandu’s mission is to address those protesters 
who are not paid by Shor – and their number is increasing in 
direct proportion to the gas and electricity price.

First challenge: street protests
The thousands of people who gather on the streets of 
Chisinau and other cities each weekend, along with the 
leaked Telegram conversations that appear to reveal political 
control over the judiciary prompted the pro-EU authorities in 
Chisinau to take radical steps against opposition parties and 
figures that are seen as threats. 

The government seeks to ban the Shor Party and scrutinise 
the financial affairs of all the collaborators of fugitive 
businessmen and politicians Shor and Vlad Plahotniuc, as 
well as the collaborators of Igor Chaika, the Russian business 
partner of former president Igor Dodon’s brother.

In separate developments that should in principle not 
be linked to the executive or legislative branches, or to 

Protesters set up tents at an anti-government rally organised by the Shor 
Party in September.
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the pro-EU political parties, prosecutors searched the 
headquarters of the Socialist Party (PSRM) on November 11 to 
collect new evidence regarding the party’s illegal financing.

The accusations against the PSRM are similar to those against 
the Shor Party: illegal financing from criminal groups and 
money laundering. However, a request to ban the PSRM 
as well would prompt concerns among independent civic 
society NGOs that already flagged up problematic decisions 
taken by the pro-EU authorities.

Not a mere NGO, the Venice Commission has criticised 
Moldova’s pro-EU authorities over the content of the CSP 
law and the way it was amended. The PAS amended the law 
so as to give the CSP the right to subjectively evaluate head 
prosecutors, which opens the door to political interference.

Banning the Shor Party (a measure currently under 
evaluation by the Constitutional Court at the request of the 
government) is an even more risky step that may be seen as 
restricting freedom of expression. The Shor Party may be a 
political vehicle for Ilan Shor, but political parties, in general, 
are entities that are distinct from their members or leaders.

“There is a decision of the Venice Commission on the 
outlawing of political parties, which calls on the member states 
to be very careful about this,” explained Igor Botan, executive 

director of the Association for Participatory Democracy 
(ADEPT), last year – at the time the pro-EU authorities were 
considering banning Shor’s party for the first time.

Even if Ilan Shor is given a final sentence for involvement in 
the so-called ‘$1bn bank frauds’, and prosecutors manage to 
demonstrate that money stolen by Shor was used to finance 
the party, this would not be enough for the Constitutional 
Court to ban the party, he explained. 

Second challenge: Moldova-Leaks.com
Moldova Leaks is the most significant negative development, 
after the weekly rallies organised by Shor Party and PSRM, 
used by the opposition parties (or rather their hidden 
supporters) for the pro-EU authorities.

The latest bundle of conversations include alleged evidence 

of arrangements being made under the table to appoint 
Dragalin.

Igor Munteanu, former diplomat and founder of independent 
think-tank Viitorul, more recently the founder of pro-EU, 
pro-Nato party CUB, has suggested that the authenticity of 
the conversations published should be checked – and the 
evidence should be carefully evaluated, if valid.

Third challenge: cloning pro-EU parties
Speaking of Munteanu, he and his party are relevant for the 
third line of attack developed by the opposition in Moldova.  
A growing number of political parties of self-declared  
pro-EU orientation are expressing views that undermine  
the credibility of the pro-EU authorities or create a stat 
of tension. 

Sandu and Prime Minister Natalia Gavrilita say they have 
evidence Shor’s rallies are supported by Russia, but it is 
unclear how many other politicians have Russia links. 

Muntean recently suggested that it is the right time for 
Moldova to take aggressive steps against the separatist 
Transnistria region, by blocking all natural gas supplies to 
the region. In contrast, the authorities in Chisinau managed 
to maintain constant negotiations with Transnistria, which, 
until it refused to supply electricity after November 1, 
also avoided any escalation. Sandu and her party have 
constantly argued for a peaceful settlement of the situation  
in Transnistria.

Munteanu and his party also called for Gavrilita's government 
to resign, questioning its good faith.

Former PM candidate Mariana Durlesteanu (who previously 
ran on the PAS ticket) is another politician of self-declared 
pro-EU and democratic orientation planning to set up her 
own party. In 2021, Durlesteanu refused the PM nomination 
just in time to allow then president Dodon to appoint his own 
candidate. She has also criticised the pro-EU authorities.

