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--************************************************************ 
Eurasia TOP STORY 
--************************************************************ 
1. Georgian Railway’s $1bn LSE listing postponed 
bne 
May 25, 2012  
 
The Georgian government has again postponed its planned IPO of Georgian Railway 
on the London Stock Exchange due to unstable conditions in international financial 
markets.  
 



Prime Minister Nika Gilauri said the listing, which was due to take place on May 24, 
had been put off due to the difficult situation in international markets, following 
consultations with bankers and investors. The listing will take place when with 
situation is more stable.  
 
“Unfortunately, the international market has worsened, so that they do not advise to 
do this yet, and accordingly we rescheduled the process,” Gilauri said in a statement.  
 
Tbilisi decided to go ahead with the listing of the state-owned railway monopoly 
earlier this year as the economic climate appeared to be positive. However, growing 
problems within the eurozone, in particular in Greece and Spain, have changed the 
situation for the worse.  
 
This follows the decision to cancel several offerings on international markets in 2011, 
which were also put on hold because of poor conditions in international markets.  
 
The Georgian Railway IPO had been hotly anticipated, and was expected to see the 
company list with a valuation of between $800m and $1bn.  
 
The company is the sole company operating all railway activities in Georgia, 
operating on a similar model to regional US rail companies. By contrast, in most 
European countries separate companies have been set up to handle areas such as 
network maintenance, freight and passenger transport. The rail company is also a 
key part of the rail transit route for the Caspian oil producing countries of Azerbaijan 
and Kazakhstan to deliver their oil to European markets.  
 
--************************************************************ 
2. Kazakhstan will keep the pace of uranium production growth - Kazatomprom head 
bne 
24 May, 2012 
 
Kazakhstan is not going to reduce uranium production despite the Fukushima 
disaster, said the president of state nuclear company Kazatomprom Vladimir 
Shkolnik during the international forum Astana Invest 2012. 
 
"We have two joint ventures with Japanese companies on production of rare metals. 
We work according to the plan, and we don't expect any changes [in production] 
yet", he said. 
 
"After the Fukushima disaster, the outlook for global uranium consumption was 
revised, however, Europe, Japan, and Russia confirmed their current mutual 
programs with Kazatomprom," said Shkolnik. "We have a portfolio with confirmed 
export projections for the next five years". 
 
Kazakhstan is the global leader in uranium production, accounting for 33% of world 
output. In 2011, the country produced more than 19,000 tones of uranium. 
According to Kazatomprom's prognosis, in 2012, output will exceed 21.000 tones.  
 
Commenting on Germany's decision to stop using nuclear energy, Shkolnik said that 
the country has chosen an expensive way to do so. "Whether Germany succeed will 
depend on many factors, but in the first place on country's economic capacities," said 
the head of Kazatomprom. 
 



--************************************************************ 
3. Prosperous Armenia turns down coalition place 
bne 
May 25, 2012  
 
Prosperous Armenia, the main partner of President Serzh Sargsyan’s Republican 
Party of Armenia (RPA) in the last government, has turned down a place in a new 
coalition government. This means the RPA will either rule alone or seek alternative 
partners as it forms a new government.  
 
A statement issued by Prosperous Armenia leader Gagik Tsarukian said that the 
party would not join the new coalition as the results of the May 6 parliamentary 
elections did not give the party “the constitutional capacity to form a government 
and implement its programs”, Asbarez Armenian News reported.  
 
“Because of this, I am officially declaring that the Prosperous Armenia Party does not 
find it expedient to participate in the formation of the coalition government,” 
Tsarukian’s statement said.  
 
The RPA, which is led by Armenian President Serzh Sargsyan, has been in 
discussions for several days over the formation of a new coalition government.  
 
However, the RPA increased its majority on May 6, taking 70 seats, just over half the 
seats in the 131-seat parliament. This means that the RPA no longer needs 
Prosperous Armenia, and despite exploring its options for a new coalition, the RPA 
could, if it wishes, form a government alone.  
 
The RPA is understood to still be in discussions with the Oriants Yerkir (Rule of Law) 
party, its smaller partner in the last government. In recent months the RPA has also 
sought to build bridges with the opposition, including former President Levon Ter-
Petrossian’s ANC opposition bloc.  
 
