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OBB warned its Hungarian peer MAV to address schedule issues as it consistently failed to meet the timetable on the hourly international trains from
Budapest to Western Europe. / bne IntelliNews

Orban can't even make the trains
run on time

Tamas Csonka in Budapest

off from direct services to Western Europe due to

regular delays on the Budapest-Vienna line, a further
blow to the Ministry of Transport, which is overburdened by
maintenance work on main railway lines.

a ustrian state railway company OBB has cut Hungary

The OBB warned its Hungarian peer MAV to address schedule
issues as it had failed to meet the timetable on the hourly
international trains from Budapest to Western Europe.

From October 2, railjets departing from Budapest and bound to
Linz, Salzburg and Munich will stop in Vienna, which means
that Hungarians travelling further need to change trains in the
Austrian capital. Railjet trains to Hungary will continue to run
on their full routes, according to the statement.

Renovation work on a 29km section of the Budapest-Vienna
line, which passes through central Hungary, commenced

in mid-September and is projected to continue until
mid-December. The deteriorated condition of the track,
which is one of the busiest in Hungary, had led to the
imposition of speed limits of 100 km/h. These have led

www.bne.eu

to 20-30-minute delays, which increased further with the
closure of one track, creating a bottleneck.

MAV argued that meeting OBB's requests would have
disproportionately impacted domestic transportation.
Replacement buses on the section ongoing reconstruction
were put into use, but these did not affect international travel,
itadded.

According to pundits, MAV has breached EU guidelines
pertaining to track renewal.

The maintenance work began overnight; however, according
to EU directives, track maintenance that affects more than
30% of traffic and last longer than 7 days must be announced
two years in advance. The regulation also compels MAV to
consult freight forwarders and its peers in advance.

MAV has contracts with 53 freight companies, so the Czech
and Austrian railway companies were right to expect to

be informed of the limited use of the track for a prolonged
period.



Transportation issues were delegated to Fidesz strongman
Janos Lazar in 2022, after his comeback to national politics
after four years. The former head of the Prime Minister's Office
stepped back or was forced to step back by Prime Miniister
Viktor Orban after his humiliating loss in a mayoral by-election
to Peter Marki-Zay in 2018, who four years later run was the
joint prime minister candidate of the joint opposition.

Lazar inherited a state-owned giant, the largest employer

in the country, after the MAV merged with state-coaching
company Volanbusz, leading to competition issues. The
merger was aimed at coordinating intercity traffic and
reducing parallel lines. While Volanbusz is renewing its fleet,
that can not be said of MAV. Despite EU funds going to track

renovations and fleet renewal, state railway company MAV
islagging behind its peers even in Central Europe.

Delays are just as regular on suburban lines and smaller lines.
Few companies have the expertise in renewing railway tracks.
One of them is RM International, the company owned by
billionaire Lorinc Meszaros, close to Orban.

Local media reported that the upgrade of the Budapest-
Belgrade railway line came to a standstill as the Chinese
constructor has been unable to supply the security system
required to meet EU standards. Its Hungarian partner has
withdrawn from the construction site and sent staff and
machinery for the reconstruction of the Budapest-Vienna line. ®

Ukraine bows to Hungarian demands and
removes OTP bank from ‘international

sponsors of war’ list

Tamas Csonka in Budapest

(NACP) has temporarily suspended OTP Bank,
Hungary's biggest commercial lender, from its list of
"international sponsors of war".

U kraine's National Agency on Corruption Prevention

The decision was made as a result of OTP's negotiations

"to terminate cooperation with the Russian Federation",

a condition which must be fulfilled for removal from the list,
the NACP said.

The NACP "hopes that this decision will lead to Hungary's
unblocking of €500mn of vital EU military aid for the Ukrainian
people”, the agency added. Budapest has used OTP being on
the sponsors of war list as a pretext to block EU aid to Kyiv.

A permanent removal from the blacklist will depend on the
bank’s willingness to terminate cooperation with Russia, the
agency said.

OTP was put on the blacklist in May, which further increased
tensions between Budapest and Kyiv.

NACP said OTP continued to operate in Russia and provided

loans to members of the Russian army on "favourable terms”,
and that it recognised the independence of the Luhansk and
Donetsk regions

The Ukrainian central bank had earlier demanded that OTP
Group, which has a stake in Ukraine worth approximately
$500mn, leave the Russian market.

Hungary's leading lender has dismissed the accusation that
it conducted activities in the occupied territories of Ukraine
and said that it operates in full compliance with local and
international legislation in all its markets.

In July, Hungary announced that it would maintain its
rejection of European financing for the shipment of weapons
to Ukraine as long as Kyiv continues to include OTP on the list
of sanctioned companies.

The "war sponsors" list was created in the aftermath of Russia’s
full-scale invasion of Ukraine in February 2022 in an attempt to
deter companies from maintaining their operations in Russia.

"Until OTP is removed from the list, Hungary will not back
any further European Union financing of Ukrainian weapons
deliveries,” Hungary's foreign ministry said earlier.

Relations between the two countries have been tense for
years, with Budapest accusing Kyiv of limiting the rights

of the Hungarian minority of 150,000 people living in the
neighbouring country, while Ukraine criticises Hungary for
supporting Moscow's policies and interests. ®

"OTP was put on the blacklist in May,
which further increased tensions
between Budapest and Kyiv”

www.bne.eu
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Plans for doubling Azerbaijan’s gas flows

to Europe on hold

David 0'Byrne of Eurasianet

Union for Baku to double the volume of gas it sends to
Europe to 20 billion cubic metres a year are on hold as
European gas buyers have yet to confirm they'll take the gas.

P lans agreed last year by Azerbaijan and the European

Speaking to reporters at a round table meeting in the Turkish
capital Ankara on September 14, Turkish Energy Minister
Alparslan Bayraktar confirmed that his ministry had
instructed the operator of the TANAP pipeline, which carries
Azeri gas across Turkey to Greece, to prepare to expand the
pipeline to its full 31 billion cubic metres a year capacity, in
order to carry the extra 10 billion cubic metres a year.

But he added that, as far as he was aware, as yet neither the
operators of Azerbaijan's main gas fields nor the operators
of the three pipelines which carry the gas from Azerbaijan
to European markets had received confirmation that the gas
actually has a market in Europe.

"I'm not quite sure whether the European market is ready to
receive more gas on a long-term basis from TANAP. " he said,
explaining that he had discussed the issue many times with
Azerbaijan's state oil company SOCAR which is a partner in all
the country's gas fields and in the three transit pipelines that
carry the gas to Europe.

"On the European side, I don't think they are giving a full-
fledged long-term commitment for the off-taking of this
additional gas. Without this commitment, I don't think the
expansion is possible,” he added, explaining that without
commitments to purchase the extra gas, even the companies
operating Azerbaijan's gas fields won't be able to invest to
expand production to the extent needed to produce that
extra gas.

