
October 27, 2017

EBRD approves  
first Uzbek projects  
since 2007

The growing scandal surrounding Croatian food 
and retail giant Agrokor has threatened to bring 
down the government as the opposition Social 
Democratic Party (SDP) reportedly prepares to 
collect signatures for a no-confidence vote. 

The reports — which have not yet been con-

Agrokor scandal 
threatens Croatian 
government 

The European Bank of Reconstruction and 
Development (EBRD) has approved financing  
for two projects in Uzbekistan, marking the 
return of the development bank’s financing 
operations to the country since it halted  
work there in 2007.

EBRD president Suma Chakrabarti elaborated 
on the projects in a message to Uzbek President 
Shavkat Mirziyoyev, the Tashkent Times reported 
on October 24, citing the message. Since tak-

firmed by the party — came after details of a 
loan agreement between Agrokor signed with 
Knighthead investment fund were leaked to 
the media. Meanwhile, the investigation into 
financial irregularities revealed at the trou-
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Prime Minister Andrej Plenkovic defends his handling of the Agrokor crisis.

EBRD president Suma Chakrabarti is taking the development bank back into 
Uzbekistan, 10 years after it left after falling out with late autocrat Islam Karimov.
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bled group is accelerating, with an arrest war-
rant issued for its founder Ivica Todoric. 

Agrokor is undergoing restructuring after a 
debt crisis pushed it to the brink of collapse 
earlier this year. A successful conclusion of 
the restructuring process is critical for Croa-
tia where it employs around 40,000 people, as 
well as a further 20,000 across the Balkans.

As rumours of an impending confidence vote swirled 
in the local press, Prime Minister Andrej Plenkovic 
commented on the issue on October 26, accusing 
the SDP of “recklessness and irresponsibility”. 

“They want to destabilise the restructuring 
process of Agrokor, the company that has the 
greatest impact on the entire Croatian economy 
and the financial system. These are the ones 
who wanted the biggest Croatian company to 
go bankrupt, not thinking about jobs, financial 
stability, the international image of the Repub-
lic of Croatia. It is miserable and irresponsible, 
it will not pass them, as they have not been so 
far,” Plenkovic said in a video posted on the rul-
ing Croatian Democratic Party’s website. 

He described the situation at Agrokor as the biggest 
crisis Croatia has faced since the war of the 1990s. 

Plenkovic’s government is under heavy pressure fol-
lowing revelations about the loan agreement signed 
in June, which according to local media reports gave 
creditors wide-reaching powers over the restruc-
turing of the company, according to Jutarnji List.

In June, Agrokor secured €480mn worth 
of fresh financing from bondholders led by 
Knighthead Capital Management and domestic 
banks. The loan is under a roll-up arrangement 

and Agrokor is required to repay €1.06bn, 
including matured debts to its creditors. The 
roll-up option allows new creditors to claim 
superiority to their previous debt to Agrokor.

The daily claimed that according to the agree-
ment, the restructuring plan and the settlement 
with creditors cannot be made without the ap-
proval of the lenders of the new loan and the 
Croatian government is not allowed to remove ex-
traordinary commissioner Ante Ramljak because 
this could be considered a violation of the agree-
ment. However, both the government and Ramljak 
have refuted claims that the extraordinary com-
missioner cannot be dismissed, according to HRT.

Russia’s Sberbank was also angered by the deal 
because of the roll-up option since it gave the new 
lenders priority over its claims against Agrokor. 
Ramljak told journalists on October 26 that the Rus-
sian lender could secure up to €115mn from claims 
it has filed outside Croatia, Reuters reported. 

Plenkovic, meanwhile, defended his govern-
ment’s actions on October 26, saying that the law 
on extraordinary administration — which stipu-
lated Ramljak’s appointment — has saved Croa-
tia from an “economic and financial tsunami”.

However, his government is on somewhat shaky 
ground. The HDZ has 61 seats in the 151-seat 
parliament, while its coalition partner the Bridge 
of Independent Lists (Most) has another 13 and 
Plenkovic also has the backing of members of 
smaller parties and representatives of national 
minorities. That gave Plenkovic a “decent work-
ing majority” one analyst commented when 
his government was formed in October 2016. 

Plenkovic has a better working relationship 
with Most than his predecessor as HDZ leader 
Tomislav Karamarko. However, the last HDZ-
Most coalition under technocratic prime min-
ister Tihomir Oreskovic split amid a conflict 
between the two parties, and there are already 
indications that Most MPs are unhappy with 
the latest revelations surrounding Agrokor. 

Agrokor scandal 
threatens Croatian 
government 
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Meanwhile, a criminal investigation is pro-
gressing after an audit report recently re-
vealed irregularities; undisclosed liabilities 
amounting to HRK3.9bn were reported. 

The Croatian interior ministry announced on 
October 17 that criminal investigations have 
been launched against 15 Croatian citizens, all 
of them connected to Agrokor, for alleged eco-
nomic crimes. 12 of them — 10 former mem-
bers of Agrokor’s management or supervisory 
boards and two Baker Tilly employees — have 
been detained and questioned. Police also 
raided Todoric’s house and other premises. 

However, they were unable to locate Todoric 
or his son, who are understood to have 
left the country, and have since issued an 

arrest warrant for the Agrokor founder. 

Todoric, meanwhile, has been communicat-
ing via his blog, where he maintains his in-
nocence while accusing Ramljak and govern-
ment officials of “stealing” his company. 

“I am not running away from responsibility, but as 
I have said if there is any responsibility, and I am 
convinced that it isn’t, then it is only mine. How-
ever, as a man whose human rights have been 
violated, with my team of lawyers I am gathering 
evidence and facts in order to be able to contend 
with the lies in the lawsuit and defend myself 
and my associates from political persecution, the 
aim of which is to cover the fact that politics has 
hijacked private property and is today [ruling] with 
anarchy and crime,” he wrote in a recent post. 

EBRD approves first 
Uzbek projects since 
2007 

ing over from the late autocrat Islam Karimov in 
late 2016, Mirziyoyev has introduced economic 
and human rights reforms in an effort at at-
tracting back foreign investors and breathing 
new life into the economy. In early Septem-
ber, currency controls were lifted in an effort 
aimed at securing an investment renaissance.

Chakrabarti said: "These two operations consist 
of a credit line to the National Bank of Uzbekistan 
for US$100 million to support small and medium 
sized businesses and trade finance, as well as a 
loan of US$10 million to private fruit juice com-
pany Agromir.” He added. “These projects make a 
significant contribution to the country’s economic 
growth by strengthening the banking sector, small 
and medium-sized businesses and agribusiness.”

“Our specialists are currently developing a 

tangible package of additional investment 
projects in financial, agricultural and industrial 
sectors, as well as the development of municipal 
infrastructure. We’ve also launched the Small 
Business Consulting program, the first projects 
of which have already been launched. In addition, 
we are currently finalising our preliminary 
diagnosis for the country strategy. We hope that 
our delegation on the strategy will meet with 
your government early next year in order to agree 
on priorities for the EBRD’s long-term activities 
in the country,” the EBRD president added.

