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Top story

1. Globaltrans is acquiring 100%  
of MMK-trans for $335m
VTB Capital

News: Globaltrans is acquiring 100% of MMK-trans for USD 
335mn (USD 225mn equity and USD 110mn debt).

Our View: Compared to the Metalloinvesttrans deal, it looks 
expensive; however, we believe this is justifiable, given aggressive 
bidding by other players and the chance to get a volumes 
contract. While this brings positivity to the story, the news has 
already played out: Kommersant reported the deal last Friday. With 
a fragile rail market environment, the risks to our current 
forecasts are on the downside: we therefore reiterate our Hold.?

The MMK-trans fleet is 3,558 railcars, 70% of which are (10 years) 
gondolas. The acquired flat cars have an average depreciation of 
68%. Globaltrans has signed a five-year contract with MMK Group, 
which would cover at least 70% of the group’s requirements. In 
2012, 70% means 17mnt – an important achievement considering 
the increasingly competitive market. 12,000 railcars will be 
required to execute this volume. Pricing looks reasonable. Tariffs 
will be adjusted quarterly to market levels between years two 

and five. For the first year, tariffs will be fixed at the current 
market level with indexation. Indexation looks like a bright spot 
given current downbeat tariff expectations. The conference call 
did not clarify how the stated 'current market level' compares 
to 1H12.?We estimate the fleet’s DRC at USD 150mn, meaning 
USD 185mn was paid for the embedded contract. It prices in 
the USD 15,400/required railcar vs. USD 7,300 for the contract 
with Metalloinvest (requires some 23,000 railcars). The premium 
partially reflects the longer, five year contract with MMK 
(Metalloinvest: three years), but still, 110% looks hefty.?Given 
40% of MMK-trans’ 9mo12 EBITDA of USD 56mn came from 
third parties, an EV/EBITDA calculation would be misleading. If 
Globaltrans had executed 70% of MMK-Trans volumes in 2012 
already, it would have recorded EBITDA of USD 140 mn, we 
estimate, giving an implied 2012 EV/EBITDA of 5.9x vs. 6.0x for 
Globaltrans and 3.9x for Ferrotrans.  

Elena Sakhnova 
Olga Doronina
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2. Government to set up firm to manage 
Moscow airports by July 2013

The Russian government will create a management company for 
the Moscow aviation hub - including Sheremetyevo and Vnukovo 
international airports - by July 2013, presidential administration 
head Sergei Ivanov said.

"The company will comprise airports and terminals where the 
government holds stakes," Ivanov said, cited by Prime.

The company will improve competition between airlines, 
which could result in reduced prices for tickets. "This has 

bne

already happened to an extent. Prices have gone down as the 
Transportation Ministry has allowed several airlines to operate  
on a route that was previously monopolized," Ivanov said.

A new system of managing the Moscow aviation hub will be 
created by 2014 to increase passenger capacity. Under the 
project, a third runway will be built at Sheremetyevo, and a  
second runway will be reconstructed at Moscow's Domodedovo 
airport, by 2016.  

3. Investment in Vnukovo Airport 
terminal A totals RUB44bn

4. Russian ministry calls for investing 
wealth funds for new roads

Investments into the construction of terminal A at Moscow's 
Vnukovo Airport amounted to RUB44bn, Sergei Ivanov, head of 
presidential the administration, said, Prime reported.

With the launch of the 270-square-meter terminal, whose 

Russia's Economic Development Ministry has called to invest 
funds of the National Wealth Fund, which is meant to secure the 
country's pension system, on the construction of roads in 2013 in 
the first place, Minister Andrei Belousov said, Prime reported.

Earlier, Vladimir Putin ordered the Finance Ministry to invest 
RUB100bn from the fund into infrastructure securities starting 
from 2013.

bne

bne

construction started in 2006, the airport's capacity will amount  
to 30m people per year.

In 2011, the airport's passenger traffic fell 13% to 8.2m people,  
it said earlier.  

"In the first place, automobile roads are the bottle neck," 
Belousov said.

The combined volume of the Reserve Fund, designed to protect 
the budget against a fall in oil prices, and the National Wealth 
Fund will account for 9% of the gross domestic product in 2012, 
Putin said.  
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Russia infrastructure news
5. Aeroexpress seeks subsidies 
for Vladivostok, Sochi trains

bne 

Russian railway operator Aeroexpress has asked regional 
authorities for subsidies for express trains running between Sochi, 
Vladivostok and local airports due to losses, CEO Alexei Krivoruchko 
said, cited by Prime.

"Regions should be interested. It may be a subsidy from a regional 
budget, or we may apply to federal authorities jointly with a region," 
Krivoruchko said.

He said that the loss for the Vladivostok project amounts to 
RUB100m annually, and to RUB150m for the Sochi trains.

According to Krivoruchko, the company does not rule out that it 
may leave the regions if gets no support.

