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Inflation rates are falling across CEE, leading economists to predict rate cuts in the coming months. / bne IntelliNews

Czech oil imports from Russia rose
to a decade high in TH23

Albin Sybera

[Friendship] pipeline to Czechia this year rose to 65%.

Last year, the share was 56%, while it was even lower
in the years before, the Czech Press Agency (CTK) reported,
quoting Czech state-controlled oil transporting and storage
company Mero. The share of Russian crude oil imports into
Czechia is the highest since 2012.

T he share of Russian oil imported by the Druzhba

Czechia has been exempted from the EU-wide embargo on
Russian oil due to its high dependency on Russian imports.
Besides the Druzhba pipeline, Czechia imports oil from

the TAL pipeline running from the Italian port of Trieste to
Austria and Germany, where Czechia is connected to it with
its IKL pipeline.

The Ministry of Trade and Industry told CTK that Unipetrol, a

Czech branch of the Polish PKN Orlen, carries out oil imports,

and the IKL pipeline’s full capacities prevent further imports
from IKL.

www.bne.eu

“TAL pipeline has free capacities only in the first months of
the year and then from October onwards,” Marek Vosahlik of
the ministry’s press department was quoted as saying by CTK.

In May, Mero signed an agreement with TAL shareholders

to intensify the pipeline in a CZK1.6bn (€67.5mn) TAL-PLUS
intensification project, which will increase the pipeline’s
transporting capacity to Czechia by 4 million tonnes of oil annually.

With TAL-PLUS in operation, the country will secure 8 million
tonnes of oil annually and will be able to stop imports of
Russian oil. “With this crucial step, we will get rid of the
dependency on Russian oil,” Czech Prime Minister Petr Fiala
stated in May following the signing of an agreement between
Mero and TAL shareholders.

Some 7.4 million tonnes of oil were imported to Czechia in
2022, which is a 7% increase year-on-year, and 56% of it came
from Russia.



About 30 protesters demanded an end to high imports of
Russian oil to the country on Sunday before the Ministry’s
building in Prague city centre. CTK quoted the “NE ruske
rope” [NO to Russian oil] platform, which stated that Czechia
paid CZK2s5bn for Russian oil imports and that CZ7bn were
unnecessary payments to the Russian state budget.

The news of the increased flow of Russian oil into Czechia
comes less than a month after online news outlet Seznam
Zpravy (SZ) reported that Mero could be breaching sanctions
by contracting oil purchases from a Cypriot company with
links to Russian oil giant Lukoil.

SZ's reporters Lukas Valasek and Adela Jelinkova wrote on
August 13 that Mero has contracted oil purchases worth
CZK1.1bn (€46mn) from Cypriot company Normeston even

though the public procurement law prohibits contracting
Russian subcontractors, which Normeston is suspected
of using.

“Normeston's ownership is linked with Russian holding

NTK, the successor of petrochemical company SMART OIL,”
sanctions analyst Jiri Skuhrovec of Datlab was quoted as
saying by SZ in August. Skuhrovec added that if NTK supplies
the oil, then “itis a case of breaching sanction rules.” Mero
stated it had not committed any wrongdoing.

Slovakia and Hungary are also exempted from the Russian
oil imports embargo. Slovak refinery Slovnaft, which is
part of Hungarian MOL, said it wants the EU to prolong its
exemption from the embargo, with Hungarian authorities
backing the move. ®

Latvian exports of sanctioned goods soar

to Russia’s neighbours

Linas Jegelevicius in Vilnius

particularly in mechanical and electrical equipment,

as exports of sanctioned goods to Russia itself have
stopped, indicating circumvention of sanctions, according to
Latvian Television's programme De Facto, reported eng.lsm.ly,
part of the country's LSM public service media.

I atvian trade with Russia's neighbours has soared,

In many export categories where some of the goods are
sanctioned, against a drop in exports to Russia, there is a
rapid jump to one of the countries of Eurasian economic
cooperation, which facilitates customs procedures for Russia:
Kazakhstan, Kyrgyzstan, or Armenia.

This is particularly apparent in the category of mechanical and
electrical equipment, where exports to Russia fell by a quarter
last year, while growth in the three countries was between

five and 12 times. This year, exports have continued to grow
particularly rapidly to Kyrgyzstan.

In electronic integrated circuits, Latvian exports to Russia used to
have a value of more than €6.5 million. Following the introduction
of EU sanctions, the volume has fallen to zero, but at the same
time, Latvia started exporting to Kazakhstan, which isin a joint
customs union with Russia. Compared to pre-war years, exports
to Kazakhstan climbed from €100,000 to €3.6 million in 2022.

The circumvention of sanctions, including the export of banned
goods to Russia through third countries, is subject to criminal
liability. Deputy Director of State Revenue Service (VID) Customs
Administration Sandra Karklina-Admine says the authority
is working actively with customs authorities in Central Asian

countries to understand what is happening with cargo.Since the
Russian invasion of Ukraine, the VID has launched more than
200 criminal proceedings for the violation of sanctions.

Alist of sanctioned goods is also being made for Russian
trading partners. Since June, a ban on transit through Russia
has been imposed on many commodity groups, which limits
the possibility for goods to "disappear” along the way. VID
representative Karklina-Admine said that the arrival of
sanctioned goods in Russia after being legally transported to
Central Asia should be addressed at the European Commission
or diplomatic level because customs cannot prevent them.