Chakrabarti also noted that the EBRD will of-
ficially open a Tashkent office in early No-
vember during a visit by an EBRD delegation 
consisting of first vice president Phil Bennett 
and vice president for risk Betsy Nelson.

During the visit, the delegation will also 
“hold a series of meetings with [the Uzbek] 
government and take part in the High-Level 
International Conference on Security and 
Sustainable Development in Central Asia, 
which will be held on 10-11 November in 
Samarkand,” the EBRD president concluded. 
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The Polish government will undergo a 
reshuffle in the coming weeks, Prime Minister 
Beata Szydlo said. While the PM did not name 
any names, the Polish press is speculating 
that Foreign Minister Witold Waszczykowski, 
Infrastructure Minister Andrzej Adamczyk, 
Agriculture Minister Krzysztof Jurgiel could be 
about to lose their jobs. 

Riga is seeking a strategic investor in 
airBaltic to take over a 49% stake, with the 
government keeping the remaining 51%. However, 
Transport Minister Kaspars Ozolins has hinted 
that keeping control in government hands could 
be problematic for the development of the 
company. 

For the first time in almost a decade a shortage 
of workers is the chief concern of Czech 
manufacturers, a monthly survey put out by the 
Czech Statistics Office (CZSO) concluded. Industry 
confidence may be at its best level since 2011, 
but amid all-time low unemployment the lack of 
workers is becoming a grind and driving pressure 
for higher pay rises. 

€131mn state aid extended to Hungarian 
MOL was in line with EU rules, the European 
Commission concluded. The investment aid 
granted by Hungary will support MOL's plans to 
invest a total of €874mn in the synthetic rubber 
factory built in the eastern Hungarian town of 
Tiszaujvaros.

Polish unemployment fell 1.5pp y/y to 6.8% 
in September, data from statistics office GUS 
showed. The trend of falling unemployment 
remains a key pillar of Poland's economic 
recovery. With wages on the rise, consumption 
is expected to drive economic growth in CEE's 
biggest economy. 

US-based supplier of automotive seating and 
electrics Lear Corporation will expand its 
production capacity in Slovakia’s Voderady in 

Central Europe
order to provide seats to Jaguar Land Rover. 
Slovakia is the world’s largest auto producer 
per capita, hosting car assembly plants run by 
Germany's Volkswagen, South Korea's Kia Motors 
and France's PSA Peugeot Citroen. 

Economic sentiment in Hungary fell slightly 
from the all-time high reached in September, 
economic research group GKI announced. The 
index reversed from 5.4 points to 4.2 points in 
October, as business sentiment came in lower, 
while consumer confidence improved.

Slovakia is now a “pro-European island” in 
Central Europe, the country’s Prime Minister 
Robert Fico commented after voters in the 
neighbouring Czech Republic backed billionaire 
eurosceptic Andrej Babis’ Ano party. Slovakia’s 
three top officials have signed a joint declaration 
firmly stating that continuing pro-European and 
pro-Atlantic orientation was “in the strategic 
interest of the Slovak Republic”. 

Labour productivity increased faster than the 
growth of labour costs in the Estonian business 
sector in the first half of the year, Eesti Pank 
announced. This is the first such occurrence  
in “several years,” the bank said, and that it is a 
welcome development in the Estonian economy, 
which has struggled with the pool of available 
labour becoming shallower due to emigration  
and its ageing population.

The Hungarian central bank kept its key 
interest rate on hold at 0.9% and the interest rate 
corridor unchanged at its meeting on October 24. 
That leaves the door open for further monetary 
easing, which will hinge on the outcome of the 
next ECB meeting. 

Polish listed banks Pekao SA and Alior will 
review an option to merge. The two have been 
speculated to merge since state-controlled 
insurance company PZU became the main 
stakeholder, first in Alior and then in Pekao.
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A Bulgarian court found Deputy Prime Minister 
Valeri Simeonov guilty of hate speech against 
the ethnic minority Roma population. This is the 
first case of a Bulgarian politician being found 
guilty of racism and hate speech, but the court 
did not impose any punishment, merely ordering 
Simeonov to stop using hate speech from now on.

Croatian prosecutors issued an arrest warrant 
for Agrokor founder Ivica Todoric. An investiga-
tion into financial irregularities uncovered at the 
group after it entered restructuring is in progress. 

Romania's largest DIY company Dedeman 
dropped plans to invest in Moldova due to exces-
sive red tape. Dedeman was reportedly planning 
to invest €20mn to open two stores in neighbour-
ing Moldova, which would have created 200 jobs. 

Serbian oil company NIS started building a new 
deep conversion complex involving delayed cok-
ing technology at its Pancevo Refinery in northern 
Serbia. Gazprom Neft holds 56.15% of the shares 
in Serbian NIS. 

Albanian MPs voted against the arrest of ex-
interior minister Saimir Tahiri, who is embroiled 
in a drug smuggling scandal. The Socialist Party, 
which expelled Tahiri after his links to drug traf-
fickers were revealed, has a majority in the parlia-
ment and its MPs voted to allow him to remain at 
liberty while the case is investigated. 

Thousands of pensioners in Bosnia & Herzego-
vina’s Muslim-Croat Federation protested, seek-
ing a rise in pensions and better social and health 
care. The living standard of most retired people 
in the entity is very low as the average pension is 
around BAM370 (€189.2) versus an average net 
wage of around BAM870. 

Bulgarian prosecutors have filed just 26 high-
level corruption cases since January 2015 – less 
than 2% of all charges raised by the prosecution 
in that period, the Sofia City Court said. Bulgaria 

The Regions This Week

has been strongly criticised by the European 
Commission for its lack of progress in fighting 
corruption. 

Serbian judges and prosecutors from northern 
Kosovo took an oath at the office of Kosovo’s 
President Hasim Thaci. Integration of Serb judges 
and prosecutors into the Kosovan judicial system 
is part of the 2013 Brussels Agreement, a mile-
stone in the normalisation of Belgrade-Pristina 
relations. 

Montenegro’s government is looking at options 
for the country’s troubled flag carrier as it strug-
gles under a heavy debt burden. Montenegro 
Airlines has accumulated significant debt over the 
past few years and, despite the government’s ef-
forts to save it, the financial situation at the com-
pany has continued to worsen.

Qatari investors are interested in investing in 
hotels and resorts in the Macedonian lakeside 
city of Ohrid. Ohrid is already the most popular 
tourism destination in Macedonia, attracting visi-
tors from within and outside the country. 

FDI inflows to Serbia are expected to grow 13% 
in 2017, Prime Minister Ana Brnabic said. The 
main goal of Brnabic’s cabinet is to attract as 
much foreign investment as possible in order to 
speed up the economic recovery and promote 
further growth.

Albania’s Balfin Group will invest over €300mn 
in a mixed use complex in the Macedonian capi-
tal Skopje. The project will include a shopping 
mall with a 45,000 m2 gross leasable area, a resi-
dential block and an office park.