6. Transport infrastructure 
projects to complete EU's core 
network

European Parliament

A map and guidelines for developing the Transeuropean Transport 
Networks (TEN-T) in 2014-2020 were amended by the Transport 
and Tourism Committee on Tuesday. Mature national infrastructure 
projects in the core network will have to compete for funding from 
the new "Connecting Europe facility" (CEF).

TEN-T funding should help primarily to build or upgrade cross-
border sections and missing links so as to remove remaining 
bottlenecks in the core network by 2030, MEPs say. The new 
instrument should also link remote or insular regions into the EU 
network and help create modern, multimodal nodes and plate-
forms in airports, inland and maritime ports.

Multimodal corridors
After adding a few qualifying infrastructure projects to the core 
network, the Transport Committee approved the map of ten 
corridors, initially drafted by the Commission together with 
member states. Each corridor must be overseen by an EU 
coordinator, say MEPs, and all private, national, regional or local 
partners should be involved at an early planning stage to avoid 
future construction delays.

Primary instrument for EU integration and economic growth
"This is the project of the European transport policy", said 
rapporteur Georgios Koumoutsakos (EPP, EL) after the vote, "as 

it will benefit every single European citizen, be it for trade, work, 
tourism or environmental reasons. This project will enable us to 
turn a patchwork of national transport networks into an integrated 
EU network by 2030", he added.
 
However,,"Heads of state could decide otherwise during the 
multiannual financial framework (MFF) negotiations", warned Inés 
Ayala Sender (S&D, ES), co-rapporteur with Dominique Riquet 
(EPP, FR) on the CEF regulation.

 "The CEF must not become the adjusting variable of the MFF 
negotiations", said Mr Riquet. "It will be the primary instrument for 
further integration, creating jobs and contributing to growth and to 
environmental objectives at the same time".

Member states must respect the Commission's ?31.7 billion initial 
budget proposal if they are to take full advantage of the leverage 
effect of EU funding, stressed co-rapporteur Ismail Ertug (S&D, 
DE). "Otherwise, their own projects will be left unfunded".

7. ‘Pilot Error’ Caused SSJ 
Indonesia Crash - Report

RIA Novosti  

Russia and Indonesia agree that pilot error was to blame for the 
Sukhoi Superjet 100 (SSJ100) crash that killed all 45 people on 
board when the plane slammed into the face of a West Java volcano 
in May, a senior Russian government official said on Tuesday.

“We have no disagreements,” Deputy Industry and Trade Minister 
Yury Slyusar said at a news conference hosted by RIA Novosti, 
referring to a report on the crash released by Indonesia’s National 
Committee for Transportation Safety (KNKT).

Another factor in the crash was the limited capability of the radars 
at the Indonesian airport, he added.

“The radars did not have a Minimum Safe Altitude Warning (MSAW) 
system,” he said.

KNKT chief Tatang Kurniadi said there were no technical problems 
with the plane. He said the Russian crew's lack of familiarity with 
the mountains in the area and the lack of a minimum safe altitude 
warning system resulted in the crash into Mount Salak on May 9, 
Jakarta Globe reported.

The pilot allegedly failed to react to six warnings from the plane's 
terrain awareness and warning systems (TAWS), which alerts the 
crew to potential terrain dangers.

“The plane crew was not aware of the mountainous terrain on the 
flight path due to several factors. This meant they neglected the 
warning signals of the plane's Terrain Awareness Warning System 
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[TAWS],” Tatang said, adding that a potential buyer present in the 
cockpit at the time may have distracted the pilot.

The pilot failed to comply with minimum altitudes approved in 
instrument flight rules (IFR) for the flight and with minimum safe 
altitude (MSA) for air traffic control at Halim Perdanakusuma 
Airport in East Jakarta, the place where the Superjet took off.

Investigators said the minimum off-route altitudes approved in IFR 
was 13,200 feet, but the plane was flying at 10,000 feet.

The SSJ100 crashed during a demonstration flight with 37 
passengers, including local airline executives, and eight Russian 
crew members on board.

Russia trains
8. Moscow metro passenger 
traffic rises 3.7% on year in 
January-November

bne 

Passenger traffic of the Moscow metro rose 3.7% on the year to 2.159 
billion people in January-November, the metro's Director Ivan Besedin 
said, according to Prime.

Over the reported period, the metro transported the largest number of 
passengers on November 29, more than 9.279m people.

The number of passengers paying a full fare increased 12.7% on the 
year in January-November and 20% over the past two years.

No absolute figures were provided.

"The growth has enabled us to improve our financial position and 
makes it possible for us to close the year with good financial results 
without raising tariffs," Besedin said.

9. TransContainer 9mo12 IFRS 
results close to expectations 

VTB Capital

News: TransContainer’s 9mo12 IFRS results were close to 
expectations, printing USD 623mn revenue (on par with forecasts), USD 
265mn EBITDA (3% above) and USD 134mn net income (5% lower). 