As reported by bne IntelliNews, this year Latvia's Central
Statistical Bureau (CSB) published a list of businesses that
continue to export to Russia and Belarus. This allows the public
to see which companies from Latvia continue to operate in the
aggressor countries.

Compared to pre-war years, exports of electronic integrated circuits to
Kazakhstan climbed from €100,000 to €3.6 million in 2022. / Wikipedia

www.bne.eu
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According to the list, a total of 1,095 companies exported
from Latvia to Russia in 2019, more than 800 exported to
Russia last year, and only 307 in the first five months of 2023.
Meanwhile, last year, almost 400 companies exported to
Belarus, 170 this year.

LTV also requested the same lists to be created for Central
Asian countries potentially used to circumvent sanctions, as
well as a list of companies importing goods from Russia, but
the Central Statistical Bureau refused to give the information.

The CSB stated in its reply that, following the publication

of the exporters, it had received explanations from the
companies that had a significant impact on the analysis.

For instance, goods being exported to different countries but
customs formalities sorted on the border of Russia, or logistics
companies carrying out tasks for other companies.

The CSB stated it will refrain from creating and publishing lists
of exporting and importing companies to any country in order
to avoid risks of misinterpretations, eng.lsm.lv said. ®

Hungary faces steep demographic decline

in coming decades

bne IntelliNews

the coming decades and the country’s population will

decline below 9mn by 2043 compared to 9.63mn at
present and after peaking at 10.7mn in 1980, liberal online
news site 444.hu wrote on September 14 ahead of a two-day
Demographic Summit in Budapest.

H ungary's demographic situation is set to worsen in

The number of children born in Hungary is falling each year,
and the number of women of childbearing age has fallen by
20% in the past 20 years, President Katalin Novak said in an
interview published before the summit. Without an increase in
birth rates, Hungary's future is in danger, she added.

The natural population loss in Hungary came to 44,653 last
year compared with 62,705 in 2021, which was largely due to
the pandemic, according to the latest census completed in
2022. The pandemic hit Hungary hard, with 48,000 losing their
lives in 2021 and 2022.

The natural population loss since the last census in 2011

was 464,000. This was mitigated by a net influx 0of 131,000
immigrants, mainly from nearby countries, bringing the total
population decline over 11 years to 333,000.

The government has long advocated a "procreation over
immigration” approach to deal with demographic decline and
introduced a string of family support measures, and it took
credit for the improvement in the fertility rate, which has
grown to over 1.5 from 1.23 since 2011.

The birth rate had been increasing up until 2021 but has
reversed in the past few years, due to age demographics as the
children of baby boomers (the so-called Ratko generation in
Hungarian, named after the hardline anti-abortion minister in
1949-1953) born between 1945-1953, are now past fertility age.

The forecasts are disheartening and foreshadow an accelerating

www.bne.eu

decline in population, as well as a severe ageing of the population.

By 2043, Hungary's population will fall below 9mn and a
quarter of them (24.9%) will be over 65 compared to 20% at
present. The share of population older than 70 will grow from
13% in 2022 to over 20%. In more than 20 years, the share of
young people below 15 will fall to 14.9% from 15.7% at present.

The decline in the number of the working-age population
(20-60 years) is even more pronounced, falling from nearly
55% to 50%. This poses huge challenges for Hungary's labour
market, which is already struggling to meet the growing labour
needs of new factories.

According to the labour ministry’s optimistic scenario, the
number of working-age people will fall by around 300,000 by
2030. The dire labour shortage in the industry is forcing Viktor
Orban’s government to change its anti-immigration rhetoric

The prime minister in March at an economic forum said the
country will need at least 500,000 workers to meet growing
industrial capacities in the vehicle and related EV battery
sectors. The government has eased labour rules for third-
country nationals that will pave for the arrival of tens of
thousands of guest workers from China, Mongolia, India and
the Philippines. This has already created tensions in some
rural areas. To quell the discontent of locals, a mayor of a small
Hungarian spa town called for residents not to let their homes
to Asian workers.

The 5th Budapest Demographic Summit will be attended by
heads of state and government, Serbian President Aleksandar
Vucic and Italian leader Giorgia Meloni as well as Nobel
laureate economist James Hackman, psychologist Jordan
Peterson and inspirational speaker Nick Vujicic and religious
leaders, opinion leaders, media personalities, NGO leaders
from four continents. ®



bne October 2023

Companies & Markets | ;

Iran becomes third-largest crude oil producer
in OPEC as Saudi turns down taps

bne IntelliNews

ran has regained its position as the third-largest crude oil
I producer, with a production of 3mn bpd in August, OPEC
announced on September 12.
The Islamic Republic witnessed the highest increase in crude
oil production among OPEC members month-on-month
in August, as the country's production rose by 143,000 bpd
compared to July, according to official estimates.

Iran's rise to third place is due, in part, to Saudi Arabia
voluntarily cutting production by 1mn bpd till the end of
2023, while Russia, the second largest producer of the OPEC+
group, extended its 300,000 cut over the same period.

The Iranian production increase has also been facilitated by a
relaxation of US sanctions. Washington is not strictly enforcing
its sanctions on Iranian exports as it hopes to retrieve five

dual Iranian-US nationals as part of a wider deal with the
Islamic Republic that also involves the release of $6bn that was
previously frozen in South Korea.

The next two largest exporters were Nigeria and Iraqg, with a
growth of 98,000 bpd and 38,000 bpd, respectively.

Total OPEC-13 crude oil production averaged 27.45mn bpd
during the month, up 113,000 bpd m/m.