Sumitomo Electric Bornetze completed an au-
tomobile cabling parts plant in Moldova at Balti. 
The €30 million investment in the plant is likely 
to boost exports of car parts from Moldova, where 
other major investors such as Draxlmaier have 
already opened production plants. 
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Russia has brought forward the easing of a ban 
on Turkish tomatoes from December 1 to No-
vember 1, Russian Minister of Energy Alexander 
Novak said. Turkey will be able to export 50,000 
tonnes of tomatoes to Russia once a relevant gov-
ernment degree is finalised. Imports were banned 
after Turkey shot down a Russian bomber in 2015. 

Emerging economies currently have the most 
expensive housing, with Caracas and Kyiv in 
Ukraine topping the list of least-affordable cit-
ies, according to the Bloomberg Global City Hous-
ing Affordability Index. London is the worst with 
average monthly rent and mortgage payments 
equaling 135% of monthly net income. 

Russian coal exports to China increased by 83% 
y/y to 2.35mn tonnes in September, hitting a 
record high. In 2016, Russia exported 18.93mn 
tonnes of coal to China, 18% up y/y. 

The first poll numbers for celebrity TV person-
ality, journalist and socialite Xenia Sobchak, 
who announced that she was going to run for 
president in Russia's 2018 elections, are poor, 
according to VTsIOM. Sobchak (aka Ksenia) has 
very high visibility in Russia and is known to 95% 
of respondents, but 60% said that their attitude 
toward Sobchak is "rather negative." 

The Russia-led Eurasian Fund for Stabilisation 
and Development (EFSD) provided a new $200mn 
tranche to Belarus. Earlier, the EFSD decided to 
unfreeze a $2bn support package for its neighbour. 

G7 ambassadors accredited in Ukraine wel-
comed the adoption of the healthcare reform bill 
by the country's parliament, the Verkhovna Rada, 
saying they: "look forward to its swift enactment."

33 additional Russian companies may face US 
sanctions as they were included in a list drawn 
up by the US State Department. The US State 
Department has provided the Congress with a 
recommended guidance list of companies that 

could be included in the next raft of US sanctions 
against Russia.
 
Russia's GDP expanded by 2.4% in September 
2017 in year-on-year terms and by 2.2% in the 
third quarter overall, Minister of Economic Devel-
opment Maxim Oreshkin said.

Ihor Mosiychuk, a lawmaker from the Radical Party 
headed by Oleh Liashko, was injured in a bomb blast 
in Kyiv, the sixth in two years. Another man was killed.

Ailing Russian lenders lost nearly RUB458.3bn 
in July-September. Financial Corporation Otkri-
tie lost the largest amount at RUB255bn, followed 
by Rost-bank from the Binbank (B&N) group with 
RUB84bn and Binbank with RUB34bn. 

One of Russia's largest shoe producers and 
retailers Obuv Rossii (Shoes of Russia) raised 
RUB6bn ($105mn) in an IPO on Moscow's stock 
exchange. The IPO demonstrates that the Russian 
equity market is alive and well and not reserved 
for energy and industry heavyweights. 

Ukraine's industrial production declined by 0.3% 
year-on-year following a 1.2% y/y growth in 
August, state statistics service Ukrstat reported. 
Machinery production and utility output declined 
but other core sectors improved.

Credit Bank of Moscow (CBOM), one of the so-
called Garden Ring banks, raised RUB14.4bn in 
a successful SPO. All of the 3.2mn newly issued 
shares have found their investors. The Rossium 
Consortsium controlled by banker Roman Avdeev 
bought RUB6.75bn to maintain control of the CBOM.

The cancellation of state-supported incentive 
programmes "Family Car" and "First Car" is 
likely to hit Russian car sales, according to Oleg 
Moiseyev, President of the Russian Automotive 
Dealer Association. The industry and trade min-
istry announced that the target sales figure of 
58,000 cars had been reached.

The Regions This Week
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Eurasia
Uzbek President Shavkat Mirziyoyev headed 
to Ankara to encourage Turkish businesses to 
return to Uzbekistan now that the late president 
Islam Karimov, who forced them out in 2011, is 
no longer in charge. His visit to Turkey was the 
first by an Uzbek president since 1999. Twenty 
six bilateral agreements were signed during the 
occasion. Turkish President Recep Tayyip Erdogan 
said relations between Turkey and Uzbekistan 
have this year “come to life”. 

Ex-AC Milan footballer Kakha Kaladze was 
elected mayor of Tbilisi in the countrywide 
municipal polls. As a Georgian Dream candidate 
he won 51% of the vote. He intends to boost 
tourism, simplify bureaucracy and build a new 
transport network.

The US House voted through sanctions in 
response to Iran’s ballistic missile program and 
support for Hezbollah. But representatives did 
not address Iran's compliance with the nuclear 
deal, which allows the country vital access 
to major export markets such as oil, gas and 
petrochemicals.

President Gurbanguly Berdymukhammedov 
unveiled Turkmenistan's first golf course, a 
lavish designer attraction rather out of tune with 
the biting economic crisis besetting hard-pressed 
citizens. In the same week, the black market rate 
of Turkmenistan's national currency, the manat, 
hit a new low.

Kyrgyzstan is to cancel the receipt of $100mn in 
aid from Kazakhstan to improve its infrastructure 
up to EEU trade bloc standards. The two countries 
have been at loggerheads over claimed Kazakh 
interference in the Kyrgyz general election. Amid 
the row Kazakhstan tightened controls on the 
Kyrgyz border, hugely impacting trade flows. 

Turkmenistan launched the Bereket 
Locomotive Depot situated on the Kazakhstan–
Turkmenistan–Iran international transport 

corridor, which links Kazakhstan and 
Turkmenistan to the Persian Gulf. It will improve 
Turkmenistan’s status as a transport and transit 
hub.

Toyota Motors apologised to the US securities 
market regulator after its Indian subsidiary went 
ahead and sold one Toyota vehicle to the Iranian 
embassy in New Delhi in breach of sanctions.

The EBRD is set to hit its lending limit with 
Kazakhstan’s sovereign wealth fund Samruk-
Kazyna. Reuters' own data showed EBRD’s 
investments in the fund are worth a total of 
€881mn plus a slice of a Eurobond.

Bilateral trade between the EU and Iran rose 
more than 75% y/y across Jan-Aug this year, 
Eurostat said. Crippling sanctions against Tehran 
were removed by the late 2015 nuclear deal and 
Europeans have been at the vanguard in reviving 
trade links with Iran. 

Azerbaijan, Russia and several Central Asian 
republics have abused Interpol's colour-coded 
notices for individuals to pursue government 
critics internationally, journalist Arzu Geybulla 
wrote for OpenDemocracy.net on October 23. The 
system - particularly the red notice - is the closest 
proxy to an international arrest warrant.

Moscow promised to refrain from increasing gas 
prices for Armenia until the end of 2018. Russia 
is the main energy supplier to the impoverished 
country in the South Caucasus, but Armenia has 
also begun importing natural gas from Iran in 
return for electricity exports.

Two Qatari nationals were detained at 
Kazakhstan's Almaty International Airport 
for trying to smuggle out 29 saker falcons, an 
endangered species. A saker falcon on the Central 
Asian black market fetches $10,000-$15,000. 
Persian Gulf states use falcons for hunting.