Other parties are being prepared with a view of supporting 
Moldova’s “statality” – an ideology meaning bilateral ties  
with Russia and the EU but not EU membership. One such 
party is Statalitate, with a low-profile leadership, linked by 
media to Russia.

Chisinau mayor Ion Ceban, a former Socialist Party member, 
also is also en route to setting up his own party. Ceban 
became mayor of Chisinau after a controversial court 
decision disqualified his pro-EU rival – even though the latter 
got more votes.

None of the new parties already set up has a demonstrated tie 
with Russia, but all of them are criticising the methods used 
by the current pro-EU authorities, with a particular focus on 
the government’s results in the year since it took office. 

“There is a decision of the Venice 
Commission on the outlawing of 
political parties, which calls on  
the member states to be very  
careful about this”
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Central Europe’s authoritarian populists have taken 
lessons from Russian dictator Vladimir Putin by turning 
state broadcasters into propaganda mouthpieces, 

spreading disinformation, and using friendly private or state-
owned companies to build sycophantic media empires, a 
conference organised by the Aspen Central Europe platform 
heard this week.

State broadcasters in Hungary and Poland are already 
government mouthpieces, and their Czech and Slovak peers 
have also come under pressure in recent years.

Throughout Central and Eastern Europe public broadcasters 
are much more state-directed than their counterparts in 
Western Europe. Only Czechia and Lithuania have fully 
independent public service media, according to a study by the 
Center for Media, Data and Society published in September.

“Polish state TV [TVP] is pure propaganda,” Brygida Grysiak, 
deputy editor in chief of private news channel TVN24, told the 
conference ‘The future of a free press in Central and Eastern 
Europe’ held in Prague on November 8.

“We [TVN] are the only truly independent one now,” she said, 
pointing out that TVN24 also has the highest ratings of any 
news channel. “The more the government attacks us the 
higher the ratings we have.”

“We also had problems with previous governments too,” 
she pointed out, “but we had never had access to public 
information or access to press conferences restricted, or  
been called traitors.”

TVN, owned by the US Warner Brothers Discovery, almost 
lost its licence last year and only had it renewed in 
September, one working day before it was due to expire, 
following pressure from the US government. Grysiak 
said Jaroslaw Kaczysnki, Poland’s de facto ruler, had even 
admitted that the only reason TVN was not closed down  
was because it was US-owned.

CONFERENCE CALL

Central Europe's 
populists follow the  
Putin playbook to 
control the media

Robert Anderson in Prague

“If they could shut us down they could do it with everyone," 
Grysiak said.

Poland’s ranking has sunk in the Reporters with Borders 2022 
World Press Freedom Index to 66th, down from 18th in 2015.

“Public broadcasters are the canary in the goldmine,” said 
Jamie Fly, CEO of Radio Free Europe/Radio Liberty, which is 
funded by the US Congress. “If you see public broadcasters 
being co-opted you can almost predict what comes next.”

“The scary thing for me is how quickly this has changed,” he 
said. “We are heading directly to what Putin has done in Russia.”

Stuffing the media boards
Petr Dvorak, director-general of Czech Television (CT), said for 
former premier Andrej Babis “public service media became 
his competitor and target”.

While premier, the populist billionaire, who has his own 
press and radio empire, regularly attacked the state-owned 
broadcaster and refused to give its reporters answers to 
questions or appear on its shows.

Deputies from his ANO party and opposition extremist parties 
tried to cut or even abolish the licence fee (CT’s main source 
of revenue), publicised “lying audits” of the broadcaster in the 
Czech parliament, and regularly made crude verbal attacks on 
its journalists.

After the laws curbing CT failed to pass in the parliament, ANO 
and the extremist parties “stuffed the media councils [boards]” 
with nominees “tasked with destabilising Czech Television”, 
including by making slanderous attacks on Dvorak himself.

The attacks led to warnings by international journalist 
organisations.

The new centre-right government elected in October has 
submitted a reform to give the more independent upper 

Protesters set up tents at an anti-government rally organised by the Shor 
Party in September.
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in March commended the new government's planned reforms 
but said much still needed to be done to both strengthen the 
public service media and fight disinformation.

“The new government has a crucial challenge ahead of it to 
promote the sustainability and pluralism of media and to 
weaken the influence of disinformation sources. A priority task 
is to revise media legislation to strengthen the independence 
of public service media and weaken the influence of politicians 
over content,” the IPI report concluded.