--************************************************************ 
4. Turkmenistan starts advertising for members of second party 
bne 
May 25, 2012  
 
Turkmenistan’s Association of Industrialists and Entrepreneurs has started forming 
the country’s second political party.  
 
The association has placed an advertisement in Rysgal newspaper calling for people 
to join the new party, RIA Novosti reports.  
 
Until now, Turkmenistan has been a single party state, with the country’s political life 
dominated by the Democratic Party.  
 
The Democratic Party, the successor to the Soviet-era Communist Party, was lead 
first by former President Saparmurat Niyazov, and was later taken over by 
incumbent President Gurbanguly Berdymukhamedov. 
 
Niyazov appeared happy with his situation as the Central Asian country’s supreme 
ruler, but since Niyazov’s death in 2006, Berdymukhamedov has sought to make 
Turkmenistan at least appear to be moving towards democracy.  



 
This is most likely to have been inspired by a fear of the wave of revolutions that 
spread across the Middle East in 2011 being repeated in authoritarian Turkmenistan.  
 
Legislation allowing rival political parties to be created was adopted at 
Berdymukhamedov's instigation in 2010, and following the February 2012 
presidential elections, plans to create two new parties were announced by the central 
government. Deputy Prime Minister Sapardurdy Toylyev announced on March 27 that 
an agrarian party and an enterpreneurs' party are being created. 
 
However, the Turkmen authorities have shown no signs that they plan to allow 
genuine opposition activity.  
 
 
--************************************************************ 
Eurasia Kazakhstan 
--************************************************************ 
5. Caspian Energy confirms spudding next well and announces tendering for re-entry 
of wells 302 & 303 
Visor Capital  
May 25, 2012  
 
Impact: NEUTRAL 
  
Facts/News. Caspian Energy yesterday posted an update on its operations in 
Western Kazakhstan. The Company reconfirmed spudding of well 315 on East 
Zhagabulak field on 9 May, which currently reached a depth of 680m, targeted to a 
total depth (TD) of 4,700m. The 308 appraisal well currently testing lower of three 
intervals at the depth of 4,668-4,500m, in the KT-II horizon with testing results 
expected shortly. The third appraisal well on the field, well 306, drilled to a depth of 
3,878m of 4,700m TD. Testing of an exploration well 316 on the West Zhagabulak 
(WZ) prospect is in progress with initial results expected in the near-term. 
  
Caspian also announced with its partner on the permit area they decided to re-enter 
the WZ wells 302 and 303 located on the southern edge of the West Zhagabulak 
structure. Both wells were initially drilled in 2006 and had oil shows, while did not 
identify commercial oil flow. The Company has opened a tender for the re-testing of 
the wells, was granted approval of testing by the local authorities, and is currently 
subject to receiving governmental approval. The Company expects to bring two 
additional service rigs to location by mid-July to test wells. 
  
Analysis. Whilst the Company is yet to announce results of initial testing of 308, 
update on the progress with drilling and decision to re-enter wells 302 and 303 can 
create further potential for increasing reserves/resources base on the block. 
  
Valuation/Conclusion. Following yesterday’s share price jump of 11.1%, we do not 
expect further significant share impact. Caspian is traded on US$1.6/bbl of P50 
risked resources, which is above its peers average multiple of $0.8/bbl. If new 
discovery confirmed we expect both reserves and resource base to enlarge for 
Caspian Energy. We maintain our BUY rating and TP of CAD0.27/sh. 
  
Zhanar Nazkhanova 
Dominic Lewenz 



 
--************************************************************ 
6. NCOC agrees to fund NC KMG's portion of Kashagan capex in 2012-2013 
Visor Capital  
May 25, 2012  
 
Next phase of the project has not yet approved, but some progress is seen now 
Impact: POSITIVE 
  
Facts/News. Ministry of oil and gas of Kazakhstan yesterday put out a press-release 
stating that the Government and North Caspian Operating Company (NCOC, operator 
of the Kashagan project) signed an agreement that settles certain issues for the 
project members. Under the agreement, NCOC will fund capex requirement of NC 
KazMunaiGas under the project in 2012-2013. NCOC also signed a long-term sales 
contract with KazTransGas for delivery of 83% of Kashagan's gas production for 
domestic market until 2041. Further both parties came to an agreement on “several” 
taxation and cost recovery issues, nothing being specified though as of yet. 
  