The Regions This Week

www.intellinews.com I Page 7October 27, 2017 



bne Chart

bne IntelliNews

Turkey’s business confidence sentiment 
deteriorated in October after rising in the 
previous two months, central bank data showed 
on October 25.

The confidence index declined from 111.6 in 
September to 109.5 in October. This year the 
index has fallen as low as 97.1 in January. After 
that it gradually increased to a yearly high of 
112.4 in June.

Seven of the business sentiment survey’s eight 
main sub-indices deteriorated in October 
compared to September’s readings. The sub-
indices measuring current orders, current 
production volume, the general business 
situation and the current level of stocks as well 
as export orders, production volume, total orders 
and employment for the next three months 
showed deterioration compared to September.

Only the sub-index for capital investments for 
the next three months pointed to improvement 
in October compared to the previous month.

In a separate statement on October 
25, the central bank also reported that 
the capacity utilisation rate (CUR) of Turkish 

manufacturing edged up from 79% in September 
to 79.7% in October, the highest level recorded 
since August 2008.

Additionally, Turkish statistics institute TUIK 
announced on October 25 that confidence in the 
construction industry recovered by 0.9% m/m in 
October after plunging 5.5% m/m in September 
while the sub-index measuring confidence in the 
retail industry dropped 1.9% m/m in the month 
following the 2.3% m/m decline recorded in the 
previous month.

TUIK data also showed that the services 
sector confidence sub-index, which declined  
2% m/m in September, declined by 2.2% m/m  
in October.

Turkey’s economy expanded at 5.1% y/y in the 
second quarter of 2017 after growing 5.2% in 
Q1 thanks to government stimulus measures 
including a weighty credit guarantee fund 
and tax cuts brought in for certain consumer 
durables.

However, there has been some doubt expressed 
by analysts as to the reliability of the official 
growth figures. 

Turkish business confidence deteriorates in October
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Babis faces struggle 
to assemble coalition 
despite runaway  
election win

Ano and ODS would have a majority of seats in 
the lower house. However, ODS, has refused to 
cooperate.

Babis is now exploring the options with alternative 
partners, including the far right Freedom and 
Direct Democracy (SPD) party. 

The move came as British conservative current af-
fairs magazine The Spectator reported that Czechia 
had become the 7/2 favourite to become the next 
country to leave the European Union after the UK, 
but analysts, mindful that Babis has pledged Ano 
will meet all parties entering parliament following 
the October 20-21 election, will not read too much 
into the meeting with the group, the at this stage. 
Indeed, he has previously ruled out having the SPD 
or the Communists in his cabinet.

Coalition talks are set to begin in earnest early 
next week after Zeman — who has called for a 
referendum on a Czexit from the European Union 
despite claiming he wants the country to remain 
in the European bloc — formally charges Babis 
with establishing a government. 

Ano won three times the votes of its nearest rival 
in the national poll, but 'anti-politician' Babis 
faces a daunting task in assembling a coalition 
given the fact that apart from his party eight 
parties will form the new parliament, with each 
having only a handful or a modest amount of MPs. 

Added to that difficulty is that Babis is being in-

Will Conroy in Prague

The runaway winner of the Czech general elec-
tion, the populist Ano party led by billionaire 
Andrej Babis, met with a far right anti-European 
Union, anti-immigration group on October 26 in  
a tortuous search for coalition partners that could 
help it form a government.

Babis’ path towards a satisfactory coalition 
arrangement looks mightily complicated. His 
anti-establishment Ano (“Action of Dissatisfied 
Citizens”) movement took 29.6% of the vote and 78 
of the 200 seats in the lower house of parliament 
in the weekend election, but the rest of the seats 
will be split between eight other parties.

After meeting with Czech President Milos Zeman 
at the presidential chateau in Lany on October 
23, Babis — who has been promised the position 
of prime minister by Zeman even though an EU 
subsidy fraud charge and unresolved claims 
that he was a Communist-era secret police 
agent in his native Slovakia are hanging over his 
head — told reporters that his government would 
preferably have as few parties as possible.

“A single-colour government is not realistic... 
Therefore we want to negotiate a coalition 
government,” he said, adding: “We of course 
prefer to have a stable partner in government for 
the whole term.”

Babis suggested that a link-up with the election 
runner-up, the centre-right Civic Democrat 
(ODS) party, would be logical given that together 
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Fears that move against “social dumping” 
of Eastern European workers may feed 
anti-EU feelings

12 hours of negotiations, they agreed to substan-
tially tighten rules on migrant workers. Marksova's 
warning also came following the runaway victory 
at the weekend of populist billionaire's eurosceptic 
Ano party in Czechia's general election.

“Any further steps taken from the EU level which 
would indicate disrespect to the central eastern 
European countries may very soon lead to an 

The Czech Republic’s employment minister has 
warned that attempts to excessively curb the freedom 
of workers from Eastern Europe to work in Western 
Europe would feed anti-EU sentiment in her country.

Michaela Marksova spoke out after on October 24 
EU ministers gathered in Luxembourg dealt with 
French concerns over “posted” cheap foreign labour 
described as “social dumping”. After a marathon 

bne IntelliNews

the eurozone at least for the next four years, may 
opt for a minority government. 

Ano won 78 seats in the election compared to the 
SPD's 22. Both parties also appealed to voters in 
the country of 10.6mn by saying that they would 
not accept immigrants under EU quota schemes, 
while Babis may agree to SPD's policy that a law 
should be introduced to allow referendums on 
matters such as EU membership. 

vestigated by the police for an alleged defrauding 
of the EU over a small and medium sized busi-
ness subsidy and the establishment parties are 
generally refusing to countenance working with 
him unless his innocence is established. 

It remains possible that Babis, who insists he is 
pro-EU membership but has picked up a lot of 
votes by warning Brussels against over-reach and 
promising voters that he will not take Czechia into 
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Central Europe

anti-EU atmosphere,” Marksova said. “We may 
be far closer to Czexit,” she added. There are 
worries that as prime minister Babis might ac-
cede to Czech President and fellow populist Milos 
Zeman's demand for a referendum on continued 
membership of the EU.

The concerns over social dumping raised in particular 
by France led to 18 months of politically tense talks. 
The proposal ministers agreed to back — although 
at the end of the meeting chaired by Estonian La-
bour Minister Jevgeni Ossinovski, Czechia, Poland 
and Hungary declined to support it — is a French-led 
initiative to impose a 12-month limit on the posting of 
workers sent by companies from low-wage countries 
to work in richer EU member states without the 
need to comply with all local labour laws. 

The original call was for a 24-month limit, but 
French President Emmanuel Macron refused to 
accept it. However, in a compromise ministers 
settled on 12 months and accepted that compa-
nies will have the option to extend postings by half 
a year. The principle of equal pay for equal work, 
meaning a migrant worker receives the same re-
muneration as offered to a local worker, will also 
be brought in by the changes. "Equal pay for equal 
work at same place is at heart of 'Social Europe'," 
the European Union's Commissioner for Social 
Affairs Marianne Thyssen wrote on Twitter after 
the ministers' meeting.
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Poland is the biggest 'exporter' of posted workers 
in the EU. It sends just under 500,000 a year. Polish 
Prime Minister Beata Szydlo has described Macro's 
push against so-called social dumping as “arrogant”. 