Due to the sanctions imposed on Iran, the country has been
granted exemption from production cuts imposed by OPEC
and OPEC+, something the country has long wrestled with
Saudi Arabia over.

However, thanks in part to the resumption of ties between
Riyadh and Tehran previously brokered by China in April in
Beijing, the two regional powerhouses have reopened their
respective embassies in both countries, significantly reducing
tensions between both countries and their respective groups
in the wider Persian Gulf region.

The report also indicated that the average price of “Iran Heavy”
oil rose by 7.7% m/m or $6.29 to $87.82 a barrel during August.

Iran's crude oil production reached 2.85mn bpd in July, which
was then only 72,000 bpd short of becoming the third-largest
oil producer in OPEC. The average daily oil production of Iran
was 2.55mn bpd in 2022, which is 162,000 bpd higher than
the production level in 2021. Iran was the fifth-largest OPEC
producer during the year.

The OPEC producers had an average oil production of 28.86mn

bpd in 2022, which indicates a rise of 2.5mn bpd from the
previous year.

The OPEC Reference Basket (ORB) experienced a substantial
upsurge in value in August, with a m/m increase of 7.7%.

This resulted in an average value of $87.33/b. The surge was
driven by a hike in crude benchmarks of all ORB components,
coupled with an increase in official selling prices and crude
differentials of all crude qualities.

In an interview with bne IntelliNews, Sam Madani co-founder
of Tankertrackers.com said, “Iran’s crude oil exports peaked
by the third week of August 2023 and have been waning since
but still holding relatively high against the YID average.”

He added, “After crude oil, the second largest commodity is fuel oil,
followed by gas condensate. Last year, the opposite was the case.”

“Iran has managed to export all of its floating storage of gas
condensate, which at peak, was around 65-70mn barrels floating
onboard NITC VLCC supertankers off the coast of Assaluyeh.”

Export figures from Iran, the oil tracking specialist added, are
often downplayed due to US sanctions on exports with key target
markets like China reporting zero /close-to-zero import from Iran.

However, the expert noted that Malaysian exports to China
have increased to three times what Malaysia can produce
locally. The reason Madani adds, is that most Ship-to-Ship
(STS) transfers occur in the exclusive economic zone (EEZ)
around Malaysia’s part of the South China Sea.

Oil shipping records show that during last year China
imported 35.7mn tonnes of crude from Malaysia.

Officially, China has only imported oil from Iran four times
since the end 0f 2020. @

Iranian oil is reaching international markets despite US sanctions being
officially still in place. / CC: Alexander Bobrov

www.bne.eu
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Russia mulls drastic
measures as domestic
fuel shortage crisis
grows

Jason Corcoran in Dublin

enior Kremlin figures are calling for a ban on the export

S of petroleum to prevent petrol stations across Russia
from running dry.

There was a spate of reports about diesel shortages at service

stations in Sevastopol in Crimea, while Izvestia wrote about

the increasing number of fuel shortages at petrol stations in

different regions of Russia.

Individuals have posted video clips on social media complain-
ing about the lack of diesel in stations in Crimea as well as
shortages of diesel and AI-95 gasoline in Astrakhan, Adygea,
Rostov, Stavropol and Krasnodar in Southern Russia and
further afield in Novosibirsk, Ryazan and Samara regions -

as well as in the Republic of Kalmykia.

A video post from the Telegram channel Baza on September
11 indicated that the fuel and diesel shortages had spread to
Tula, which is located about 180 kilometres south of Moscow.
Fuel in Tula is only sold to legal entities and some gasoline is
bottled for sale using coupons.

"We are currently operating on low stocks, basically straight
away after delivery, [and it] concerns all types of fuels,” Ekat-
erina Savkina, managing partner of the GP Vympel petrol
station chain in Samara Oblast, told Izvestia. “Some petrol
stations in the oblast do not have Al-92, Al-95 and diesel.”

German Kolotov, chief executive of Mosregiongaz, operating
in the Russian-annexed Crimea, reported that some of his gas
stations are out of Al-92 and diesel.

Kolotov believes the problem emerged due to delays in deliv-
ering goods by rail. The trains from Central Russia carrying oil
products reportedly take several weeks longer than usual to
arrive, causing a shortage.

However, Moscow market sources contacted by bne
IntelliNews suggested the excess demand is coming from the
army to fuel gas-guzzling tanks, armoured personnel carriers,
trucks and aircraft.

www.bne.eu
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Gas stations across Russia are in danger of running dry as a domestic fuel
shortage crisis deepens. / bne IntelliNews

“This is an incredibly sensitive issue,” said a Moscow energy
analyst, who declined to be named for security reasons.
“There is definitely a spike in demand from the front line
but the demand from the military is a state secret and nigh
impossible for us to quantify.”

The situation is so bad that Russia’s Minister of Agriculture
Dmitry Patrushev went public with the problem on Septem-
ber 8, saying fuel shortages are threatening to disrupt autumn
harvesting and sowing.

Patrushev, son of President Putin’s powerful security chief
Nikolai Patrushev, demanded that Deputy Minister of Energy
Pavel Sorokin resolve the problem by banning the export of
petroleum products from Russia.

"We already have problems with the availability (of fuel).

We will now stop harvesting, and we will not sow winter
crops. It will be a disaster," Patrushev told a joint session of
Parliament's monitoring and agriculture committees. "Maybe
it's time to temporarily stop exports of oil products until we
stabilise the situation on the domestic market."