Analysis. Whilst a budget for the next development phase of the Kashagan project 
has not yet been agreed, we view the above stated agreements as step further 
towards completing this process. The agreement for funding capex requirement 
would significantly weaken investment pressure on NC KMG, in our view. 
  
Valuation/Conclusion. We believe announced agreement is currently in favour of the 
Government side, therefore would expect adequate response on the Phase II 
budgeting approval. Any progress in the Kashagan project negotiations is positive for 
the members of consortium and a sector in general. 
  
Zhanar Nazkhanova 
Dominic Lewenz 
 
--************************************************************ 
7. Nestle to expand in Kazakhstan  
bne 
May 25, 2012  
 
Nestle is planning to further expand in Kazakhstan after seeing sales increase 
rapidly, Stuart Irvine, CEO for Nestle Russia and Eurasia, told a press conference in 
Almaty.  
 
Across the Eurasia region, Nestle’s sales were up by 10% year-on-year in 2011, with 
a 20% increase recorded in Kazakhstan.  
 
Mark Pothast, general director of Nestle Eurasia, said that new product launches 
were planned for 2012, after the successful launch of several products in Kazakhstan 
in 2011, Gazeta.kz reported.  
  
"Last year we introduced new products to the market. They had met tastes and 
expectations of consumers and that strengthened our positions in key categories," 
Pothast said.  
 
 
 



--************************************************************ 
8. Prophecy Coal signs off-take contract for its Ulaan Ovoo thermal coal 
Visor Capital  
May 25, 2012  
 
Impact: NEUTRAL 
  
Facts/News. Yesterday Prophecy Coal announced that it signed an agreement with a 
local Mongolian direct reduced iron (DRI) manufacturing plant for sale of 22,100 
tonnes of thermal coal from Ulaan Ovoo mine. According to the Company, the 
Mongolian DRI plant anticipates to reach 300,000t in annual purchase volumes from 
Ulaan Ovoo. 
  
Analysis. The announcement is in line with the Company’s guidance and our forecast 
of 400kt sales in FY2012F. As such, we believe the news was largely anticipated by 
the market. 
  
Conclusion/Valuation. We do not expect any share price impact from the news. Since 
our last update on Prophecy with a SELL rating, the share price went down by 53% 
and reached CAD0.24/sh. We therefore, put Prophecy’s rating and TP under review. 
  
Anel Yermekova 
 
--************************************************************ 
9. Kazakhstan plans the revival of Silk route 
bne 
24 May, 2012  
  
Kazakh President Nursultan Nazarbayev called foreign investors to participate in the 
revival of the Silk Route to make Kazakhstan "the largest transit hub in the Central 
Asian region."  
 
"The implementation of this project will double the transit cargo traffic through 
Kazakhstan's territory by 2020," Nazarbayev said during the fifth Astana Economic 
forum. 
 
The project is also seen by Kazakhstan as a tourist attraction. Under the project, the 
government plans to build a tourist cluster along the 2,800 kilometre route.  
 
"Kazakhstan has a chance to become the tourist centre of Central Asia," commented 
Zoltan Donat, the head of Hungary's public transport division. "In developed 
countries the income from tourism amounts to 10% of GDP. In Kazakhstan it's only 
1%," he said. 
 
--************************************************************ 
10. Kazakh financial authorities believe in stability of tenge  
bne 
24 May, 2012 
 
Kazakhstan's financial authorities are confident that the rate of the national currency 
will remain stable. 
 



"The pressure on the tenge continues to weaken," Kazakhstan's Finance Minister 
Bolat Zhamishev stated on May 24 during the international forum "Astana Invest 
2012". "The rate of the tenge is stable. I don't expect either substantial lowering nor 
growing." 
 
The tenge has been very stable during the last three years, agreed the chairman of 
the National Bank of the Republic of Kazakhstan Grigory Marchenko. "If you look at 
some currency pairs, like euro/dollar or ruble/dollar, the rate fluctuations sometimes 
amounts to +/-20% or even +/-50%. At the same time, the fluctuations of tenge 
rate were kept within the range of +/-2%. So there is no reason to believe that 
something will happen to the national currency," Marchenko added. 
 