Only 0.7% of the EU’s labour force — under two 
million people — is in fact made up of posted 
workers. Not that this low share deters anti-EU 
populists in Western European member states 
from raising anxieties about the availability of 
cheap foreign workers and what that means for 
domestic job insecurity. The theme was heavily 
debated prior to the Brexit referendum.

Among compromises agreed by EU ministers is 
a move to temporarily exempt transport work-
ers, such as truck drivers, from the new rules. 
Companies, meanwhile, will be given a four-year 
transition period to adjust to the changes. The Eu-
ropean parliament will get a chance to debate the 
changes before any legislative moves are made.

The issue of posted workers was on Macron's 
agenda during his visit to Central Europe in Au-
gust, when he won the backing of now-outgoing 
Czech Prime Minister Bohuslav Sobotka and Slo-
vak PM Robert Fico for his drive to reform the EU.
Prior to the agreement made by the ministers, 
Hungarian Economy Minister Mihaly Varga esti-
mated that in the worst-case scenario Hungary 
would lose 15,000 jobs and 1pp of its GDP. 
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Ruling party officials 
indicate Serbia could 
be heading for early 
elections

Serbian political history has shown that losing 
power in Belgrade generally leads to losing power 
in the whole country. As an experienced politician 
who had been active in Serbian politics for more 
than two decades, Vucic knows this very well.

Vucic himself commented on the possibility of 
early elections on October 23, after rumours had 
already been swirling for a month.

“You will get elections if you want them. But, don’t 
whine afterwards that ‘Saint Peter’ is guilty because 
you lose them,” Vucic said in a comment directed at 
the opposition, which has been calling for elections. 

The issue was also discussed in the parliament  
on October 25, when parliament speaker Maja 
Gojkovic appeared to say that elections would  
take place.

“MPs who are waving in front of your eyes actually 
want elections. Elections is what they are going to 
get,” Gojkovic said on October 25, N1 reported.

This was confirmed by SNS MP Vladimir Orlic. “If 
you ask me for the date of early parliamentary 
elections, I do not have that information. But, hav-
ing in mind what the parliament looks like these 
days and unfortunately for a longer period of time, 
I think there is a reason to think in that direction,” 
Orlic told journalists, N1 reported on October 
25. However, he added that the party had not yet 
received instructions from Vucic to prepare for 
elections. 

Several members of the ruling Serbian Progres-
sive Party (SNS) including President Aleksandar 
Vucic have hinted in the last few days that the 
country could be heading for another round of 
early parliamentary elections. 

If a snap election is called, this would be the third 
early general election since 2012 when the SNS 
formed its first government. At this moment, the 
government is more than stable with comfortable 
support in the parliament, but upcoming regular 
elections in Belgrade bring uncertainty  
as to whether the ruling coalition would be  
able to ensure a new mandate in the capital.

This has given rise to intense speculation that the 
SNS could be planning to call a general election 
to coincide with the Belgrade local election. This 
would put the focus on national issues rather than 
allowing the opposition and media to hone in on 
local problems in the capital and failures by the 
SNS-led government in Belgrade. 

Recent demonstrations highlighted enduring 
anger over the secret midnight demolitions of 
parts of the Savamala district to make way for 
the Belgrade Waterfront development. Vucic has 
already announced that the highly unpopular 
Belgrade mayor, Sinisa Mali, will not continue in 
the position. He made the announcement after 
Mali’s ex-wife claimed that her former husband 
took part in the demolition. However, critics have 
also directed their ire at the government over the 
failure to bring those responsible to account. 

bne IntelliNews Parliament speaker Maja Gojkovic told MPs "Elections is what they are going to get".
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Southeast Europe

MEPs and Berlin squeeze 
Turkey’s financing on two 
fronts

given that Germany is Turkey’s largest economic 
partner by a long way. The two countries’ bilateral 
trade amounted to more than $36bn last year.

“Turkey is not respecting freedom of speech, 
freedom of expression, human rights and is 
drifting further away from European democratic 
standards. We cannot pretend we don’t see that,” 
centre-right MEP Siegfried Muresan, who led the 
budget discussions, told Reuters.

He added that the pre-accession funding cuts 
would affect only money earmarked for political 
reforms, not funds for infrastructure and farming.

“We asked the European Commission to make 
recommendations on changing and reducing the 
pre-accession aid in a responsible way,” German 
Chancellor Angela Merkel told reporters on 
October 19 after the first day of an EU summit.

She described the development of democratic 
values and the situation in Turkey as “very 
negative”.

Turkey appears to be facing two worrying 
squeezes on financing with MEPs having proposed 
on October 25 to cut Ankara’s EU pre-accession 
funds and Berlin reportedly working actively to 
cut funding from Germany’s state-owned KfW 
development bank, the European Investment Bank 
(EIB) and the European Bank for Reconstruction 
and Development (EBRD).

MEPs have recommended pre-accession 
monies for Turkey be reduced by €50mn with 
a further €30mn put in reserve in view “of the 
worrying deterioration of the situation as regards 
democracy, rule of law and human rights”, while, 
according to Bloomberg, those same concerns 
have led the German government to demand 
the financing institutions tighten their stance 
towards Turkey. The news service quoted officials 
as saying the three banks had imposed tighter 
restrictions, though not a formal freeze on 
funding, while some German commercial banks 
were reviewing their exposure to Turkey.

The situation will be watched closely by Ankara 

bne IntelliNews

The Belgrade election must take place by spring 2018, 
but there is speculation that a snap general elec-
tion could be called for as early as December, with 
December 24 mooted as a possible election date. 

If a general election is called, it is not expected 
to affect the political landscape in Serbia, where 

the weak and disunited opposition will help the 
SNS to win another four years in power, giving 
the party an extra two years on top of its current 
mandate. The opposition signally failed to unite 
behind a single candidate ahead of the April  
2017 presidential election, leaving the field  
clear for Vucic. 

Central office of German development bank KfW in Frankfurt.
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Turkey expected to receive €4.45bn from the EU 
in pre-accession funding in the 2014-2020 period, 
but so far both sides had signed deals worth 
€1.78bn, according to the minister.

The tensions between Ankara and Germany and 
Brussels can be seen as part of a wider rift involv-
ing Turkey and the West. Turkish and US officials 
are currently trying to resolve a diplomatic row 
that has seen the mutual suspension of non-
immigrant visa services. The spat broke out after 
a staff member of the US embassy in Ankara was 
arrested for alleged involvement with the Gulen-
ists that the Turkish government blames for the 
attempted coup that took place in July last year.

While relations with the West have frayed, Ankara 
has been growing closer to Moscow in the past 
year since the Turks and Russians settled their 
differences over the shooting down of a Russian 
fighter-bomber near the Turkish-Syrian border by 
the Turkish armed forces in late 2015. 