Building fake independent media
The third main tactic used by rightwing populists such as 
Kaczynski,  Orban, as well as more centrist populists such as 
Babis is to build up their own friendly private-owned media 
empires to spread their message and give a false impression of 
media diversity and independence.

“You can be much more subtle by using friendly oligarchs to 
buy media in the public space,” said Fly.

Babis bought his own empire in a Czech media scene that has 
now become dominated by domestic tycoons. Some of these 
oligarchs curried favour with Babis through their media, 
maximising his reach.

“Czech businessmen soon discovered that owning media is 
not very interesting from a business point of view but was 
interesting from an influence perspective,” said Dvorak.

“Media capture in the Czech Republic differs fundamentally 
from countries like Hungary. Rather than a state-led media 
takeover, the Czech Republic witnessed the acquisition of 
many of the country’s largest private media outlets by a 
handful of oligarchs for whom media could be used to promote 
their wider business interests,” the IPI report stressed. 

Poland’s ruling Law and Justice party used the state-owned 
refiner Orlen to buy up the dominant Polska Press chain 
of regional dailies in 2020. “They have taken over the local 
media landscape in Poland,” said Grysiak. She added that state 
advertising and adverts from state-owned companied were 
also channelled to friendly media.

Orban perfects the model
Hungary has gone even further down this road, with more 
than 500 media outlets gathered in one foundation to 
co-ordinate their output, and independent media blocked 
from receiving information. Hungary’s press freedom ranking 
has collapsed from 10th in 2006 to 85th.

“The biggest problem is access to information,” said Marton 
Karpati, CEO and founder of Telex.hu, a news website created 
by journalists from Index.hu when it was taken over by a 
government-friendly oligarch. “We have no invitations to 
press conferences, no answers from government politicians, 
no interviews with government politicians.”

house a voice in electing the public broadcasters’ boards, 
which should prevent political parties terrorising the public 
broadcasters.

The Czech ranking in the Global Press Freedom index 
collapsed from 13 to 40 between 2014 and 2019, but then 
recovered to 20 in 2021. 

“You often have to fight a long-term battle to preserve your 
independence,” Dvorak said. “The bad news is how unstable 
the media position in Central Europe can be,” he concluded.

However, his deputy editor in chief, Martin Reznicek, pointed 
out how Czech politicians continue to deliberately underfund 
the very well respected public broadcaster, a pattern common 
to the region. “CEE broadcasters are still fighting for their very 
existence,” he said.

Governments of all stripes have failed to increase CT’s licence 
fee for 14 years, and the broadcasting law is “obsolete” (it was 
originally passed in 1991). “It comes from a different century,” 
he said.

Disinformation super spreaders
A second tactic used by populist political leaders is to promote 
disinformation outlets, which have become a regular source 
of news for many Central Europeans. Hungary’s strongman 
Viktor Orban or Poland's ruling Law and Justice party can 
create their own fake news through state-controlled or 
friendly media and state-funded advertising campaigns, while 
opposition leaders such as Slovakia's Robert Fico are regular 
spreaders of disinformation through social media.

Czech President Milos Zeman has regularly appeared on fringe 
TV channels such as partly Chinese-owned TV Barrandov, 
and given interviews to news site Parlamentni Listy, which 
often in the past acted as a super spreader of Russian-inspired 
disinformation.

“Strengthening more marginal disinformation media was an 
important part of [Zeman’s] agenda,” Dvorak said.

Babis regularly attacks the media for lying and even took out 
full-page advertisements in his own newspapers in September 
telling voters to ignore it and watch his social media show 
instead.

The spread of fake news by disinformation sites creates 
confusion and promotes lack of trust in independent media.

“Noise has become the new censorship,” said Natalia Antelava, 
co-founder of Coda Story, a New York-based online crisis 
reporting news platform. “For journalists to get through the 
wall of noise is more and more difficult. Unless we can break 
through this noise we are in deep trouble.”

An IPI report entitled “Media Capture in the Czech Republic” 
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Moreover, resistance from the remaining Sme journalists 
eventually forced Penta to exit in 2021. "Sme survived pressure 
from the oligarchs. They pulled out of the paper because the 
paper was against them. It was a happy ending. We have two 
quality papers out of one."

However, for most media securing funding is a constant 
struggle that is only getting harder.