Owned by Azerbaijan (58%%), Turkey (30%) and BP (12%), TANAP
is one of the sequence of three pipelines which make up the
Southern Gas Corridor, the EU-backed gas corridor planned as
far back as the 1990s and which finally began supplying up to
10 billion cubic metres a year of gas to Europe in 2020.

All three pipelines will need to be expanded to their full
capacity to allow exports to reach 20 billion cubic metres a
year, but that expansion will require substantial investment
to install extra compressors, which in turn requires
guarantees that there will be extra gas available to fill the
expanded pipelines and that this extra gas can be sold.

The plans to double exports of Azeri gas to Europe were
agreed under a memorandum of understanding between the
European Union and Azerbaijan signed in July last year.

The agreement was signed in the wake of Russia's invasion

of Ukraine the previous February and growing fears that the
loss of Russian gas imports of upwards of 180 billion cubic
metres a year would leave Europe starved of gas and suffering
widespread power outages.

The wording however was not that of a formal commitment,
signalling only that the two sides had agreed to "aspire” to
support doubling Azeri gas exports to Europe to "at least 20
billion cubic meters of gas annually by 2027, in accordance
with commercial viability and market demand".

But while Europe has faced unprecedented increases in
energy prices, a continent-wide energy shortage has been
avoided thus far thanks to greatly increasing imports of
liquefied natural gas (LNG) and boosting power generation
from other sources such as coal, nuclear and renewables.




This has left both sides facing a conundrum.

If there is no gas shortage, there is no guaranteed market for
the extra gas Azerbaijan is supposed to supply, and no reason
to invest in expanding either production or the capacity of
the pipelines.

At the same time, it's still unclear just how much extra gas
Azerbaijan will be able to supply, and when.

Current production capacity on the BP-operated Shah Deniz
gas field which supplies the bulk of Azerbaijan's gas exports,
is not able to supply the full 10 billion cubic metres of extra
gas required.

BP has started drilling exploration wells in two deep
reservoirs which may be able to provide more gas but it is
unclear whether they will find commercially exploitable
volumes.

But even if that happens, bringing those wells on stream
will take time and require further investment which in turn
will require some form of guarantee that the gas will find

a market.

Also, France's Total Energies recently started production of
around 1.5 billion cubic metres a year of gas from Azerbaijan's
Absheron gas field.

That can be expanded to around 5.5 billion cubic metres a
year but again that will require more investment, for which
the operators will require commitments that the gas can be
sold.

Azerbaijan has already managed to increase its gas exports to
Europe to 11.4 billion cubic metres last year, and is expected
to reach 11.6 billion cubic metres this year.

However Baku also has commitments to supply gas to its
neighbours Georgia and Turkey as well as growing domestic
demand, and last year's increased exports were realised in
part by a complex gas swap agreement with Turkmenistan

European Commission President Ursula von der Leyen and Azerbaijani
President Itham Aliyev signed the gas deal in July 2022. / president.az

and Iran, which was recently expanded further and may be
expanded again, and also in part by Azerbaijan importing
Russian gas (in contravention of the Azerbaijan-EU deal's
political intention of reducing the EU's dependency on
Russian gas.)

Again it's unclear to what extent that "swap"” deal could be
expanded, and, even whether gas sourced from Iran could be
used to provide exports to Europe given that Tehran is still
subject to international sanctions.

Also unclear is whether Azerbaijan's military offensive to take
full control of Nagorno-Karabakh will have any impact on EU
relations with Baku, and hence on future gas trade.

Speaking on September 24 French President Emmanuel
Macron accused Azerbaijan's authorities of being
"uninhibited" and "threatening the border of Armenia." And
on September 25, David McAllister, the chair of the European
parliament'’s foreign affairs committee, suggested that the EU
"should make it clear that any attempt to remove or coerce
the Armenian population from the Nagorno-Karabakh
region will have serious consequences for our relations with
Azerbaijan."” (Indeed it appears that the large majority of the
region’s population has decided to flee rather than live under
Azerbaijani rule.)

A solution to the conundrum may come from Turkey, in the
shape of Ankara’s planned gas trading hub in northwestern
Turkey, close to the country's four pipeline connections which
already transit gas to Europe.

Although details have yet to be finalised and made public,
what Ankara envisages is a trading point like the Title
Transfer Facility (TTF) trading point in the Netherlands where
gas arriving from multiple sources either by pipeline or as
liquefied natural gas is traded.

Speaking at his round table meeting, Turkish Energy Minister
Alparslan Bayraktar explained how he envisages gas from
various sources by pipeline and LNG arriving in Turkey could
be traded on Turkey's existing EPIAS energy exchange in
Istanbul, which already trades gas for the Turkish market.

That, though, requires gas from multiple sources, which can
be traded. Turkey currently has considerable excess LNG
import capacity, and imports gas by pipeline from Azerbaijan,
Russia and Iran.

With international sanctions likely to restrict transit of both
Russian and Iranian gas to Europe through a Turkish hub, that
potentially leaves just LNG and Azeri gas, offering a possible
incentive for investment to boost both Azeri gas production,
and the capacity of the pipelines to carry any extra gas to
Europe. ®

This article first appeared on Eurasianet (www.eurasianet.org).

www.bne.eu
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Skoda Auto to re-enter Kazakhstan market

Kanat Shaku in Almaty

poised to re-enter the Kazakhstan market. The market

return, conducted through a sales and production
partnership with Allur Company, will include the production
of four Skoda models - the Kodiag, Kamiq and Karoq SUVs
and the Octavia five-seat family car - in Kazakhstan from
early 2024.

C zech carmaker Skoda Auto has announced that it is

Anticipating local market growth, Skoda, a Volkswagen
subsidiary, pointed out that only 186 cars are registered per
1,000 residents in Kazakhstan compared to 567 per 1,000 in
the EU.

Skoda - which took a hit from closing its Russia business
earlier this year amid the fallout of Moscow's war in Ukraine -
previously operated in Kazakhstan from 2005 to 2021, selling
more than 23,000 vehicles in the country. The partnership
with Allur Company will oversee regional operations.

Starting in 2024, cars manufactured in Mlada Boleslav and
Kvasiny in the Czech Republic will be assembled in Kazakh-
stan at an Allur Company plant in Kostanay and distributed to
local dealerships.

Skoda Auto anticipates overall Kazakhstan car market sales
will exceed 200,000 units over the next five years. The
company aims to capture the growth and maintain a market
share of 5% between 2024 and 2028.

The company, which in July said it was "ready to take the
necessary steps to protect our rights" after the sudden unau-
thorised reappearance of its cars on the Iran market, said its
re-entry to Kazakhstan aligns with Skoda Auto's broader inter-
nationalisation strategy. The firm recently launched its brand
in Vietnam and is leading the Volkswagen Group's 'Brand

The Kodiag is one of three SUVs Skoda will assemble in Kazakhstan. Alexandr Migl

www.bne.eu

Group Core'in the Asean region. Also, Skoda Auto oversees
the Volkswagen Group's activities in the rapidly growing
Indian market.