Despite Merkel's strong rhetoric, the German 
chancellor, however, did not call for an end to 
accession talks with Ankara.

The resolution adopted by MEPs read: “In view 
of the worrying deterioration of the situation 
as regards democracy, rule of law and human 
rights, decides to decrease the support for 
political reforms in Turkey; decides to put part 
of the remaining appropriations in reserve to 
be released when Turkey makes measurable 
improvements in the fields of rule of law, 
democracy, human rights and press freedom, with 
the aim of redirecting these funds to civil society 
actors for implementing measures supportive of 
these objectives.”

“They are talking about cutting or reducing pre-
accession aid to Turkey. That does not mean any-
thing. This is something which degrades the EU's 
credibility,” Turkey’s EU Minister Omer Celik told 
state-run news service Anadolu on October 25.
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to Ukraine's law on the legal status of foreigners 
and stateless persons, his status in Ukraine 
is "completely legal." "I am a person who has 
a permanent place of residence on Ukrainian 
territory," Interfax news agency quoted him as 
saying. "I use all the rights of a citizen, and I 
cannot be deported from Ukrainian territory."

On October 24, Lutsenko also accused Saakashvili 
and his supporters of plotting a coup in the 
country during a protest action near the nation's 
parliament, the Verkhovna Rada.

A week ago, a rally started near the parliament's 
building in downtown Kyiv. The rally's leaders 
called for the revocation of lawmakers' immunity 
from prosecution, the creation of an anti-corruption 
court and for changes to election legislation.

The rally was initiated by various groups in-
cluding the New Forces Movement headed by 
Saakashvili. Others involved were the Batkivsh-
chyna (Fatherland) party headed by former prime 
minister Yulia Tymoshenko, the Samopomich 
(Self-Reliance) party led by Andriy Sadovyi, mayor 
of the western Ukrainian city of Lviv, reformist 
lawmakers, former Donbas war veterans and far-
right nationalists. However, only Saakashvili,  
a couple of lawmakers and up to 150 of their  
supporters have remained near the parliament  
in a tent camp over the past few days.

"The right to peaceful protest does not mean prep-
aration for a violent coup undertaken by a small 
group of around 150-200 people who proclaimed 

Eastern Europe

Ukraine refuses to 
provide refugee status 
to Saakashvili, accusing 
him of plotting coup

bne IntelliNews

Ukraine's State Migration Service has refused to 
grant refugee status to Georgian president and ex-
governor of the Odesa region Mikheil Saakashvili, 
the agency said in a statement published on 
October 24.

The move was attributed to the fact that Saakash-
vili's request had been submitted "in violation"  
of the country's migration legislation, specifically, 
Ukraine’s law on refugees and individuals in need 
of supplementary or interim protection.

In July, Ukrainian President Petro Poroshenko 
stripped Saakashvili of his Ukrainian citizenship 
leaving him stateless. On September 10, 
Saakashvili and his supporters crossed the 
Polish-Ukrainian border despite having no valid 
passport.

According to Ukraine's law enforcement agencies, 
up to 13 policemen and nine border guards were 
injured during the incident. On September 11, 
Poroshenko said in a statement that those who 
"violate the state border" must face "an absolutely 
clear legal responsibility".

Meanwhile, Ukraine's Prosecutor General  
Yuriy Lutsenko told journalists on October 24 
that Saakashvili failed to challenge the State 
Migration Service's move in court, thus, "there 
are no special circumstances" that could prevent 
Saakashvili from being deported or extradited  
[to Georgia]".

Later, Saakashvili told journalists that according 

Georgian president and ex-governor of the Odesa region Mikheil Saakashvili has not 
been granted refugee status by Ukraine's State Migration Service
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Russian En+ valued at $7-$8.5bn ahead of IPO

Vedomosti daily said on October 23 that Deri-
paska's wife Polina Deripaska owns 6.9% in En+, 
while noting that the spouses have no legal mar-
riage contract. Another Russian metallurgy tycoon 
Vladimir Potanin has been embroiled in a painful 
asset split when divorcing Natalya Potanina.

En+ is a major energy player owning assets in 
metals and generation assets, including a 48% 
stake in one of the world's largest aluminium pro-
ducers – Hong Kong-listed Rusal.

It was also reported that oil trader Glencore plans 
to change the 8.75% it holds in aluminium pro-
ducer Rusal for GDRs of En+. This would mean 
that En+ would consolidate a stake in its anchor 
asset from 48.13% to 56.88%.

En+ estimated its adjusted Ebitda in the first half of 
2017 rose by 44% year-on-year to $1.5bn. Net debt of 
the company amounts to about $5bn, and the funds 
raised at the IPO would be used to refinance it. 

Russian energy and metals major En+ is valued 
at $7-$8.5bn ahead of the highly anticipated IPO 
in London, the company said at the London Stock 
Exchange on October 22.

En+ is expected to offer 15.8-18.8% in the offering at 
the price range of $14-17 per GDR. Previous reports 
claimed that the tycoon Oleg Deripaska seeks to raise 
$1-$1.5bn for his asset in the offering that could an-
chor such investors as China's CEFC and Qatar's QIA.

The roadshow and the book for the offering will be 
over by the end of November. It is not clear how 
the 95.65% stake of structures of Deripaska will 
change after the deal. 

Another 4.35% in En+ is held by Russia's second-
largest bank VTB Bank, but reportedly En+ told 
investors that VTB could sell its stake, Interfax 
said on October 23. The bank acquired the stake 
in 2011 for $500mn and could lose $150-200mn 
on the investment.

bne IntelliNews

themselves as the only righteous persons and are 
demanding that the state do only what they want," 
Interfax quoted Lutsenko as saying.

He added that Saakashvili and his supported 
"are being financed from abroad" and asked: 
"With whom is the financing connected? The 
investigation already has information and in due 
time I, with the permission of the investigator,  
will give evidence of financial support for these 
rallies," he added.

According to the chief prosecutor, automatic 
sawed-off weapons are being purchased 
and arms caches are being set up as part of 
preparations for the coup.

In particular, Georgian citizens had brought 
money to finance the protests in Ukraine on 
private planes, he said. "We also know that these 
funds were brought to Ukraine on private planes 
by Georgian citizens who had previously visited 
Western Europe." 
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Eurasia

Kazakhstan  
re-investigates death  
of prominent banker  
tied to former BTA chief 

based on Ablyazov’s claims that the whole case 
against him is politically motivated.

An extradition to Russia would mean the immedi-
ate surrendering of Ablyazov to Kazakhstan, he 
has claimed.

While in exile, Ablyazov has been a vocal critic of 
Kazakh President Nursultan Nazarbayev’s regime, 
claiming that the Kazakh authorities’ accusa-
tions were a vendetta against him for trangressing 
against Nazarbayev by breaking a code of trust 
between the Kazakh oligarchs. Prior to falling out 
of favour with Kazakhstan’s regime, Ablyazov briefly 
led an opposition movement against Nazarbayev in 
2002 before re-aligning himself with the regime.