“The biggest challenge for Czech private media is that we 
have not found a profitable model,” said Andrea Prochazkova, 
deputy editor in chief of Respekt, the biggest weekly news 
magazine, which is owned by Czech-born tycoon Zdenek 
Bakala.

She pointed out that there is no tradition of paying for 
online news in Czechia, and that private news media have to 
compete not only with CT’s online site, but also a news site 
funded by the country’s leading browser, Seznam. The current 
cost of living crisis is leading to rising costs and cancelled 
subscriptions, Prachazkova said.

“It is much harder to persuade readers to pay for news,” 
she said. "Everyone in Czech private media is seeing falling 
numbers.” 

Getting independent news out to citizens is also challenging. 
Budapest residents will search out independent news online, 
but rural voters tend to rely much more on state-run or 
oligarch-dominated media. “It is really hard to reach people 
outside Budapest with non-government news,” Karpati said.

All state advertising is also restricted to friendly media.  
“The biggest advertiser is the state and this money does 
not go to independent sites, which distorts the market very 
much,” he said.

At the same time “[private companies] are afraid they will not 
get money from the state if they advertise in media like us”.

Finding a profitable business model in such authoritarian 
environments is a huge challenge, but it is also difficult in freer 
political systems and markets such as Slovakia and Czechia.

Matus Kostolyni, editor-in-chief of Slovak daily Dennik N, said his 
newspaper has been able to establish itself and expand through 
the support of readers who were enthused by the "great story" of 
the way it was founded by Sme journalists who quit when their 
former paper was taken over in 2014 by the controversial Penta 
financial group. "We were lucky to have the story behind us.  
It was why people started to read us," said Kostolyni.

A week ago, Kyrgyzstan’s security chief, Kamchybek 
Tashiyev, posted photos on Facebook of himself 
admiring a model of a Turkish-made Aksungur military 

drone. The message, in English, “Now ‘Aksungur’ is ours too,” 
was written above the photo.

A picture truly can say a 1,000 words sometimes – this 
particular picture was meant to, all at once, reassure Kyrgyz 
citizens, warn Tajik authorities and send the message that if 
another battle breaks out along the Kyrgyz-Tajik border, it will 
be more deadly than the last confrontation.

And the current mood in the two countries suggests that there 
will indeed be a next time.

The Kyrgyz and Tajik militaries fought each other in late April 
2021 and again in mid-September this year. There have been 
tensions along the two countries’ frontier for many years.

Ten years ago, when the tensions boiled over, the result was 
villagers on both sides of the border throwing sticks and 

Kyrgyzstan and Tajikistan are only talking  
at each other. Another conflict is looming
Bruce Pannier 

stones at each other. During the four-day war in September, 
there were exchanges of mortar and artillery fire, Tajik rockets 
landed near the airport in Kyrgyzstan’s provincial capital 
Batken and Bayraktar drones that Kyrgyzstan purchased from 
Turkey in 2021, following the April Kyrgyz-Tajik conflict, were 
used against targets in Tajikistan.

In another sign of how the armed exchanges have escalated, 
in the latest showdown at least 134 people were killed in less 
than 72 hours, compared to the 54 killed in the April 28-30, 
2021 fighting.

There have been dozens of incidents along the Kyrgyz-Tajik 
border in the past 10 years. The root of the problem is border 
areas that are still not demarcated, more than 30 years after 
the two post-Soviet countries became independent.

In the past, when there were clashes, local officials from both 
countries usually quickly arrived to defuse tensions. They were 
then followed by higher-ranking officials who quickly arranged 
a truce and implemented measures to alleviate tensions.
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Kyrgyz parliamentary deputy Chyngyz Kustebayev wrote on 
his Facebook page: “What kind of regional security can we talk 
about, when from year to year the actions of the leadership 
of Tajikistan in the region undermine peace and harmony 
between the peoples of the countries of Central Asia?”

The next day, Shohin Samadi, the Tajik Foreign Ministry’s 
press secretary, responded on his Facebook page, writing that 
“after the armed aggression against Tajikistan, and in order 
to cover up their criminal actions, the Kyrgyz authorities 
launched a powerful information attack against our country, 
accompanied by unconfirmed facts and heinous lies, which 
still hasn't stopped.”

Kyrgyzstan’s Foreign Ministry stepped in again, with a 
reply that urged Tajikistan “not to create an atmosphere of 
intolerance.”