Patrushev said that agricultural producers are forced to solve
the problems of fuel supply individually with oil refineries.
The only way out of this situation is to put military control
on oil refineries, and then a chain of inspectors with sentries
along all oil pipelines and in the fields so that companies
continue to produce oil and send it to the domestic market
through the oil refinery.

Vladimir Matyagin, president of the Gruzavtotrans Freight
Transport Association, confirmed the unavailability of diesel
at petrol stations in Russia's southern regions. He said that
some petrol stations are purposely telling customers that the
fuel dispenser is broken.

Sorokin was quoted by Interfax as saying that a draft order,
which allows only fuel producers to export oil products, had
already been sent to the government and the presidential
administration.



He said he hoped the order on banning "grey" exports would
be issued in the coming days, or "in a week at most."

If the Kremlin does impose export restrictions, it will
inevitably leave a serious dent in the federal coffers.

Such a move is regarded as a final effort to avert a poten-
tially troublesome fuel crisis, especially with Putin seeking
re-election as President in March.

Russia’s fuel market is facing a number of challenges,
stemming from factors such as maintenance activities at oil
refineries, train transport bottlenecks and the devaluation
of the ruble, which encourages fuel exports.

Muscovites contacted by bne IntelliNews indicated that the
shortages seemed to be mainly in Crimea and southern
regions of Russia.

“Prices have certainly gone up and there have been some
shortages and queues at some gas stations but that may
be triggered by social media,” said a senior engineer, who
declined to be named. “Fortunately, I don't use diesel and
Super 95 seems to be widely available in Moscow.”

Russia, the world's second-largest oil exporter after Saudi
Arabia, has been exploring a number of measures to address
the contentious issue. Surging gasoline prices in neighbouring
Kazakhstan in January 2022 triggered nationwide protests and
the storming of the nation's parliament.

"The issue in Kazakhstan was similar because they had
domestic subsidies too and the local price was much

cheaper in neighbouring Kyrgyzstan and Uzbekistan, which
created a huge grey market," a senior energy analyst told bne
IntelliNews. "But Kazakhstan delayed taking action until after
the protests had erupted. Moscow has learned that lesson."

Another senior Moscow-based oil analyst suggested that
the key problem is that “grey market exporters” are taking
volumes for more lucrative export markets, such as Brazil,
Turkey and UAE.

“Small traders and oil depots buy petroleum products at the
domestic price and then sell it on for export,” he explained. “These
traders have been using [the] so-called 'ghost tanker fleet' to ship
oil products across the world but the government appears to have
lost control over what was being exported and how much.”

It now appears that the government has lost control of these
private oil traders and are now scrambling to rein them in
and keep more fuel at home.

A recent report by Bloomberg News suggested that Brazil is
bringing on Russian fuel like never before with imports reach-
ing 235,000 barrels per day (bpd) in August and making the
country the second biggest importer of Russian diesel globally.

Wholesale diesel prices began to climb sharply in July. For the past
two months diesel prices on the commodity exchange surged on
average by more than a quarter to RUB67,000 ($700) per tonne.

Energy analysts anticipate that the crisis will not improve
until at least October. This timeline aligns with the comple-
tion of maintenance activities at numerous oil refineries and
an expected decrease in seasonal demand.

“Shortages may gradually fade away, although it depends
on how quickly these refineries get back up and running,”
a senior oil analyst told bne IntelliNews.

“The key question is whether the state will issue any makeshift
regulating measure or release a rushed fiscal decree to enforce
law and order in the industry. What is clear is that there is

a substantial risk for the oil majors and their bottom line.” ®

Timur Turlov, the Kazakh financier behind
Nasdaq-listed Freedom Finance

Jason Corcoran in Dublin

imur Turlov started dreaming of making it big on Wall
TStreet from the day he started slinging stocks for a Moscow

brokerage in 2003 as a part-time junior trader aged just 16.
The Russian-born Kazakh financier went on to realise some of
his dreams when his brokerage Freedom Finance was listed
on the US Nasdaq in 2019. It boasts that it became the first
financial investment company from Russia and Central Asia
to be listed on a US bourse.

“It was a big dream for us,” 35-year-old Turlov told Forbes in
2021. “Thad become a public company that would be good
enough to be traded on the [US exchanges.] Because that's
the top of the business.”

His firm has grown into a business with an estimated worth
of $3.2bn, employing more than 2,900 people across 15 coun-
tries. The enterprise has also diversified from retail broker-
age into investment banking, consumer banking, insurance,
mortgages and online food delivery.

www.bne.eu



0 | Companies & Markets

bne October 2023

EYLDIES

ey

Says Turlov: “I will not hide that it is very unpleasant when they throw mud at
you, referring to anonymous sources, but | realise that this is the price that you
have to pay for publicity.” / Freedom Holding

However, Turlov's dreams are now at risk of turning into

a nightmare because the US public listing has triggered
attacks on the firm's trading practices. Freedom Finance is
now under intense scrutiny from financial regulators and
one of the market'’s biggest short-sellers.

The short-seller, Hindenburg Research, an aggressive firm
that has lately tussled with iconic tycoons such as Carl Icahn
and Gautam Adani, said its probe into Freedom showed the
company still does business in the Russian market and had
"openly flouted sanctions".

Analysts at Hindenburg claim that Freedom is “brazenly
circumventing sanctions”, showing tell-tale signs of over-
stating its revenue, using customer funds for risky and illiq-
uid market moves and manipulating the market both as part
of its own investments and to boost its own traded shares.