Partner Allur Company maintains a “strong” presence in

car production, components, spare parts and servicing in
Kazakhstan, Skoda said. Allur held a market share of 44.4%
in 2022, making it the largest automotive group in the region.

“The company said its re-entry

to Kazakhstan aligns with Skoda
Auto’s broader internationalisation
strategy”

“Kazakhstan presents an exciting opportunity for Skoda Auto
asour internationalisation accelerates. This marks a return to
a market with promising potential, as currently less than one-
fifth of the country’s residents own a car. To tap this potential,
we have found a strong partner in Allur Company, which will
be supporting us with vehicle production and sales,” Skoda
Auto CEO Klaus Zellmer said.

“Next year, we plan to open 15 showrooms in major Kazakh
cities, such as Astana, Almaty, Shymkent and Kostanay. We
will be offering customers not only our bestselling Octavia
but also our globally successful Kodiaq, Kamiq and Karoq
SUVs. The SUV segment is now the second-largest in the
market, and we are presenting a modern and attractive
model range that will resonate with customers in the region,”
Skoda Auto board member for sales and marketing Martin
Jahn said. @

Skoda Auto set to re-enter Kazakhstan market
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Ukraine would be
entitled to a massive
€186bn of subsidies
over seven years if it
joins the EU

Ben Aris in Berlin

subsidies over seven years, that would cause a revolu-
tion in how Brussels’ budget is generated and force
a deep reform on the way the EU works before Ukraine can
be admitted.

a s Kyiv would be entitled to approximately €186bn of EU

“All member states will have to pay more to and receive less
from the EU budget; many member states who are currently
net receivers will become net contributors,” concluded the
paper by the secretariat of the EU council, as cited by the
Financial Times.

This is according to a leaked internal estimates report on the
European Union's common budget, seen by the FT. A third of
the EU’s entire budget already goes on agricultural subsidies,
known as the Common Agricultural Policy (CAP).

As bne IntelliNews reported in September, Ukraine cannot join
the EU unless the CAP is reformed, as the subsidies it would
be entitled to could bankrupt the system under the current
CAP terms. Also Ukraine’s unfettered access to the whole

EU market would also flood Europe with extremely cheap
agricultural products that could drive much of Western Euro-
pean agricultural concerns out of business, or at least require
enormous subsidies for the rest of Europe’s agricultural
producers. Just the agricultural subsidies for Ukraine under
the CAP would cost €16bn a year, according to bne IntelliNews
estimates.

The €186bn reported by the FT would be equivalent to
payments of €26.4bn per year. Out of that amount under
current rules applied to the expanded union, Ukraine would
be eligible for €96.5bn from the EU's CAP over seven years,
or €13.8bn, leading to a 20% reduction in farm subsidies for
existing member states.

The paper makes clear that Ukraine’s impact on the EU’s
agricultural subsidy regime would be the most significant.
Ukraine would become the bloc’s largest CAP recipient, with
41.1mn hectares of utilised arable land, pushing France into
second place and reducing payments for existing member

recipients down by 20.3% per hectare of qualifying farmland.

Aside from Ukraine, adding the other eight prospective EU
members from the Western Balkans and Moldova and Geor-
gia would cost an additional €29.9bn in CAP payments.

In addition, Ukraine would qualify for €61bn from the EU's
cohesion funds (€8.7bn a year), which aim to enhance infra-
structure in less affluent member states. With the inclusion
of nine new members, the study estimates that countries like
the Czech Republic, Estonia, Lithuania, Slovenia, Cyprus and
Malta would no longer be eligible for cohesion funding.

For comparison, currently the biggest recipient of EU subsi-
dies is Poland, which receives €9bn a year from Brussels and
has done so for more than a decade. And the EU has signed
off on a €50bn support package for Ukraine to fund its efforts
in the war with Russia, but spread over four years, or €12.5bn
per year. This year, Ukraine’s Prime Minister Denys Shmyhal
said that Kyiv is expecting a total of €18bn in macro and mili-
tary aid from the EU.

So far, the US has sent Ukraine $43.9bn in military assistance
and nearly $100bn in total, according to the Pentagon. Last
year the EU also sent €18bn in support.

The estimates of the cost of admitting Ukraine to the EU

- accession talks are due to start in the middle of Decem-
ber - are the first to be revealed by Brussels concerning the
potential cost of allowing Ukraine, Moldova, Georgia and six
western Balkan countries to join the club.

The expansion of the EU to include these nations would bring
the total financial impact to €256.8bn on the existing budget
framework, including a notable cut in farm subsidies, the FT
reported.

The proposed changes could see many member states that
currently are net beneficiaries of EU spending become net
contributors. This expansion would also increase the current
budget by 21%, to €1.47 trillion, which equates to approxi-

www.bne.eu
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mately 1.4% of the combined gross national income of the 36
EU countries.

There has already been some muted talk of reforming the EU
to accommodate new members, acknowledging the problem
of soaring costs, without drilling into the details. French
President Emmanuel Macron has already suggested a multi-
speed Europe where the new members become “associate
members” of the EU, but not actual members, which would
cut off their access to subsidies under existing EU rules -

a suggestion that was rapidly slated by Kyiv.

Another issue that has surfaced recently is changing the
voting system in the EU from the current need for unanimity

in all votes to a simple majority vote. Those states like Poland,

Hungary and Slovakia that would go from net beneficiaries
to net contributors are highly likely to veto Ukraine’s acces-
sion on the basis it will end their subsidies. Hungarian Prime
Minister Viktor Orban suggested cutting the EU’s support
package in half from €50bn to €25bn.

The need to reform CAP has already been clear for several years
and some reforms went into effect this year as part of the EU
plans to reduce emissions in the fight against climate change;
animal husbandry is a major source of methane emissions.

It is already clear that to accommodate the entry of nine new
member states, substantial adjustments to the EU are required,
including potential increased budget contributions from
wealthier nations such as Germany, France and the Nether-
lands. The EU paper suggests the necessity of transitional
periods and safeguarding measures to manage the impact.

The European Commission has not endorsed these estimates,
says the EU, and the entitlements will be a key topic during
the negotiations that are due to start at the end of this year.

The paper concludes: “[these] very significant challenges
for the EU. .. will need to be thoroughly addressed also in
order for this new enlargement to be at least accepted, if not
supported, by our citizens.” ®

Russian diesel export ban hits an already

tight market

bne IntelliNews

announced a snap ban on diesel and gasoline exports on
September 21, amplifying the strain on an already tight
global fuel market and remaking the global supply chains.

I n a move to stabilise domestic fuel prices, Russia

Russia temporarily banned the export of gasoline and diesel
to all countries outside a group of four ex-Soviet states in
September, with the aim of stabilising its domestic fuel
market as supplies of diesel to the military surge.