Turning against Nazarbayev once again in Europe, 
Ablyazov earned himself a number of supporters, 
including human rights activists and Kazakh 
dissidents. His allies argue that the supposed 
diversion of money by Ablyazov, even if potentially 
true, only shows that he played by the rules of the 
Kazakh oligarchs and that he instead poses  
a threat to the regime due to the insider secrets 
he gained partaking in the kleptocracy.

Ablyazov himself, nontheless, is no stranger to con-
troversy - when he became the BTA bank’s chair-
man in 2004, it was only after the death of Tatishev, 
who was, at the time, the bank’s chief executive.

The case of Tatishev’s death was previously ruled 
to be an involuntary manslaughter and the man 
who killed him, Tokmadi, was freed afterwards 
until he was detained again in mid-2017 amid al-
legations that he led a racketeering group.

bne IntelliNews

Kazakh state prosecutors announced on October 
25 that they are restarting an investigation into 
the death of a prominent Kazakh banker, Yerzhan 
Tatishev. The decision comes after his killer, 
businessman Muratkhan Tokmadi, who had 
previously claimed he killed Tatishev by accident 
during a hunting trip, allegedly admitted he 
murdered the victim at Kazakh fugitive banker 
Mukhtar Ablyazov’s behest.

Ablyazov is a former head of BTA Bank and was 
accused by the Kazakh authorities of massive 
fraud. Kazakh sovereign wealth fund Samruk-
Kazyna took over BTA Bank in 2009 and subse-
quently accused Ablyazov and his subordinates of 
siphoning off $5bn from the lender.

An in-absentia trial sentenced Ablyazov on  
June 7 to 20 years in prison for crimes including 
the theft of pension assets and savings. An 
Almaty court convicted him of abusing office, 
organising and leading a criminal group, financial 
mismanagement and embezzlement. Ablyazov 
reportedly called the trial a farce. According to the 
charges, Ablyazov allegedly stole pension assets 
and personal savings as well as loans received 
from foreign financial institutions, causing 
damages estimated at $7.5bn.

Ablyazov initially fled Kazakhstan to the UK where 
he was granted political asylum. After a UK court 
issued an order to arrest him for contempt of 
court, he fled to France. In 2013, Ablyazov was 
arrested in France after 18 months in hiding. 
He was released from jail on December 9 last 
year after France's highest administrative court 
cancelled an order for his extradition to Russia, 

Muratkhan Tokmadi
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Iranian Deputy Minister for Communications 
and Information Technology Hossein Mehri has 
criticised application-based courier services for 
dealing with bootleg alcohol, Iran Labour News 
Agency reported on October 23.

Alcohol consumption and sales have been illegal 
in majority-Muslim Iran since the 1979 Islamic 
Revolution, with exceptions to the law granted 
to Christians, Jews and Zoroastrians, who are 
allowed to produce and consume locally made 
liquor.

According to Mehri, several app-based courier 
services are being used by illicit alcohol and drug 
dealers to send items to consumers disguised as 
other products.

He said the services went mostly unchecked by 
the authorities and many of the motorbike delivery 
drivers are not registered with the national cou-
rier association, making the situation worse.

Mehri further noted that many of the applications 
utilised are not licensed and are in fact illegal ac-
cording to current registration requirements.

In recent years, alcohol consumption and 
alcoholism rates have skyrocketed in Iran along 
with the consumption of drugs of all classes. 
Foreign-produced alcohol is often smuggled 
in from neighbouring countries, with the most 
common source being Iraqi Kurdistan.

The news of courier applications being used for 
ulterior motives comes on the back of recent 
reports in local Iranian media that a Snapp ride-
hailing driver raped a female passenger earlier  
in October.

Following that incident, the CEO of the firm, Shah-
ram Shahkar, published a statement, reading: 
“Passenger security is on top of Snapp’s agenda. 
In order to prevent the reoccurrence of such inci-
dents we are revising our recruitment system.” 

Iran clamps down on app courier firms 
carrying disguised alcohol

Tokmadi’s wife, Jamilya Aimbetova-Tokmadi, said 
on her Instagram page that her husband was tor-
tured while in detention and that she did not believe 
the Kazakh security services’ (KNB's) allegations 
and has been threatened by KNB for vocalising her 
opinion on matters. Furthermore, she alleged the 
KNB was attempting to force Tokmadi to “admit” he 
murdered Tatishev on behalf of Ablyazov. She main-
tained that a Youtube video from July 2017 featuring 
her husband’s relative Beken Imankaliyev, who ac-
cused Tokmadi of killing Tatishev, was disingenuous 
as Imankaliyev was likely pressured to record it.

The October 25 statement about the reopening of 
Tatishev’s case followed a television documentary 

aired on October 24, where Tokmadi professes that 
Tatishev’s death was a “hit job” ordered by Ablyazov.

Tokmadi is an owner of large glass manufacturing 
plants, including KazStroySteklo. Nazarbayev has 
previously granted government awards to Tokmadi’s 
company for high-quality work. State authorities 
held no claims against Tokmadi for the last 12 years.

The statement by the Kazakh prosecutors, how-
ever, did not tie Tokmadi to Ablyazov, but the 
exiled banker put out a Facebook post on October 
25 condemning the government for forcing the 
detained Kazakh businessman to testify falsely 
against him. 
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Weekly Lists

International North-
South Transport 
Corridor to be 
extended

The governments and railway entities of Iran, Azerbaijan, Belarus 
and Russia signed a memorandum to expand the International 
North-South Transport Corridor on October 21, Fars News Agency 
reported.

The International North-South Corridor (INSTC) is an envisaged 
7,200-kilometre multimodal transport network. Using major 
junctions including Chabahar, Tehran, Bandar Abbas, Bandar 
Anzali, Baku, Astrakhan and Moscow, the plans are to incorporate 
sea, rail and truck goods transit routes to connect  Iran, Central 
Asia, the South Caucasus and the Indian sub-continent.

Trade along the already-open railway corridor has increased by 
21.6% in the first nine months of the current Iranian year, according 
to a previous report by the news agency.

Russian gas major 
Novatek to build 
floating LNG platform 
in Kamchatka

EBRD considers €40mn 
sovereign loan to 
Montenegro for road 
upgrades

Russia's second-largest gas producer Novatek and the region of 
Kamchatka have signed a deal to build a floating liquefied natural 
gas (LNG) terminal, the company announced on October 23. 

The terminal will have capacity of 20mn tonnes of liquefied gas an-
nually. It will serve as a hub for Novatek's major $27bn Yamal LNG 
project, which is nearly completed despite the sanctions, and it will 
target the Asian-Pacific region.

Recently Novatek stepped up its LNG ambitions and is planning 
a $10bn Arctic-2 LNG plant upon the completion of Yamal LMG, 
using the gas fields on the Gydan peninsula as the resource base 
for liquefaction. The capacity will match that of Yamal LNG (16mn 
tonnes that could be revised upwards).

The European Bank for Reconstruction and Development (EBRD) 
said it is considering a €40mn sovereign loan to Montenegro for  
the upgrade of its main roads.