Then, on October 19, the Tajik border guard service claimed 
Kyrgyzstan was bringing reinforcements to the border area and 
fortifying firing positions. It added that between September 26 
and October 15, Kyrgyzstan had violated Tajik air space 13 times 
by sending reconnaissance drones over Tajik territory. The guard’s 
statement included photos, allegedly of placed equipment and 
improvements to military positions along the border.

Kyrgyzstan’s border guard denied the accusation, countering 
that since September 25, on the Tajik side of the border, there 
had been the preparation of new firing positions and the 
digging of trenches. The guard added that Tajik reconnaissance 
drones had flown over Kyrgyz territory 10 times.

While all this was happening, there were reports that Tajikistan 
was buying military drones from Iran – which was interesting 
since, in May, the chief of Iran’s armed forces, General 
Mohammad Bagheri, visited Dushanbe to attend the opening 
of a factory that will produce Iranian Ababil-II military drones.

The two sides are not talking to each other. They are talking 
at each other, ratcheting up tensions as they increase their 
military capabilities along the border. That suggests another 
military conflict is coming. 

These things did not happen after the September war  
broke out.

The shooting finally stopped late on September 17 and, from 
September 19-20, the head of Kyrgyzstan’s State Committee 
for National Security, Tashiyev, and his Tajik counterpart, 
Saimumin Yatimov, met to sign agreements meant to stabilise 
the situation along the border, as they did following the 
conflict in 2021.

But this time, away from the negotiation table, the comments 
from other officials on both sides of the border were not about 
peace or reconciliation.

On September 18, Kyrgyzstan’s Foreign Ministry said Tajikistan 
had carried out an act of armed aggression, had crossed into 
Kyrgyz territory and briefly occupied several Kyrgyz villages.

At a press conference in Dushanbe on September 19, Tajik 
Deputy Foreign Minister Sodik Imomi accused Kyrgyz troops 
of conducting targeted strikes against civilian infrastructure 
in Tajikistan and claimed Kyrgyz reinforcements and heavy 
weaponry had not been withdrawn from the border area as 
agreed and that “their presence there leaves no doubt that all 
their [Kyrgyz] thoughts are only about violence.”

On September 20, Kyrgyzstan’s Foreign Ministry called 
Imomi’s comments “reckless” and said: “Despite all the clumsy 
and absurd attempts of the Tajik side to mislead the world 
community, the inhumane armed aggression committed by 
Tajikistan against Kyrgyzstan… remains a fact.”

Kyrgyz President Sadyr Japarov addressed the UN General 
Assembly in New York that same day, and mentioned “Tajik 
aggression” during his speech.

The mutual accusations and recriminations continued. The 
secretary of Kyrgyzstan’s security council, Marat Imankulov, 
claimed that there were Afghan militants on the Tajik side and 
other Kyrgyz officials made reference to bearded men in black 
clothing taking part in the fighting.

The Tajik Foreign Ministry said Kyrgyz authorities were 
putting pressure on Tajik nationals studying or working in 
Kyrgyzstan and on ethnic Tajiks who lived in Kyrgyzstan. The 
Tajik Foreign Ministry asserted: “Law enforcement agencies of 
Kyrgyzstan plan to deport more than 500 students.”

Kyrgyzstan’s Foreign Ministry described that statement as “an 
attempt ... to destroy the fragile peace that with great efforts 
manages to sustain between the parties.”  

The war of words subsequently eased – until the 
announcement on October 4 that Russian President Vladimir 
Putin was to bestow the “Order of Merit for the Fatherland” 
to Tajik President Emomali Rahmon for the latter’s service to 
preserving regional stability.

In an aggressive move, Kyrgyzstan’s security chief Kamchybek Tashiyev 
posted photos on Facebook of himself admiring a model of a Turkish-made 
Aksungur military drone. / Cropped from Facebook.
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Russia’s international reserves up by $10bn in the first week of 
November to $552.1bn

Russia’s international reserves rose to $552.1bn, climbing by 1.9% 
($10.5bn) over the week as of November 11, the Central Bank of 
Russia (CBR) announced.

As of November 4, 2022, international reserves amounted to $541.6bn, 
Tass reported.

The total includes the circa $300bn frozen in Western central banks at 
the start of the war in Ukraine in February.