--************************************************************ 
On the website today 
--************************************************************ 
11. INTERVIEW: The lonely life of Turkish Cypriots 
Justin Vela in Lefkosa  
May 24, 2012 
 
The self-declared Turkish Republic of Northern Cyprus (TRNC) continues to face 
international isolation as the conflict that divided the island approaches its 60th 
anniversary. With peace negotiations in deep freeze and the Republic of Cyprus set 
to bask in the international limelight from the EU presidency, the TRNC is looking for 
ways to overcome the challenges of marginalization.  
 
"It's a critical time for the Cyprus problem, for the European Union as well," says 
TRNC Under Secretary Hasan Gungor. Sitting in an office that is part of the 
presidential compound in Lefkosa, the Turkish side of the divided city known to 
Greek Cypriots as Nicosia, Gungor met bne with his colleague, presidential 
spokesperson Osman Ertug. Both men have worked in politics long enough to have 
experienced first hand most of the diplomatic maneuvering and failed talks of the 
past decades.  
 
The two men are keen to stress the TRNC's positive developments of late. Adopting a 
strategy similar to Turkey's, its great benefactor and the only country that 
recognises it as a state, the TRNC is trying to improve relations with the Islamic 
world. As Turkey looks to eastern markets as its effort to join the EU stalls, the TRNC 
is also looking towards the Muslim world as peace negotiations with Greek Cypriots 
remain unmoved. Though they do not recognize the TRNC, Muslim states may be 
more willing to do business in northern Cyprus than European countries.  
 
http://www.bne.eu/storyf3607/INTERVIEW_The_lonely_life_of_Turkish_Cypriots  
 
--************************************************************ 
12. PERSPECTIVE: Facebook vs Ukraine 
Lucas Romriell of SP Advisors  
May 24, 2012 
 
From about 2006 to late 2007, I headed up the sales desk for one of Ukraine's 
biggest share placement agents for local companies. True, we never had any "real" 
IPOs. Mostly we did private placements for little companies from regional cities. The 
management of several of these companies were fascinated that we could get money 
for them and they did not have to pay it back. I distinctly remember the wide-eyed 



expression in the eyes of a doctor in charge of a small medical clinic as one of our 
banker's told him he could sell 20% of his company at a ridiculous valuation and 
then he could "just keep the money" - minus our fee of course.  
 
Most of us were very young. If I remember correctly, our CEO and founder was 
barely 30. Like most of our staff, I was in my late 20s and eager to make some 
money. I knew virtually nothing about stocks and markets. I could speak fluent 
English and wear an expensive suit and tie. That was my job. My poor grounding of 
the fundamentals of company valuations was almost an asset to my employer.  
 
We sold banks at 4x book value. We even once tried to sell one at a multiple of 6x. 
We sold overpriced real estate developers, a sugar company that would eventually 
specialise in stealing from itself to make up for managerial incompetence, a 
pharmaceutical company with no intention of ever putting the capital we raised to 
work, and - our crowning achievement - an electronics retailer at 100x projected 
earnings. What was that Facebook valuation again?  
 
http://www.bne.eu/storyf3624/PERSPECTIVE_Facebook_vs_Ukraine  
 
--************************************************************ 
13. Romania's new govt dreams of longevity 
Bogdan Preda in Bucharest  
May 24, 2012 
 
It would be foolish to think that the new Romanian government which took office in 
early May via a no-confidence vote that toppled the previous one is destined to 
survive after the November elections. Yet the new prime minister, Victor Ponta, who 
heads the former opposition party the Social Democrats which has established a 
political alliance with the National Liberal Party to create today's Social-Liberal Union, 
is already acting as though there will be no major power shifts for the next four plus 
years, and his government looks set to govern for years to come.  
 
The ruling coalition now behaves as if legislative elections slated for November in fact 
already took place at the end of April, when it managed to snatch enough votes in 
parliament to overthrow the 78-day-old cabinet of Mihai-Razvan Ungureanu, whom 
the then ruling Democratic Liberal Party had previously appointed in an image effort 
to improve their public image before November's elections. As nearly all surveys 
were showing in April that the governing coalition led by the Democratic Liberals had 
became wildly unpopular, Ponta and his allies took advantage of the fact that many 
MPs from that coalition feared they wouldn't be re-elected and promised them 
support in exchange for votes.  
 