There were widespread reports of shortages in petrol stations
across Russia in September as domestic deliveries were
rerouted to the south in preparation for the winter season

of fighting in Ukraine, according to reports. Russia has
significantly increased fuel deliveries to its military units

Russia's diesel exports redirected after sanctions
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near and inside Ukraine, reaching the highest levels since the
invasion earlier this year, Bloomberg reports.

At the same time, the introduction of sanctions on Russia’s
oil products introduced on February 5 has seen exports to
Europe stop and be rerouted to “friendly countries” outside
the sanctions regime, especially BRICS members as the intra-
BRICS oil trade flourishes.

“Since the start of the war in Ukraine, Russia’s imn bpd [of]
diesel exports have shifted beyond their traditional European
market, finding new buyers in Turkey and Brazil - together
now accounting for an astonishing 55% of the total Russian
diesel exports — as well as in the African continent,” S&P Global
said in a note.

Russian diesel exports slip in September
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“Since the start of the war in Ukraine,
Russia's 1Tmn bpd [of] diesel exports
have shifted beyond their traditional
European market, finding new
buyers in Turkey and Brazil as well
as In the African continent”

Russian diesel exports had come under pressure throughout
September even before the ban was put in place, due

to domestic refinery maintenance and efforts from the
government to increase supply in the domestic market,

ING said in a note.

Russia is a crucial supplier of refined products to global markets,
with it exporting in the region of imn barrels per day (bpd) of diesel.
In fact, Russia is the second-largest exporter of diesel, with just the
US exporting larger volumes. “As a result, this is a key development
as we head into the Northern Hemisphere winter, a period where
we usually see a seasonal pick-up in demand,” ING said.

Russia has managed to avoid G7 sanctions on most of its oil
exports, a development that will bolster the Kremlin's revenues
as crude oil prices surge towards $100 per barrel, the Financial
Times reported on September 24.

At a conference in Moscow on September 28, Prime Minister
Mikhail Mishustin said “the worst is over” for the economy after
Russian Finance Minister Anton Siluanov reported that oil export
revenues are now surging and predicted that the government
will easily hit its 296 budget deficit target for this year. ®

Tourism saves
Southeast Europe’s
economies from
stagnation

Clare Nuttall in Pristina

year, but the slowdown has been less marked along

Southeast Europe’s Adriatic coast. The reason -
increasingly clear as data on tourist arrivals comes in from
Albania, Croatia and Montenegro - is the very strong summer
2023 tourist season.

G rowth has decelerated across Emerging Europe this

While GDP growth did not match the steep rebound growth
immediately post-pandemic, the tourism-dependent
economies in the region have avoided the marked slowdowns
seen in Central Europe, as tourism compensated from weaker
eXports.

“In the Western Balkans, the effect of weakening trade with
Eurozone partners at the beginning of 2023 was partly offset
by the strong performance of the tourism sector in the
region’s service-based economies,” the European Bank for
Reconstruction and Development (EBRD) said in its latest
Regional Economic Prospects report in September.

The development bank forecasts GDP in the region will grow
by 2% this year, rising to 3.4% in 2024. That compares to
projected growth this year of just 0.5% in Central Europe and
the Baltic states.

Croatia's foreign tourist revenue hit €3.85bn in 1H23, up 21.4%
year on year, according to the Croatian National Bank (HNB).
In 2Q23 alone, revenue was €3.18bn, an 18.4% y/y increase.

Minister of Tourism and Sport Nikolina Brnjac commented:
"After the record year 2022 in terms of foreign tourist revenue,
in 2023 we are registering even better results. Croatia has made
big progress in quality and become recognised as a desirable
tourist destination also outside of the summer months.”

In the first eight months of the year, Croatia reported an 8%
rise in arrivals and a 2% y/y uptick in overnight stays, the
Croatian Tourist Board (HTZ) reported on September 5.

Data from the eVistor system showed a total of 16.2mn arrivals and
88.5mn overnight stays, mirroring the pre-pandemic levels of 2019.
German tourists contributed the most overnight stays, with 18.8mn.

In August alone, Croatia welcomed 4.6mn arrivals and
recorded 31.5mn overnight stays, with arrivals up by 1% and
stays down by 2% y /y.

“Despite the present circumstances, including the impact of
global inflation and the ongoing conflict in Ukraine, Croatia
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has achieved an excellent result, which will be further
strengthened in the post-summer season,” HTZ director
Kristjan Stanicic said.

Rating agency Standard & Poor's listed “dynamic tourism”
among the drivers for Croatia’s growth, when upgrading the
country’'s long-term sovereign credit rating outlook to positive.

Albania reported 1.9mn foreign tourist arrivals in August, a
22.5% y/y increase, according to statistics office Instat. That
continued the strong performance of the tourism sector
already seen in July, the first of the peak summer months.

Overall in the first eight months of the year, 6.7mn foreign
citizens arrived in Albania for holidays, visits to relatives or
other personal reasons, up by 26.6% y /y.

Passenger traffic at Tirana airport more than doubled in the
first half of 2023, helped by the decision of lowcoster Ryanair
to start operating flights to and from Albania, data from the
Airports Council International (ACI) showed.

Tirana International Airport, the main airport in Albania,
recorded a 105.1% y/y increase in passenger traffic in 2023.
Albania performed even better in June, at the beginning of
the summer tourist season.

Ryanair’s decision followed a hike in the number of tourists
visiting Albania, which experienced a dramatic post-
pandemic recovery in the tourism sector, as well as a capacity
expansion at Tirana International Airport to handle up to
10mn passengers per year.

The increase in tourist arrivals was despite the sharp rise in
the lek against the euro and other major currencies, which
has made the country somewhat less affordable.

In Montenegro, the number of tourists stood at 240,754 in
August, up by 6% y /y, statistics office data showed.

Asin Albania and Croatia, tourism is a key industry for the
Montenegrin economy, contributing around a quarter to its
GDP. In 2020, it was severely hit by the coronacrisis, but it
has recovered rapidly. Expectations for this year are the
number of visitors to reach a new record, improving on that
from 2019.

Overall, the statistics office reported that foreign tourist
arrivals totalled 221,416 in the eighth month of the year.
Tourists’ overnight stays stood at 1.085mn, up from 1.043mn
ayear ago. Foreign tourist overnights amounted to 999,203.

In 2022, tourist arrivals increased by 30.5% y/y to 2.18mn. @

McDonald’s Turkey sends a million dollars to
Gaza amid outcry over McDonald’s Israel’s

free meals for soldiers

Akin Nazli in Belgrade

cDonald's Turkey has donated a million dollars in
humanitarian aid to Gaza to underline that it has no
connection to McDonald's Israel.

The move was on October 21 confirmed by McDonald's Turkey
(McDonaldsTR) in a statement amid simmering anger in Middle
Eastern countries that back the Palestinian cause over how
McDonald's Israel has been delivering free meal boxes to Israeli
Defense Forces (IDF) soldiers involved in Gaza Strip military
operations and Israel’s besieging of the Palestinian territory.