Romanian banks’ profit hits record after 25% y/y surge in Q3 

The aggregated net profit of Romanian banks surged to RON2.88bn 
(€581mn) in Q3, 25% more compared to the same period last year, 
according to calculations based on data published by the National Bank 
of Romania (BNR).

For the year-to-date period January-September, the profit rose by 17.8% 
y/y to RON7.57bn (+18.2% y/y to €1.53bn). The annualized return on 
equity (ROE) in January-September rose to 16.6%, a significant 3pp up 
from 13.6% in the same period last year. The outstanding performance 
of the banking system was partly driven by the advance of lending 
activity, but the higher interest rates also contributed.

Polish factories go deeper in recession mode, October PMI survey shows

Poland's Purchasing Managers' Index (PMI) slid 1 point to 42 in October, 
furrowing deeper below the 50-point mark separating contraction 
from growth, where it has stayed for six consecutive months now, the 
economic intelligence company S&P Global said on October 3.

Output and new orders drove the October fall in particular. “Production 
fell for a sixth successive month and at a sharper, more severe rate. 
Firms widely indicated that widespread economic uncertainty, high 
inflation, and the war in Ukraine had all served to undermine sales 
demand,” S&P Global said. Similar factors ensured that new export 
orders fell sharply, with the latest data showing an eighth successive 
monthly decline, the index compiler added.

Inflation in Ukraine hit 26.6% y/y in October

Inflation in Ukraine increased by 2.5% in October 2022 compared to 
September and by 26.6% year on year, Economic Pravda reported on 
November 10. 

On the consumer market, the biggest increase was seen in food and 
non-alcoholic beverages, which rose by 4.2% compared to September, 
according to data from the State Statistics Service. Eggs rose in price 
the most, by 60.5%. Prices for lard, vegetables, fruits, meat and meat 
products, non-alcoholic beverages, fish and fish products, cheese,  
butter and milk climbed by 2.3-11.3%.

Russia gross intl reserves $bn

Romania: Banking System's Profits, NPL ratio (€mn, %)

Poland PMI

Source: CBR

Source: bne IntelliNews

Source: S&P Global Market Intelligence

Ukraine Inflation y/y

Source: UAH
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Latvia has become the first EU country 
to enter recession in the current 
economic cycle, according to a flash 
estimate published by Latvia’s Central 
Statistical Bureau (CSB) on October 28.

Compared to the second quarter of 
2022, GDP fell by 1.7% (according 
to seasonally and calendar adjusted 
data).This puts Latvia in technical 
recession (two consecutive quarters of 
q/q decline) following the 1% q/q fall in 
Q2 GDP.

Compared to the third quarter of 
2021, gross domestic product (GDP) 
decreased by 0.6% (according to 
seasonally and calendar non-adjusted 
data), LSM.lv, a Latvian news website, 
reported on October 31.

Provisional estimates show that GDP 
was affected by a drop of 3.9% in 

producing sectors and a growth of 
1.7% in services sectors.

However, the figures are subject to 
revision, and the precise volume of 
and changes in the GDP in the 3rd 
quarter of 2022 will be published on 30 
November.

Separately, calendar-adjusted data 
(at constant prices) compiled by the 
Central Statistical Bureau (CSB) 
show that, compared to September 
2021, in September 2022 total retail 
trade turnover rose by 1.8%. Retail 
trade both in food as well as in non-
food products (except for retail sale 
of automotive fuel) increased by 
1.8%, and turnover of retail sale of 
automotive fuel by 1.5%.

As compared to September 2021, the 
largest turnover rise was registered 

Latvia becomes first EU country to enter recession

Linas Jegelevicius in Vilnius

In September Latvia's total retail trade turnover rose by 1.8%. / bne IntelliNews

in retail sale of information and 
communication equipment in 
specialised stores (of 19.2%), retail 
sale of hardware, instruments, 
construction materials and sanitary 
equipment (9.9%) and retail sale of 
clothing, footwear and leather goods 
(7.3%). A turnover drop was registered 
in retail sale in stalls or markets (of 
7.0%), retail sale of cosmetics and 
toiletries (5.2%) and non-specialised 
stores selling mainly non-food 
products (3.5%).

Total retail trade turnover at current 
prices increased by 21.5% (not taking 
into account the calendar influence). 
Compared to August, in September 
2022, the total turnover of retail trade 
enterprises rose by 1.2%, according to 
seasonally adjusted data at constant 
prices, LSM.lv reported. 
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