The project is part of a wider programme for the rehabilitation of 
12 main road sections, with total length of approximately 216.3 km, 
which will be parallel-financed with the European Investment Bank 
(EIB), the EBRD said in a procurement notice.

The €40mn loan from the EBRD should be used for the 
rehabilitation and upgrade of three road sections with combined 
length of 51.5 km. The money will be extended in three tranches.

bne: 
Infrastructure
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Swedish telco Telia  
to exit Uzbekistan  
by end-2017

Swedish telecoms company Telia intends to sell its businesses in 
Uzbekistan and other Central Asian countries by the end of 2017, 
Reuters reported on October 20, citing Telia CEO Johan Dennelind.

Telia announced in September 2015 its intention to withdraw from 
its Central Asian operations after it became entangled in an Uzbek 
bribery scandal. Telia, along with Russian VimpelCom (now VEON) 
and MTS, have been pursued by prosecutors for bribing entities 
connected to Gulnara Karimova, the now disgraced eldest daughter 
of late Uzbek President Islam Karimov, to win licences to operate 
3G and 4G services on the Uzbek mobile market.

The company agreed to pay US and Dutch authorities a global 
foreign bribery penalty amounting to $965mn to resolve charges 
related to hundreds of millions of dollars in bribes. 

Ukrainian court rules 
to return Ukrtelecom  
to state ownership

Russian mobile major 
MTS signs €400mn 5G 
deal with Ericsson

The Kyiv Economic Court has ruled in favour of cancelling the 2011 
sale-purchase agreement (SPA) of a 92.8% stake of Ukrtelecom, 
the country's largest fixed line operator and internet provider, 
according to the country’s State Property Fund (SPF).

The 92.8% stake in Ukrtelecom was purchased by a company 
named ESU for UAH10.575bn (€361mn), while the SCM Group of 
oligarch Rinat Akhmetov went on to become the owner of ESU.  
In April, a Kyiv court backed a petition of the Ukrainian Prosecutor 
General's Office (PGO) to arrest shares of Ukrtelecom and its 
subsidiary 3G/UMTS mobile operator TriMob, both controlled  
by SCM Group.

The court also ruled to fine Ukrtelecom's buyer $81.9mn for 
breaching investment commitments, according to the SPF.

MobileTelesystems (MTS) and Ericsson have signed a new €400mn 
modernisation deal for 2017-2020, the Russian telecom major said 
on October 23.

The deal seeks to bring 5G and Internet of Things (IoT) technology 
to the booming Russian mobile communication market. MTS plans 
to expand the technologies in all the major Russian districts. 

Since 2008 the partnership between MTS and Ericsson is estimated 
to have resulted in a turnover of EUR2bn.
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Turkish lender Yapi 
Kredi agrees to 
divest Russian unit to 
Expobank for €48mn

Turkish lender Yapi Kredi Bankasi announced on October 25 that 
it has signed an agreement to sell its Russian unit, Yapi Kredi 
Moscow, to Russia-based Expobank LLC.

Yapi Kredi is selling its 99.84% stake with a RUB478mn nominal 
value in its Russian unit for a consideration of RUB3.3bn (€48mn).

The transfer of shares will take place after the necessary legal 
approvals have been obtained, Yapi Kredi said in a filing with the 
Istanbul stock exchange.

Ranked as Turkey’s fourth largest private bank by assets, Yapi Kredi is 
a JV between local conglomerate Koc Holding and UniCredit. UniCredit 
and Koc Holding both hold 40.9% indirect stakes in the Turkish lender.

bne:Banker

Moldova’s largest bank 
MAIB to auction 41% 
of its own shares in 
December

 

EFSE lends €10mn to 
Halkbank in Serbia 
to support micro and 
small firms

 

Moldova Agroind Bank (MAIB), the country’s largest bank, 
announced a new attempt to sell the 41% stake confiscated  
last year by the monetary authority. 

The owners of the 41% shares were found by the monetary authority to 
be operating as two coordinated groups. The shareholders were initially 
invited to find buyers themselves, but as have deadlines expired the 
stakes will be put up for sale on the stock exchange on December 12-26.

Unless the shares are sold by the deadline, they will be cancelled 
and the bank’s capital reduced accordingly. But the central bank 
has repeatedly delayed the deadline, while revising the banking 
system legislation and hoping to bring in quality investors able to 
strengthen the confidence in the country’s banking system shaken 
by the $1bn fraud in the sector.

The European Fund for Southeast Europe (EFSE) announced on 
October 24 an investment in the Serbian subsidiary of Turkish 
Halkbank in the form of a €10mn senior loan that expands their 
partnership for financing micro and small enterprises (MSEs) in 
Serbia with medium and long-term financing.

MSEs are seen as an important segment for the Serbian economy 
going forward. The government is striving to motivate people who 
are losing their jobs in unsustainable state-owned companies to 
become small entrepreneurs and employ themselves.

“Halkbank … will now be able to further expand the fund’s outreach, 
focusing on MSEs in rural and less developed areas,” reads the 
October 24 statement.
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Mongolia’s government 
releases official price 
guidance for new 
$650mn bond offering

The government of Mongolia on October 26 officially launched a 
$650mn bond offering by releasing its price guidance. The five and 
a half year bond is expected to price at around 6.125%, as an-
nounced by joint bookrunners Credit Suisse, Deutsche Bank and 
J.P. Morgan.

The anticipated yield is roughly at the same level that the yields of 
Mongolia’s existing dollar bonds due in 2022 and 2024 are trading 
at. Mongolia’s government has also announced plans to buy back 
$500mn of its dollar and yuan-denominated bonds due in 2018, 
which means the country will have no major foreign debt maturities 
due until 2021.

The new bond issuance will come as welcome assistance to the 
country as Mongolia is recovering from its economic crisis in 2016 
caused by a commodity prices slump.

bne:Credit

Ukraine places $170mn 
in local two-year 
Eurobond

S&P affirms Poland 
at BBB+ with stable 
outlook

Ukraine’s finance ministry has issued $170mn local two-year US 
dollar-denominated bonds at an average yield of 5.40%, the minis-
try said in a statement on October 24.

The ministry accepted six out of seven total bids for $175mn, and 
scheduled the next placements of the two-year local Eurobonds for 
November 21 and December 19.

"While the nominal rate of the just-placed Eurobonds was com-
parable to the rates of two-year bonds placed in July (5.34%) and 
August (5.40%), this was the first time this year when the ministry’s 
rate at placement was above the international Eurobond curve (at 
a positive spread of 57 bps)," Alexander Paraschiy at Kyiv-based 
brokerage Concorde Capital wrote on October 25.

Standard and Poor's (S&P) has affirmed Poland at BBB+ with 
stable outlook. The rating, which was announced on October 20, 
draws upon the resilience of the Polish economy, although some 
uncertainties exist related to the persisting dovish monetary policy 
and accommodative fiscal stance that might expose Poland’s 
macroeconomics to risk, the ratings agency said.

S&P said that Poland now “boasts a strong external balance sheet, 
a nearly balanced current account deficit, competitive wage levels, 
as well as high-quality human capital”. Labour productivity growth has 
also been among the highest in the EU, until recently at least, S&P said.
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