McDonald's Turkey is a local entity owned by Qatar-based
Boheme Investment, the statement pointed out.

In all, McDonald's franchises across the Middle East - including
the franchises in Saudi Arabia, Oman, Kuwait, the UAE, Jordan,
Egypt, Bahrain and Turkey - have donated more than $3mn

to Gaza in their bid to distance themselves from their Israeli
counterpart, Aljazeera has reported.
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As news of McDonald’s Israel’s generosity to IDF soldiers -
including 50% discounts for soldiers visiting its restaurants -
spread, there were calls in Turkey for a boycott of McDonald’s
Turkey outlets. Responding to the backlash, McDonald’s




Turkey said there was no operational or organisational
connection between McDonald's Turkey and McDonald’s
Israel. The latter, said the former, makes its own business and
communication decisions.

Since announcing its support for the Israeli army, McDonald's
Israel, after igniting anger among consumers in Arab and Muslim
countries, has switched its Instagram account to “private”.

McDonald's does not have any restaurants in Gaza or the
occupied West Bank Palestinian territory, but Israel has been
involved in clashes with Hezbollah fighters in neighbouring

Lebanon, a country that does have the American chain.

McDonald's (New York/MCD) Turkey, launched in 1986,
operates 260 restaurants across the country.

In 2022, Boheme Investment acquired 100% of McDonald’s
Turkey from Anadolu Group (AGHOL) for a consideration
of $55mn.

Vienna-based Boheme Investment is owned by Kamal Saleh
Al Mana, a Qatari investor. The investor also has a partnership
that operates the McDonald's restaurants franchise in Qatar. ®

UniCredit, Alpha Bank
merge in Romania to

form third-largest
bank

lulian Ernst in Bucharest
talian global group UniCredit and Alpha Services and
I Holdings of Greece have announced the merger of their
Romanian subsidiaries that will lead to the creation of
the third largest bank in Romania by total assets, UniCredit
announced on October 23.

"This is the first acquisition that UniCredit has made in
15 years, signalling the inherent potential that we, as a
business, see in Romania and in the Central and Eastern
Europe region. The opportunity offered by this merger is
significant not only to our current and future clients but
also to the employees of both institutions,” said Andrea
Orcel, CEO of UniCredit Group.

After the merger, UniCredit will rank third after Banca
Transilvania (20% market share at end-2022) and Erste
Bank’s local subsidiary BCR (nearly 14%), but above Societe
Generale’s subsidiary BRD (10.5%).

The merger is cementing UniCredit's presence in Romania’s
“key growth market”, with Alpha Bank retaining a 9.9% stake,
the Italian bank’s press release reads.

The transaction will most likely be completed in 2024,
after completing the confirmatory due diligence process,
and obtaining statutory approvals from all the regulatory
authorities involved.

—
—

|

UniCredit announces its first acquisition in 15 years. / www.shutterstock.com

Besides the 9.9% stake, Alpha Bank will receive a cash
consideration of £300mn subject to post-due diligence
adjustments related to asset quality, if applicable.

Alpha Bank Romania, with a market share by assets of just
over 3% at the end of 2022 (Romania’s ninth largest bank
by assets), is the last Greek bank on the Romanian market.

UniCredit Romania, with a market share of 8.6% by assets
at the end of 2022, was the seventh largest bank.

UniCredit Bank Romania had 3,004 employees at the end of
2022, and Alpha Bank Romania reported 1,910 employees
last year.

UniCredit Bank Romania has a new CEQ, since October. After
a 25-year career at UniCredit, Mihaela Lupu, who was chief
financial officer (CFO) for Central and Eastern Europe in the
UniCredit group, was appointed to take over the management
of UniCredit Bank Romania.

She thus became the new CEO and president of the directorate
of UniCredit Bank in Romania, starting on October 16.

Lupu replaces Rasvan Radu, one of the Romanian bankers
with the longest career, of over 30 years, who served for
almost two decades at the head of UniCredit in Romania. @
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Russian IT group Astra successfully raises
$36mn with IPO in Moscow

bne IntelliNews

ussian IT group Astra successfully completed an IPO on
October 13, raising RUB3.5bn ($36mn) through the sale
of shares at a price of RUB333 each, Prime reports.
The IPO prioritised small bids from retail investors, reflecting
the company's commitment to broadening its investor base.

The offer price was determined by Astra’s existing
shareholders, setting it at the upper end of the price corridor.
This pricing resulted in a market capitalisation of RUB69.9bn
for the company.

The IPO included 10.5mn shares from selling shareholders,
totalling RUB3.5bn at the IPO price. Additionally, RUB350mn
worth of shares were allocated for possible stabilisation
during secondary trading for up to 30 days after trading
commencement.

“Astra reported that the demand

for its shares exceeded the offer by
more than 20 times, particularly at
the upper end of the price corridor”

Astra reported that the demand for its shares exceeded the
offer by more than 20 times, particularly at the upper end

of the price corridor. The IPO attracted over 100,000 new
investors. Following the IPO, Astra will have a free float of 5%.

Ilya Sivtsev, the general director of Astra, highlighted the
significance of this milestone, noting that more than 1,400
employees of the company have now become shareholders
in Astra.

Previously the analysts valued Astra at RUB3obn-RUB60bn,
but some analysts such as Alfa Bank put the valuation as high
as RUB70bn-RUB98bn.

As followed by bne IntelliNews, prior to the military invasion of
Ukraine the Russian equity market was going through an IPO

boom, in part fuelled by the retail investment revolution. But as
the barrage of Western sanctions cut off Russian issuers from the
global financial markets, the offerings have dropped dramatically.
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In October 2022 the secondary public offering (SPO) of
Russian cyber and information security solutions developer
Positive Technologies failed to attract sufficient demand from
investors. In December the only post-invasion IPO was held
by Russian e-scooter-sharing service Whoosh.

The IPOs reportedly prepared for 2023 and for 2024 are
dominated by IT and tech companies such as Softline, IKS
Holding (data storage and transfer, information security)
and Selectel (data and cloud storage solutions).

Astra Group includes several legal entities, including
Rusbitech-Astra (developer of Astra Linux operating system),
Rubekap (developer of RuBackup data backup and recovery
system), Rupost (developer of RuPost Russian mail server for
organisations) and others.

In 2022, Astra’s revenue increased 2.5-fold year on year to
RUBs.4bn, EBITDA grew 2.7-fold to RUB2.9bn and net profit
2.8-fold to RUB3bn.

The CEO Sivtsev owns 15% of Astra Group JSC, 5% is held
by Svetlana Novoseltseva, while other shareholders are
undisclosed. Previously Denis Frolov, who together with
Sivtsev also owned Varton Group (lighting equipment
manufacturer) and indirectly a controlling stake in Baikal
Electronics (developer of Russian processors of the same
name), was named as the owner of 80% of Astra Group,
according to RBC. ®
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Hungary looks to partner with France’s Vinci
to buy back Budapest Airport

Tamas Csonka in Budapest

determined to renationalise the country’s main
international airport operator Budapest Airport despite
the fragile state of the state budget.