Hindenburg's reports are hard-hitting and tend to hit the
target. Shares of the Adani Group companies sank between
3% and 6% after Deloitte resigned as auditor of Adani Ports,
an exit that was prompted by the publication of a report by
the short-seller in January.

Freedom’s share price on the Nasdaq sank 39% to $72.05 after
Hindenburg published its research on August 15, but it has
since rallied to $97.75. Turlov owns about 70% of the stock,
which means the stock is less vulnerable to investor sentiment.

In a LinkedIn post, Turlov issued a partial rebuttal of
Hindenburg's report, suggesting that their allegations were
based on dealing with one former employee, who worked at
the brokerage for less than a year.

“Iwill not hide that it is very unpleasant when they throw mud
atyou, referring to anonymous sources, but I realise that this is
the price that you have to pay for publicity,” wrote Turlowv.

Former employees interviewed by Hindenburg claim that
client money ran from Freedom’s offices in Russia and
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Kazakhstan through a “Belizean entity privately owned by
Freedom’s CEO”". Filings made with the SEC show that the

entity represented 60% of Freedom's fee and commission
income for the year ended March 31.

One former staffer told Hindenburg that Russian money
laundering was rampant and said that he had seen suitcases
with $2.5mn in cash brought in by a client.

“Just bring your money. There’s no source of income, source
of funds. There’s no KYC [know-your-client]. Nothing,” the
firm said, quoting the former employee. “The best part is
this is violating almost every country’s anti-money and anti-
terrorist financing laws.”

Turlov's firm is incorporated in the US state of Nevada,
although its main office is in Kazakhstan, where it serves
Kazakhs and Russians seeking the next hot initial public
offering from Silicon Valley.

Investors were lured by Freedom's ability to offer access to
the frothy debuts of gaming company Zynga, in 2012, social
network Facebook and electronic vehicle maker Tesla.

The year of 2021 proved a boom year for the company as an
IPO surge lifted all boats. However, the market for US listings
fell off a cliff last year due to high inflation and rising interest
rates. Freedom'’s Primary Placement Fund, which provides
qualified and unqualified investors with a “readymade IPO
portfolio” has lost around 80% from its peak in dollar terms,
according to its website.

Another peculiarity in how Freedom operates is that access
to those hot US stocks comes via a mystery hedge fund,
which acquires shares directly from stock IPO underwriters,
and then passes the shares along to Freedom customers via
Freedom’s Belize affiliate.

However, that hedge fund may not even exist, according to
Hindenburg. It quoted a former Freedom employee as saying
“no one knows” who the hedge fund is and as concluding,
“My suspicion is there is no actual IPO [allocation].”

Multiple reports and sources have indicated that the firm's
sales staff offer clients better access to top US IPOs if they
purchase Freedom’s own stock.

Turlov owns about 70% of the stock, which means that
the holding's shares prices are less prone to overall market
sentiment.

“Clients are not obliged per say but they are encouraged to
buy,” said a market source. “The sales team are, of course,
motivated to sell their own stock. Also, it's illiquid because
they don't have many shareholders outside the owner and
all of the clients so they can write whatever price they like.”

An industry source familiar with Freedom Finance told bne



IntelliNews that the firm has “always been unscrupulous in
terms of KYC rules”.

“There have always been certain second and third-tier broker-
age firms in Russia who accept briefcases with millions

of dollars from officials who have received that money in
bribes,” explained the industry source. “Those officials, who
have already bought several apartments, are approached by
the broker who promises them 50% returns a year.”

Freedom's Belize operation, FFIN Belize, was set up just
months after the US sanctioned Russia in 2014 following
Moscow’s annexation of Crimea. In a regulatory filing from
2014, Freedom said FFIN Belize was opened to “provide
easier access to the US securities markets than a Russian or
Kazakhstan company could provide”.

However, Hindenburg claims FFIN Belize advertises the ability
to send rubles via Alfa Bank, enabling clients to send Russian
currency via a sanctioned bank right into the US equity market.

A darling of Bloomberg News and a former columnist at
Forbes Russia, Turlov has had a meteoric rise since starting
at the small Moscow firm World Capital Investments at 16.

Hollywood movies about Wall Street had stimulated his inter-
estin working in finance. As a young boy growing up in Russia,
he had heard about an acquaintance using his computer to
buy and sell stocks. “I remembered these Wall Street movies
and that if you are doing something with the stock market, you
should be very rich,” Turlov told Forbes in 2021.

After his initiation at World Capital, Turlov joined the
brokerage arm of Uniastrum Bank two year later in 2005.
The young financier helped build access for clients to stock
exchanges in the US until the 2008 credit crisis brought
everything crashing down.

All of his colleagues were fired, and the unit was closed but
Turlov rallied them around to set up his own brokerage using
$100,000 in severance pay from Uniastrum as start-up capital.

In the same year, Turlov graduated with a degree in
economics and management from Moscow's State Technical
University and got married.

The modus operandi of the company, which became
Freedom Finance, was to provide Russians with access to
Turlov’s beloved US stock markets.

But competition in Moscow amongst second and third-tier
brokers in 2011 was intense, so Turlov relocated to Almaty
in Kazakhstan.

It turned out to be a prudent and prescient decision, given
how the Russia capital has been slowly dislocated from
international capital markets since 2014 by sanctions
imposed over Ukraine.