However, the no-confidence vote that happened in parliament at the end of April, a 
pre-electoral bargaining episode, will not necessarily reflect the way Romanians will 
vote in November. For one thing, as Romanians are overwhelmingly disappointed 
with the performance of most governments in the past 20 years, the turnout will 
likely be lower than ever. Hence, the Social-Liberal alliance will most likely attempt 
to focus their electoral messages on those voters they know always show up: the 
retirees and the rural population. Indeed, there is no better choice.  
 
http://www.bne.eu/storyf3619/Romanias_new_govt_dreams_of_longevity  
 
 



--************************************************************ 
Eurasia Other Central Asia 
--************************************************************ 
14. Finance Ministries of CIS countries sign Memorandum of Understanding 
APA-Economics 
May 25, 2012  
 
The 5th Astana Economic Forum was held in Astana by the support of Kazakhstan 
Government and Eurasian Economic Club Of Scientists.  
 
According to Azerbaijani Ministry of Finance, the event devoted to “Challenges and 
development perspectives of world economy in Global Transformation Circumstance” 
and mainly most important topics, socio-economic development, as well Finance in 
Capital and global economy, globally sustainable development and social situation 
were discussed at the meeting. Azerbaijan was represented by the delegation led by 
Minister of Finance Samir Sharifov.  
 
Kazakh President Nursultan Nazarbayev, Turkish PM Recep Tayyip Erdogan, well-
known public and political figures, scientists and businessmen attended the opening 
of plenary meeting of the forum. 11 Nobel laureates, ex-primes ministers of Italy, 
Great Britain, Netherland Romano Prodi, Tony Blair, Wim Cock joined the event.  
 
Nazarbayev noted that, more than 8,000 representatives from 90 countries 
participated in the forum. He said that, Astana Economic Forum changed to dialogue 
place of economic processes, fionancial; crisis and other economic problems. He also 
noted that, it was difficult to solve the economic crisis in the discussions within G-20 
format. This needs wider platform. Turkish PM R. T. Erdogan, UN Deputy Secretary-
General on economic and Social Affair Francis Harry, German ex-president Horst 
Köhler, IMF representative Min Ju, Nobel laureate on Economy Robert Mandel and 
others made speeches.  
 
6th meeting of CIS Finance Ministerial Council was held within the Forum. Financial 
situation of member-states, financial-economic crisis, regular information exchange, 
development of world economy, financial risks in global non-stability background and 
other issues were discussed at the meeting.  
 
Besides, risks in eurozone, possible out of Greece from eurozone, influence of this 
process on world economy and CIS financial market and other issues were also 
discussed at the meeting.  
 
Ministries of finance have signed Memorandum of understanding covering 2012-
2013. 
 
--************************************************************ 
15. Tajikistan sells world’s cheapest beer - survey  
bne 
May 25, 2012  
 
Tajikistan sells the cheapest beer in the world, according to a survey printed in 
British newspaper the Daily Mail.  
 
In Tajikistan’s second city Khujend, a pint (or a half litre) of beer costs just 29p, with 
beer only slightly more expensive in the capital Dushanbe. Prices in Tajikistan even 



beat those in the poverty stricken nations of Burundi and North Korea, says the 
report carried out by pintprice.com.  
 
Self-declared beer pilgrim Stewart Hoehnke from Edinburgh told the Daily Mail he 
plans to visit Tajikistan to sample the local beers. “It is very rare on my travels that I 
pay more than £1 for a pint, but I've never been to Tajikistan - that's next on my list 
now I've found out it's just 29p-a-pint,” he told the newspaper.  
 
 
--************************************************************ 
Eurasia Caucasus 
--************************************************************ 
16. Azerbaijan increases defence spending by 38% 
APA 
May 25, 2012  
 
During first quarter, state budget income was fulfilled by AZN 3,487.8 mln or 98.5%, 
up 26% or AZN 719.4 mln. According to APA, the forecast was fulfilled by Ministry of 
Taxes by 112.7% and the Ministry transferred AZN 1,390.5 mln, up 229.6 mln or 
19.8% from year earlier. 
 