Viktor Orban'’s radical right-wing government appears

The government submitted a formal bid to buy a 51% stake
in the airport from its international institutional investor
owners last month.

It has also been looking for a "friendly co-investor" to take the
other 49% of the airport for years.

The three-year saga over the sale of CEE's fastest-growing
airport hub before the pandemic has now taken a new turn
after details surfaced recently about Hungary's potential
partner in the multi-billion euro deal.

According to VSquare, a network of investigative news sites in
the Visegrad region, the professional investor could be none
other than France’s Vinci Airports, a leading global player in
the airport industry, operating 65 airports in 13 countries, and
a subsidiary of listed concessions and construction company
Vinci SA.

The news was surprising as other media had speculated that
the Orban government would likely partner with Qatari or
Chinese investors.

Sources speaking to VSquare said pressure from Western
governments forced Hungary’s strongman, who has cosied
up to Asian autocrats in recent years both politically and
economically, to abandon that plan.

The French company's involvement follows the intensified
cooperation between France and Hungary in the field of
energy, Telex.hu reported, recalling the recent agreement
between the energy ministry and French nuclear company
Framatome on the Paks nuclear power plant expansion.

The negotiations on the airport deal are now reportedly
nearing the end stage, with the remaining details to be
hammered out including payment conditions. A source

said the parties could unveil the final agreement in early
December. The purchase price would be above that predicted
by industry sources, but no details were given.

According to earlier reports, the government's formal offer

was between €4bn-5bn for a 100% stake. The French company
would get management rights and could provide financing to
Hungary to acquire the majority stake as well.

Buyer's remorse

Orban has been fixated on buying Budapest Airport because,
though a majority stake was first sold by the previous
Socialist-led government, it was his government that sold the
remaining state shares.

A 75% stake in Hungary's largest international airport was
first acquired by BAA International Ltd at the end of 2005 for
HUF465bn, or €1.85bn at the then exchange rate, and a year
later re-sold to a consortium led by Germany's Hochtief (now
AviAlliance), which operates a number of airport hubs in
Europe, for around the same price, €1.9bn.

It was Orban’s government in 2011, one year after sweeping into
power with its first supermajority, which sold the remaining
25%-plus-one-vote stake in the company to Hochtief.

Reeling from the 2008-2009 global financial crisis, the
government sought to generate funds to meet EU deficit
targets. The sale price was HUF37bn, or just €132mn, or
a fraction of the value of the present 519 offered by the
government.

Subsequently the Orban government tried to renationalise
the airport but the soaring valuation seemed to put it out of
the government's reach.

“Reeling from the 2008-2009 global
financial crisis, the government
sought to generate funds to meet
EU deficit targets”

A Hungarian consortium signalled interest in buying the
airport in October 2020. The significant decrease in passenger
traffic due to the pandemic enhanced the government's
chances, people familiar with the situation said at the time.

The consortium included oil and gas giant MOL and property
developer Indotek, owned by Daniel Jellinek, who has risen to
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become one of the most prominent business figures over the
past five years, through fostering close ties to Orban’s son-in-
law, Istvan Tiborcz.

In the spring of 2021, the government mandated the former
Innovation and Technology Ministry to begin talks on
reacquiring a majority stake in the airport in May 2021, less
than a year before the elections. At the time Minister Laszlo
Palkovics said that privatising the company in 2005 "went
against Hungary's strategic interests".

The sale procedure advanced to the due diligence stage and
the Hungarian consortium reportedly offered €4.4bn.

The project was unexpectedly iced in December 2021, when
French President Emmanuel Macron travelled to Budapest for
a summit of V4 countries.

Orban announced that the buyback of the airport would be
deferred until after the 2022 spring elections "given the high
inflation and the uncertainty of financial markets". The cabinet
had hoped to wind up the transaction before the election.

The Qatari connection

It seemed that the government had abandoned its plan in the
wake of the Ukraine war and the energy crisis, but in January
this year, Minister of Economic Development Marton Nagy
confirmed that talks with the owners were set to begin again
soon with the aim of closing the transaction before year-end.

A few months later, he noted that the “strategically important
asset” must be Hungarian-owned and that Hungary was looking
for a "friendly co-investor.” This came after Orban’s visit to Qatar,
where the prime minister spoke at the Doha Economic Forum,
saying Budapest would welcome investors from Qatar.
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Cooperation between Qatar and Hungary in the field of
infrastructure is currently focusing on the air transport sector,
Gulf News wrote on August 20, just before the Budapest visit of
the Qatari emir. The two countries are currently discussing the
possibility of attracting Qatari investments to this sector, Amir
Sheikh Tamim bin Hamad al-Thani was quoted as saying.

Budapest Airport in numbers

Valuations of Budapest Airport have risen because it was

the fastest-growing airport hub in the region before the
pandemic, due mainly to the emergence of discount airlines.
The rise of Wizz Air and Ryanair successfully filled the gap
after the bankruptcy of state carrier Malev in 2012.

The collapse of the largest carrier at the airport had forced
Budapest Airport to suspend numerous developments and
implement drastic cost-cutting measures, including closing
the airport’s Terminal 1.

The expansion of budget flights led to a massive increase in
traffic through the airport, while new construction has also
increased cargo capacity.

Between 2014 and 2019, traffic rose from 9.2mn to a record
16.2mn. In size, this ranks the Hungarian capital not far
behind its V4 rivals in Prague and Warsaw.

Ebitda rose from €108.3mn to €229mn and revenues from
£196mn to €333mn between 2014 and 2019.

During the pandemic (2021-2022) the company racked up
€150mn in losses and returned to profitability in 2022 with
a net profit of €8omn, impacted by one-off items.

The airport operator has been in the red for 10 of the last 15
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French President Emmanuel Macron travelled to Budapest for a summit of V4 countries in December 2021. / bne IntelliNews

www.bne.eu



years, with an aggregate after-tax loss of nearly a quarter of
a billion dollars over that period.

Passenger traffic has yet to recover to pre-pandemic levels,
reaching 12.2mn last year, or 75% of 2019's numbers. In its
latest forecast, management expect it to reach or exceed
pre-pandemic levels next year.

Cargo traffic climbed 6% to 194,000 tonnes last year, which is
44% above 2019 levels, reflecting Budapest's efforts to establish
itself as a key air cargo hub in the Central and Eastern European
region, serving as a primary gateway for Chinese merchandise.

Owners feel the pressure

The airport’s recovery has reinforced the determination of its
institutional owners to hold out for a high price. At present
the airport is majority-owned (55.44%) by AviAlliance, a
German-based airport management company owned by
Canada’s Public Sector Pension Investment Board, Singapore's
state investment fund GIC (23.33%) and Canadian pension
fund Caisse du Quebec (21.23%).