After Russia’s full-scale invasion of its neighbour in February
2022, dozens of top managers from Freedom relocated five
months later from Moscow to Kazakhstan where they now
work in the Astana International Financial Centre (AIFC).

In June last year, Turlov renounced his Russian citizenship,
saying that he had become a citizen of Kazakhstan, where he
and his family have lived for more than 10 years.

Turlov posted on Instagram that he had received a Kazakh
passport: “It breathes freely here, and I believe that
Kazakhstan, thanks to its peaceful and hospitable policy,
will be able to build a new, richer, more efficient, just state.”

Freedom's employees continue to work with Russian clients,
but, they say, only in a consulting capacity. Russian clients,
who trade in securities via the Russian entity, have been
offered the opportunity to transfer their brokerage accounts
to Freedom Finance Global.

In Kazakhstan, market sources said the firm has a track record
of investing in so-called “penny stocks” and using high-pres-
sure sales tactics to entice investors to buy the risky shares.

“Freedom has been rapped on the knuckles many times in
Kazakhstan but the local regulator there is not very keen

“Just bring your money. There's no
source of income, source of funds.
There's no KYC [know-your-client].
The best part is this is violating
almost every country's anti-money
and antiterrorist financing laws”

on taking on a person,who owns several billion and could
grind them to dust,” a CIS fund manager familiar with the
company told bne IntelliNews.

Freedom completed the sale of its Russian assets in Febru-
ary for around $140mn. At the time, Freedom said it had
"completely ceased doing business in Russia".

With no tangible assets in Russia anymore, Turlov said
Freedom was trying to work with Russian clients in the same
way as Western banks do.

Freedom seems to be in permanent expansion mode - no
matter the global macroeconomic climate. Turlov told
Reuters on August 17 that he was now looking at launching
banking and brokerage services in Turkey and Azerbaijan, as
well as expanding business in Kyrgyzstan and Uzbekistan.

In a 2021 video interview with the Russian Big Money blog,
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Turlov said his work is all-consuming and he has little time for
fishing or any hobbies. Most of his free time at the weekend is
taken up with his family but he does find time for playing chess.
Turlov, who reportedly keeps life-size cutouts of Donald
Trump, Elon Musk and Joe Biden at the company's Almaty
offices, heads up the Kazakhstan Chess Federation.

A former collector of fine wines, Turlov told the Big Money
interviewer that he has now abandoned alcohol. “Iunderstood
when I stopped spending time on that I had much more
energy,” said Turlowv.

Freedom and Turlov were sanctioned by Ukraine in
December last year for their links to Russia, with critics of

the firm saying that this could be just the start of increased
attention from Western regulators.

On August 14, Freedom received a letter from Nasdaq stating
that the company wasn't in compliance with the exchange's
listing rule as a result of its failure to file its quarterly
reports in a timely fashion.

The company's previous auditors, a small Utah-based firm
called WSRP LLC, was sanctioned last December by the
Public Company Accounting Oversight Board for failing

to “inquire about the business purpose of... related party
transactions”. Freedom also had to restate its 2022 earnings
and three different quarterly reports. ®

G20 powers get Erdogan’s back up with
$17bn trade corridor that excludes Turkey

bne IntelliNews

back up, there's one surefire way to do it - ignore him.

With much fanfare, India, Middle Eastern powers and the
European Union'’s biggest economies used the G20 summit
to announce the $17bn India-Middle East-Europe trade
corridor. The project announcement was greeted with a lot
of enthusiasm, but it now appears that to Erdogan, who was
present at the summit held under India’s presidency, there is
one huge problem - the route entirely shuts out Turkey.

I fyou want to get Turkish President Recep Tayyip Erdogan's

“There is no corridor without Turkey,” fumed Erdogan to jour-
nalists who had accompanied him to the G20 get-together in
New Delhi: “The most convenient line for traffic from east to
west has to pass through Turkey,” he added.

Turkey has lately been pointing to its efforts to add momentum
to a multi-billion-dollar initiative to form a rail-based trade
corridor running from Iraqi ports on the Persian Gulfto a
range of onward destinations via Turkish hubs, but if Erdogan
is going to shoehorn his country into the India-Middle East-
Europe effort, he'd better hurry up about it. The UAE has
suggested that negotiations to pave the way for the investment
be completed within 60 days, with foundations to be laid
immediately thereafter.

The corridor, with shipping and railway links, involves contri-
butions from India, UAE, Saudi Arabia, the EU, France, Italy,
Germany and the US.

Shipping and rail lines will pass through the UAE, Saudi Arabia,
Jordan and Israel, then reach to Greece and Europe.

During the G20 summit, a memorandum of understanding
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(MoU) on the corridor was signed by the EU, India, Saudi
Arabia, the UAE, the US and other G20 partners.

The project aims to cut shipping times by 40% and enable cost
and fuel savings.

It is thought the ambitious scheme could make annual returns
of $4bn and create 100,000 jobs at a minimum.

The announcement of the corridor might also cause conster-
nation in Iran and Russia. The Iranians and Russians are
working on developing the North-South Corridor (also known
as the International North-South Transport Corridor, or
INSTC). It is designed to facilitate smooth multi-modal trade
routes linking Russia, the South Caucasus, Central Asia and
Europe to the Middle East and India via Iranian ports on the
Persian Gulf and Sea of Oman (Indian Ocean). ®

AR

Erdogan. Nose out of joint. / Turkish presidency.