State Customs Committee fulfilled the forecast by 100.3% and transferred AZN 
251.7 mln, up 4.6% or AZN 11.1 mln from previous year.  
 
State Oil Fund transferred AZN 1,839.8 mln. 1 
 
The expenditures to Industry, construction and minerals made AZN 80.1% (AZN 
437.6 mln), to Economic activity – 58.3% (AZN 16.1 mln). Defence spending made 
AZN 152.2 mln (37.3%). Expenditures for Judicial Power, law-enforcement agencies 
and prosecutor’s office made AZN 38.2 mln (29%), social protection and social 
security – AZN 152.2 mln (37.3%) and Health expenditures – AZN 9 mln (12.3%). 
 
--************************************************************ 
17. Azerbaijan increases production of construction materials by 15% year-on-year 
APA-ECONOMICS 
May 25, 2012  
 
In January-April, 2012, industrial enterprise in construction materials sphere 
produced AZN 84.8 mln – output, up 14.9% compared to a year ago. 
 
State Statistical Committee says that 500.2 thousand tons of cement, 25.3 thousand 
tons of building plaster, 14.4 tons of ready-mixed concrete for tow, 254.2 cubic 
meters of team-building concrete structures, 76.7 tons of asphalt, 41.7 thousand 
cubic meters of brick was produced during this period, compared to a year ago. 
 
As of May 1, 2012, AZN 9.4 mln - stock of finished goods was at the warehouses of 
enterprises. 
 
 
 
 
 
 



--************************************************************ 
18. Azerbaijan-based banks increase assets by 16% year-on-year 
APA-ECONOMICS 
May 25, 2012  
 
As of April 1, 2012, Azerbaijan-based banks’ assets stood at AZN 14,685.90 mln. 
 
The assets rose AZN 2.054 bln or 16.3% compared with a year earlier, AZN 350.2 
mln or 2.4% in March. 
 
The loan given to customers made AZN 9,118.4 mln (share 62.1%), correspondent 
accounts was AZN 1,635.3 mln (11.1%), investments – AZN 1,283.7 mln (8.7%), 
cash – AZN 616.1 mln (4.2%), loan and deposits given to financial sector – AZN 
578.2 mln (3.9%), other assets – AZN 1,454.3 mln (9.9%). 
 
85.3% of commercial banks’ passives were liabilities. The liabilities made AZN 
12,522 mln. Of this, AZN 7,032.5 mln was deposit, AZN 4,554.2 mln loans and 
deposits from financial sector, AZN 935.3 mln – other liabilities. 
 
Total capital made AZN 2,163.9 mln 
 
 

 
 
 
 
 
 
 
 
 
 



--************************************************************ 
19. Azeri police arrest Eurovision protesters 
bne 
May 25, 2012  
 
The Azerbaijani police detained tens of protestors at an opposition rally on May 24.  
 
The protest took place outside the public television station offices in Baku, which is 
broadcasting the Eurovision song contest currently taking place in the Azerbaijani 
capital.  
 
According to a statement for the Public Chamber opposition alliance, between 30 and 
35 people were detained by police. Some have since been released but others 
remain in police custody.  
 
Demonstrators called for freedom of speech and the release of political prisoners, 
including those arrested at previous rallies.  
 
Opposition activists in Azerbaijan have used the publicity surrounding the Eurovision 
song contest to highlight problems within the country.  
 
There have been a series of demonstrations - until recently a rare occurrence in the 
South Caucasian country - in the months leading up to the contest, and more action 
is expected as the final approaches on May 26.  
 
--************************************************************ 
¶¶¶ 20. Banks’ foreign liabilities increase in Azerbaijan 
APA-ECONOMICS 
May 25, 2012  
 
As of April 1, 2012, Azerbaijan-based commercial banks’ foreign liabilities stood at 
AZN 2,531.4 mln by rising AZN 0.2 mln or 0.01%, said the Central Bank of 
Azerbaijan. 
 
CBA says the foreign liabilities increased by AZN 62.4 mln or 2.5% in February, 
2012. 
 
 

 
 