The owners have long been under pressure from the
Hungarian government to sell their stakes. The narrative was
the same as in the case of other foreign companies operating
in strategic sectors, with the government or its favoured
companies allegedly resorting to bullying.

The airport has faced a number of on-site inspections and
in the past few years government officials have accused
management of not developing the airport fast enough.

Management has rejected these claims. Last year, the
company made infrastructure investments worth a total of
€47mn, bringing the total value of the developments to more
than €270mn between 2018 and 2022.

Terminal 1 is expected to be completed by the summer of 2025,
“at the latest" and the airport is making preparations for the
construction of Terminal 3, which it aims to complete by 2030.
The delay in the reopening of Terminal 1 would have a direct and
significant impact on the growth of tourism in Hungary, it added.

Creating national champions

Taking over Budapest Airport would fit well into the Orban
government's strategy since he returned to power in 2010 of
creating domestic-owned national champions, preferably
owned by people close to the government in key sectors —
energy, banking and the media and telecommunications.

In the energy sector, state giant MVM became the prime
service provider of gas, electricity and heat. The merger of
three mid-sized banks led to the creation of the second-
largest commercial lender behind OTP, MBH Bank.

Orban’s allies controlled 80% of Hungary's media landscape
before transferring their ownership to a public foundation
(KESMA).

In the telecommunication sector, Lorinc Meszaros' right-
hand man, Gellert Jaszai has built up an info-communication
giant, 4iG. The company is expanding in the Balkans is now
the majority owner of Vodafone Hungary.

Taking over Budapest Airport would allow the government to
carry out investments, which it claimed were held back by the
present owners, and make Hungary a leading airport hub in
the CEE region.

“The airport operator has been in
the red for 10 of the last 15 years,
with an aggregate after-tax loss of
nearly a quarter of a billion dollars
over that period”

Shadow finance minister of Hungary's largest opposition
party DK, Zoltan Bodnar said the government's plans to take
over the airport would open up a lot of opportunities for
suppliers linked to the ruling party. He did not rule out that
eventually, the government would transfer ownership to
private companies close to the government.

Bodnar and other opposition leaders have called it unethical
that the government is dishing out hundreds of billions

of forint for prestigious investments and projects like the
purchase of Vodafone, as Hungary's public services are
grappling with financial problems.

According to Minister of Economic Development Marton
Nagy, Hungary would pay for the airport operator from
budgetary resources, development bank money and proceeds
from the sale of non-strategic assets. There was no indication
whether Budapest would tap development bank funds from
Hungary or from abroad.

On the same day as reports surfaced over the formal bid,
Hungary stepped out on the international bond market with
a 10-year €1.75bn bond issue, which may be used to cover part
of the transaction.

Hungary's budget has been under great pressure since
Orban'’s spending binge before the April 2022 general
election. Hungary's government recently revised its 3.9%
deficit target for this year to 5.2%, and other investment
plans have been put on hold because of the freeze of EU
aid over Orban’s violations of EU norms on the rule of law.

Enter France

France’s Vinci has emerged as a potential frontrunner to buy
the airport alongside growing bilateral ties between Hungary
and France.
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These ties have come a long way since the 2022 French
presidential elections, when Orban openly endorsed Macron's
far right challenger. Marine Le Pen secured a €10.6mn loan
for her campaign from then-state-owned MKB Bank, which
would not have been possible without the approval of the
prime minister, who, according to media reports was an
intermediary in the deal.

Hungary's strongman is still hoping for a breakthrough of
eurosceptic parties in the EP elections and to forge an alliance
with other radical right-wing forces, as currently Fidesz is
without a faction in Strasbourg after leaving the EPP in 2020.

At the same time, Orban has been systematically working to
strengthen economic and political ties with Paris after relations
with Germany soured following a shift to the left in 2021.
Germany's three ruling parties stepped up pressure on Chancellor
Olaf Scholz to “thoroughly” scrutinise Hungary's rule-of-law
reforms and tie the disbursement of EU funds to reforms.

Hungary’s leader, who has become the longest-serving prime
minister in the history of the country, has found a solid ally
in Macron in energy issues. Hungary and France have found
common ground in the debate over whether nuclear energy
should be incorporated in the EU Green taxonomy as both
countries rely heavily on nuclear energy.

Hungary has also made some concessions to French
companies in the energy sector. Veolia has successfully run
in renewable tenders, while Germany’s E.ON has failed and is
facing headwinds.

Telex.hu has recalled that Pascale Andreani, former French
ambassador to Hungary between 2018 and 2022, has played
a major role in improving bilateral ties. The diplomat, who
worked in the OECD and at the UN earlier, has been working
for Framatome since March 2023.

Hungary and French state-owned nuclear company
Framatome have recently signed an MoU on expanding an
earlier partnership that focused on training and research
and development to include the long-term operation of
nuclear power plants and the supply of nuclear fuel and
implementing next-generation technologies.

After the German government blocked the transfer of the
delivery of a control system to Paks 2, Hungary agreed with
the French company to take over the role of its German
partner, Siemens Energy.

As Germany'’s indulgence of the Hungarian strongman comes
to an end, it appears that France, as always putting business
first, is now ready to step into its place. ®

#Q bne:FX

NBU abandons fixed exchange rate

bne IntelliNews
he National Bank of Ukraine (NBU) has officially
declared the end of the 18-month-long fixed-exchange-
rate regime and introduced a "managed flexible"
exchange-rate system, effective from October 3.

The central bank has slowly been easing its tight controls over
the financial system as pressure on the war-torn economy
recedes. Ukraine put in its first growth since the war started
19 months ago expanding by 19.5% in the second quarter y/y,
driven partly by low base effects. Inflation has also started to
fall allowing the regulator to start cutting interest rates.

Now the currency controls are being lifted. Under the new

EX framework, the official exchange rate will undergo daily
fluctuations, with the NBU actively overseeing bidirectional
fluctuations. This transition marks a significant shift in Ukraine's
monetary policy, Ukrainian investment bank ICU said in a note.

“The NBU announced it has abandoned the fixed exchange rate
of the Ukrainian hryvnia vs the dollar starting today. The new,
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flexible, exchange-rate regime implies the official exchange
rate will fluctuate daily depending on market rates. The NBU
will, effectively, remain the key player in the market.,” head of
research at ICU Vitaliy Vavryshchuk said in a note.

Forecasts suggest that the hryvnia exchange rate is likely to
experience minimal changes in the immediate months ahead.
(chart) However, it is important to note that over the longer
term, particularly in 2024 and 2025, a managed and gradual
depreciation of the hryvnia is expected, Vavryshchuk says.

“Our projection for the exchange rate by the end of 2024
remains at UAH42 per US dollar. Despite the expected
depreciation, yields on hryvnia deposits are expected to
provide sufficient compensation for potential currency risks,”
says Vavryshchuk.