Bulgaria to probe
secret deals with
blacklisted Russians
on TurkStream
construction

Denitsa Koseva in Sofia

allegations that high-ranking Bulgarians held secret

meetings with sanctioned Russians to agree on speed-
ing up the construction of the local stretch of the TurkStream
pipeline in violation of Bulgarian laws and procedures, the
Sofia City Prosecution said in a statement on August 31.

T he Bulgarian prosecutors are launching a probe into

The decision came after the Anti-Corruption Fund (ACF) NGO
revealed information that on July 1, 2019, a secret meeting
was held in Turkey between Bulgarian, Russian and UAE
representatives to discus specific actions and a timeframe for
speeding up the construction of the gas pipeline.

In Bulgaria, the then prime minister Boyko Borissov insisted
that the stretch was not part of the TurkStream but an expan-
sion of the local gas network called Balkan Stream. The
construction of the pipeline was seen as move of key impor-
tance for Russian President Vladimir Putin, giving Russia

an alternative route to transport its natural gas, to enable its
invasion of Ukraine.

The construction of the Bulgarian stretch of TurkStream
was announced by Borissov at the end of 2018. In April 2019,
state-owned Bulgartransgaz, which conducted the tender to
find a company to build the pipeline, picked Saudi Arabia's
Arkad Engineering and Construction Company to carry out
the project.

The Arkad consortium offered to build the 484 km pipeline
for €1.29bn within 250 days, or for €1.10bn should the dead-
line be extended to 615 days.

The second-ranked consortium was connected to Russia’s
Lukoil and offered to build the pipeline for €2.41bn if project
was completed within 250 days and for €1.6bn if it would take
650 days. A third bidder was disqualified.

However, in May Bulgartransgaz decided to replace Arkad
with the second-ranked candidate, which includes sanctioned
Russian company Trubnaya Metallurgicheskaya Kompaniya
(OAO TMK), a producer and supplier of steel pipes, owned

Alexander Picker: "It's not the toughest job | have ever had.”

by Russian billionaire Dmitry Pumpyansky and the Italian
Bonatti S.p.A. That consortium lowered its price after the
selection of Arkad - which is not allowed by Bulgarian law.

In June, the project was stopped by the Bulgarian Competition
Protection Commission (CPC).

ACF's investigation is based on hacked emails of the Russian
politician Alexander Babakov, who has been under interna-
tional sanctions since 2014 due to the Russian annexation

of Crimea. The NGO published a memo emailed to Babakov
following the July 1 meeting explaining in detail how to
unblock the process, restoring Arkad as winner. In return, the
Saudi company had to pick the Bulgarian company Comple-

“The construction of the pipeline was
seen as move of key importance for
Russian President Vladimir Putin,
giving Russia an alternative route
to transport its natural gas”

tion Development S.A.R.L., a unit of TMK, as a subcontractor
- also in violation of Bulgarian legislation.

On July 1, the CPC restored Arkad as the winner of the tender,
ordering Bulgartransgaz to sign the contract.

In mid-September, Bulgaria's Supreme Administrative Court
ended a case launched based on objections to the selection of
Arkad to build the Turkish Stream extension in the country,
unblocking the process. Two days later, the construction was
launched.

According to ACE these events were discussed at the meeting
in Istanbul on July 1. The NGO did not provide information on
which Bulgarians attended the meeting.
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The NGO also revealed that the Bulgarian-American Credit
Bank (BACB) was involved in business with the sanctioned
Russians. The head of its supervisory board, Tsvetelina
Borislavova, sent an email to Babakov's advisor, Alexander
Vorobyov on July 19, 2019. In this email, Borislavova, who
had an intimate relationship with Borissov years ago, asked
Vorobyov to warn Babakov and Russian Gazpromexport
that the project would be delayed due to an appeal of the
procedure.

BACB responded as quoted by the Dnevnik news outlet that
this email was sent as it was one of the banks servicing Arkad.
Attempts by bne IntelliNews to get a response from BACB

remained unanswered by the time of publication of this
article.

However, the ACF says that BACB was selected by the
contracting parties as the investment bank for the execution
of the project. It was not clear which are these contracting
parties as officially the company to carry out construction of
the pipeline was picked at a public tender. In that case, BACK
can only be a bank servicing the Bulgarian company carrying
out the tender - Bulgartransgaz, ACF noted.

The procedure to pick a bank to service the construction was
officially launched a year later, in June 2020. ®

China’s Zijin Mining to invest $3.8bn in Serbia

bne IntelliNews

invest an additional $3.8bn in Serbia, according to a
memorandum of understanding (MoU) signed between
the company and the Serbian government.

C hina’s Zijin Mining has confirmed its intention to

The investment will be made to develop the Lower Zone of the
Cukaru Peki Mine, and is expected to place Serbia among the
largest European copper and gold producers.

Zijin and the Serbian government also signed a second MoU
on the development of the 300 MW solar power plant project,
which will meet the company’s needs for electricity. The power
plantis worth $200mn, a government statement said.

“Thanks to today's memorandum, which includes $3.8bn of
new investments, Serbia will rank among the largest European
copper producers and leading gold producers, but also create
the possibility for additional investments,” said Minister of
Mining and Energy Dubravka Djedovic Handanovic.
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Zijin already employs around 7,700 people in Serbia.

Aswell as the Cukaru Peki Mine, it is also the owner of the RTB
Bor copper mining and smelting complex.

The MoUs were signed during the One China, One Serbia
Investment Forum, part of the 23rd China International
Investment and Trade Fair. The investment was expected as
plans to sign the agreement had already been reported over
the summer.

Djedovic invited other companies from China to invest in
Serbia, where foreign direct investments (FDI) more than
quadrupled between 2012 and 2022, to $4.4bn.

Mining is an important sector in Serbia. It is expected to
have grown by 22% year on year in 2022, according to the
government. @
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The MoUs were signed during the One China, One Serbia Investment Forum, part of the 23rd China International Investment and Trade Fair. / srbija.gov.rs
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PM Dorin Recean says
Moldova won’t pay
Gazprom's $709mn
demand

lulian Ernst in Bucharest

il e are not going to pay," Moldova’s Prime
WMinister Dorin Recean stated in a video post
on Facebook, referring to Gazprom's $700mn
claims against Moldovagaz.

In principle, this should result in Gazprom terminating gas
exports to Moldova - but the gas sent to Moldova at this
moment is entirely distributed to the pro-Russian separatist
Transnistria region and such a gesture would shut down the
region’s entire economy (or what is left of it), besides creating
problems for the electricity system in the regions controlled
by Chisinau.

Moldova's authorities announced last week the results of the
international audit on the historic debts owed by the national
incumbent gas transport/distribution company Moldovagaz
to Russian gas company Gazprom. Only $8.6mn of the claims
are justified, out of a total of $709mn requested by Gazprom,
the authorities claimed, citing the audit report that was
immediately rejected by Gazprom.

The debt under discussion ($8.6mn or $709mn depending
on which party to believe) is a debt between two compa-
nies (furthermore, Moldovagaz is controlled by Gazprom
which makes the debt an intra-group debt) and in principle
shouldn'’t involve the government of Moldova.

At stake there is more, though, namely the assets Moldo-
vagaz owns in Moldova and possibly the financial deviations
Moldovagaz might request from the market regulator ANRE
based on the alleged debt owed to Gazprom. Gazprom has
already warned against in international arbitration courts,
but Moldova is probably not impressed, given the situation.

The firm statements made by Moldova’s prime minister about
the claims made by Gazprom pinpoint a broader strategy
Moldova adopted in order to make the Russian group irrel-
evant to the country’s energy system. The strategy was costly
- Moldova still has in its reserves abroad gas purchased last
winter at a high price of $1,000 per 1,000 cubic metres - but
successful in terms of alleviating Russia’s influence.

Moldovan PM Dorin Reckon says Moldovagaz won't pay Gazprom's $709mn
claim. / gov.md

As part of the same strategy, the Moldovan authorities
decided this month to strip Gazprom-controlled Moldovagaz
of its natural gas transport system (at least the rights to use
it), which was transferred to Romania’s Transgaz.

Moldovagaz has already distributed non-Gazprom gas to
its customers since last winter while the gas received from
Russia is only for Transnistria.

“The gas sent to Moldova at this
moment is entirely distributed
to the pro-Russian separatist
Transnistria region and stopping
that gas would shut down the
region’s entire economy”

The game is not over though and Moldova needs Bulgaria’s
support in boosting the gas transfer capacity along the Trans-
Balkan pipeline.

Moldova said it is ready to support the cost of increasing the
pressure at the Grebenyky compression station but Bulgaria
has not responded to the request yet, according to ICIS quoted
by Mold-Street.com. At this moment, the pipeline is used (for
the current pressure) at less than half of its capacity. @
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Polish power giant PGE’s stock price falls
nearly 11% after U-turn on climate ambitions

Wojcich Kosc in Warsaw

arsaw-listed PGE, Poland’s largest energy and power
company, saw its stock price tumble nearly 11%
since the announcement that it would not pursue

a strategy to become climate-neutral in 2040, a goal it had
only mooted one week prior.

PGE's stocks were down 4.8% to PLN7.51 (€1.64) in afternoon
trade on the Warsaw Stock Exchange on September 6. The fall
was 11.2% since the company announced the U-turn on its
climate strategy two days earlier.

The now-ditched strategy provoked political controversy, as
the still-powerful Polish mining lobby saw it as laying the
groundwork for accelerating the energy transformation away
from coal. Poland currently assumes that the exit from coal
will only take place in 2049.

Following the uproar among miners and criticism from the
top echelons of the government, PGE said on September

4 that it “revoked” the resolution approving the updated
strategy because of “the need to complete the formation
process of the National Energy Security Agency NABE".

NABE will be the state agency managing all of Poland’s coal
assets so that state-controlled companies like PGE have a
freer hand to pursue clean energy investments.

“NABE is extremely important because it will allow our
coal energy sector to survive until 2049 in these difficult

times of energy transformation that the EU imposed on us,”
State Assets Minister Jacek Sasin told the government-run
broadcaster TVP Info on September 5.

NABE is expected to begin work this or next year, the
government said on September 5, citing the election —
due on October 15 - as a potential delay factor.

The looming delay in creation of the agency also helped
pushed down PGE's stock price this week. Shares of other
state-controlled energy and power companies - Tauron and
Enea both fell more than 6%.

Poland still gets some 70% of its electricity from coal- and lignite-
fired power plants. Warsaw is developing its first nuclear power
plant and several offshore wind parks in the Baltic Sea to bring
coal’s share in the energy mix to no more than 28% in 2040.

For now, the incumbent Law and Justice (PiS) government
must be wary of not frustrating Polish miners, who are still
a powerful lobby in the southern region of Katowice, where
Prime Minister Mateusz Morawiecki is running for a seat in
the parliament in the October election.

Elsewhere, in places like Turow in the sout