The NBU's decision to abandon the fixed exchange rate is
a pivotal development, symbolising a shift towards a more
market-driven exchange rate regime. In this new flexible
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system, the official exchange rate will be influenced by
market dynamics, with the NBU retaining a significant role in
shaping exchange rate movements.

The central bank’s room for manoeuvre has been improved
after it has built up record volumes of international reserves
thanks to the support of the country’s international partners’
support. Ukraine has recorded its highest volume of
international reserves in July that reached nearly $39bn.

The fixed exchange rate, which was initiated on February 24,
2022, at UAH29.25 per dollar in response to Russia's full-
scale invasion of Ukraine, played a crucial role in providing
stability during a tumultuous period. It served as a nominal
anchor for the economy, offering reassurance to businesses
and households. Furthermore, this policy contributed
significantly to reining in inflation, which had climbed into
single digits since August 2023. However, maintaining this
fixed rate required substantial interventions by the NBU,
amounting to an average of $500mn per week in 2022 and
the first nine months of 2023.

“While the fixed exchange rate was effective in stabilising the
economy, it resulted in an overvaluation of the hryvnia,” says
ICU. “This, in turn, led to imbalances in external accounts,
including a substantial trade deficit of goods, which is
expected to reach an unprecedented 16-17% of GDP in 2023.”

Factors contributing to this deficit include stagnant
Ukrainian exports and increased imports due to robust
domestic demand. Additionally, expenditures on refugees
abroad and significant withdrawals of foreign currency by
the population, both domestically and abroad, added to the
pressures on the balance of payments.

Ukraine lost around $1bn in reserves as Ukrainian refugees
in EU countries and elsewhere used their Ukrainian bank
cards to withdraw foreign exchange from bank machines
in their host countries, while those that remained in the
country also changed money into dollars to protect against
devaluation risks.

The NBU has indicated that it does not plan to address
external account imbalances by adjusting the exchange rate

in the near term. However, their intention to do so over the
longer-term horizon remains uncertain, with no specific
timeline provided, Vavryshchuk says.

“The NBU has emphasised its commitment to maintaining
exchange rate stability in the short term, with minimal
deviations from the current rate,” says Vavryshchuk.

To alleviate structural foreign exchange deficits, the NBU
intends to maintain a presence in the FX interbank market
and conduct significant FX sale interventions. However, the
exact size of the structural deficit and the acceptable level of
FX interventions under the new exchange-rate regime have
not been disclosed.

“In the immediate future, the NBU
Is expected to prioritise hryvnia
stability to prevent excessive
depreciation or volatility in the
official exchange rate, which could
erodemarket confidence and
trigger substantial FX purchases”

“In the immediate future, the NBU is expected to prioritise
hryvnia stability to prevent excessive depreciation or

volatility in the official exchange rate, which could erode
market confidence and trigger substantial FX purchases,”

says Vavryshchuk. “As a result, any weakening of the hryvnia
exchange rate by the end of the year is expected to be marginal,
posing no significant risk to macroeconomic stability.”

In the coming weeks, the market may experience some
uncertainty as it adapts to the new exchange-rate regime.
Cash exchange rates could exhibit higher-than-usual
volatility, and FX demand in the interbank market

may temporarily rise, necessitating increased FX sale
interventions by the NBU. However, this situation is likely
to stabilise within a few weeks.
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The NBU announced it has abandoned the fixed exchange rate of the
Ukrainian hryvnia vs the dollar starting on October 3./ bne IntelliNews
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“Looking ahead to 2024 and 2025, we anticipate a gradual,
managed depreciation of the hryvnia, aligning with yields

on hryvnia deposits,” says Vavryshchuk. “This approach

aims to maintain the attractiveness of hryvnia-denominated
instruments and discourage massive conversion of hryvnia
savings into foreign currency. Consequently, the NBU is
expected to maintain a relatively high real policy rate in the
coming years. Our end-2024 exchange-rate projection remains
unchanged at UAH42 per dollar.”

The NBU is well-prepared to manage the FX market situation,
boasting substantial reserves that stand at nearly $40bn,
significantly higher than pre-war levels,” says Vavryshchuk.

bne:Bond

This reserve level equates to over five months' worth of
future imports, providing a strong buffer. While potential
disruptions to international financial aid inflows from the US
could impact further reserve accumulation, it is unlikely to
result in a significant reduction in existing reserves, as long
as inflows from other allies remain intact.

Regarding FX liberalisation measures, the NBU is expected
to proceed cautiously in the coming quarters, taking
incremental steps to facilitate cross-border trade operations.
Rapid liberalisation of flows related to external private
debt and foreign direct investment (FDI) is viewed with
scepticism. ®

North Macedonia announces

debut green bond issue

Valentina Dimitrievska in Skopje

orth Macedonia's finance ministry will hold the first-ever
green bond issue in the amount of €10mn on October 3,
the government announced on September 27.

This is the second new financial instrument introduced by the
ministry on the domestic capital market this year, diversifying
the range of financial products and fostering competition.

Green bonds are specifically designed to support initiatives
aimed at enhancing and safeguarding the environment,

as well as financing environmental projects. Similar to the

previously introduced civil bond, this is a novel addition to
the domestic market.

Individuals and legal entities interested in participating can
submit participation requests through their respective banks
by October 2. The annual interest rate of the new bonds, with
a maturity of two years, is set at 4.75%.

"The introduction of this instrument aims to cultivate the

capital market in our country, thereby stimulating investment

activity that will contribute to accelerated economic growth,"
Finance Minister Fatmir Besimi said.

Proceeds from this auction will be channeled towards the
Energy Efficiency Fund within the framework of the the
country's state-run Development Bank. This will provide
companies with favourable financing for projects focused
on environmental protection.

The introduction of the green bond in the securities market

www.bne.eu

follows the successful launch of the civil bonds in July 2023,
which received interest that was two and a half times higher
than the published prospectus amount.

In accordance with the Capital Market Development Strategy
and the Plan for Accelerated Economic Growth, additional
offerings such as project bonds and development bonds,
targeted at development and infrastructure projects, will be
introduced to the market in the near future.

Furthermore, following the issuance of the green bond,
a second civil bond is also planned. ®

North Macedonia's finance ministry is seeking to develop the local capital
market with new financial instruments. / bne IntelliNews
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Konzum launches Croatia's first
automated supermarket

Aida Kadyrzhanova in Prague

says is the region's first smart store, where shoppers’
purchases are automatically charged to their debit or
credit card without the need to check out.

C roatian retail chain Konzum has launched what it

Konzum's store is one of a growing number of entirely cashierless
shops that use a blend of advanced sensors and artificial

intelligence (AI) technologies. Outside of Croatia, major retailers
like Aldi, Carrefour and 7-Eleven are working on this technology.

In Croatia, customers can enter the Konzum SMART store in
Zagreb, scan a QR code via the mobile app, select items and
simply walk out, Konzum said in a press release. Payment is
automatically processed through the registered debit or credit
card, w