Our View: TransContainer proved once again to be an efficient rail-
based container operator, but its 9mo12 IFRS results were unlikely to 
surprise the market (Figure 1). After this year’s stellar performance 

on strong fundamentals and the accumulation of shares by FESCO 
and Summa, we now see no tail wind for the stock. The story is still 
all about privatisation, on which the conference call shed no light. 
Furthermore, TransContainer expects the container market to slow 
to high single digit growth in 2013 vs. the 10.5% foreseen this year, 
which we view as reasonable given the expected economic slowdown 
and growth easing (to 8.2% YoY) in November.?We have embedded 
TransContainer’s strong profitability into our DCF-based model 
and rolled out our valuation date. On the down side, with the earlier 
reported intention of FESCO and Summa to accumulate a blocking 
stake in the company, we estimate that the free-float has shrunk to 9% 
at best. This has worsened liquidity to ADTV of below USD 1 mn, which 
has forced us to adjust the liquidity premium and increase WACC to 
15.5% from 14.1%. Together, these factors have pushed the 12-month 
Target Price 20% higher to USD 15.0/GDR, which is only 3% above the 
current price and we are therefore downgrading the stock to Hold. 

Elena Sakhnova 
Olga Doronina

10. TransContainer buys 360 
flatcars for RUB751m in October-
November

bne 

Russian railroad container carrier TransContainer bought 360 flatcars 
for RUB751m in October-November, the company said.

TransContainer purchased 160 flatcars for RUB366m from Metallurg 
Holding, and 200 flatcars for RUB385m from Spetskompany.

The company also bought 1,044 large-capacity containers in this period 
from Yang Zhou Runyang Logistic Equipment Co ltd for RUB200m.
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Russia planes
11. Aeroflot targets increasing 
passenger traffic by 23% in 2013

Alfa Bank

Yesterday Aeroflot’s Board of Directors approved the company’s 
budget for 2013. The guidance was made on a consolidated basis for 
the first time in the company’s history. Previously Aeroflot had always 
discussed only its standalone numbers.

In 2013 Aeroflot Group plans to increase passenger traffic by 23% y/y 
to 92.3bn pkm and the number of passengers by 19% to 33m. The 
company expects the top line to reach $9.56bn, with $8.5bn in traffic 
revenue. Both the top line and operating numbers are on average 
10% above our expectations. The top line is also 10% above the 
Bloomberg consensus and looks quite ambitious to us.

Aeroflot also approved the creation of Far East Airlines 
(Dalnevostochnaya Aviakompaniya) on the basis of one of its 
subsidiaries, Sakhalin Airlines. However, the success of this 
new enterprise is subject to government support for regional air 
transportation, according to Aeroflot’s press release.

We view the news as POSITIVE for Aeroflot, as it shows the 
confidence of the company’s management in Russia’s air passenger 
market next year. At the same time, this is an important step 
because the company is improving its disclosure policy. We do not yet 
plan to upgrade our forecasts.

Vladimir Dorogov, CFA 
Andrei Nikitin

12. Sheremetyevo sees 
passenger traffic rising 15% 
in 2012

bne 

Moscow's Sheremetyevo airport expects its passenger traffic to rise 
15.3% to 26m passengers in 2012, the operator said.

The traffic rose 17% on the year to 24.294m passengers in January-
November.

The airport provided services to 16.013m international passengers, 
up 19.2%, and to 8.281m local passengers, up 12.1%.

In November, the traffic rose 13% to 1.968m persons.

13. UTair to sell 85.57% stake 
in Irkutsk Region's airport

bne 

The board of directors of Russian air carrier UTair has decided to 
fully sell its 85.57% stake in Ust-Kut Airport in the Irkutsk Region, 
the airline said in.

The board also approved the main priorities of UTair Group's 
development through 2014.

14. Utair mulling creation 
of Kazakh subsidiary

bne 

UTair Group is mulling the possibility of creating a subsidiary in 
Kazakhstan, the airline's general director, Andrei Martirosov, said, 
Interfax-Ukraine reported.

"We are looking at Kazakhstan with interest. Possibly someone else," 
he said.

Martirosov added that UTair has already created a subsidiary, UTair-
Ukraine, which flies between Ukraine, Russia, and CIS countries on 
regional aircraft.

Furthermore, he added that the company is now deciding on a 
second base airport.

"We're now in the selection phase, choosing between Irkutsk and 
Krasnoyarsk. We will decide in a year," he said, adding that the hub 
model is suitable for Russia.

"This is the European and American experience of big companies, 
but, so far, we won't feed more than two hubs. We're looking at the 
geography of flights. It's very important for the skies to be open, as 
in Vladivostok, so that we're not limited by commercial regulations," 
Martirosov said.
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Russia ships
15. EuroChem may invest RUB1bn 
in Murmansk port

bne 

Russia's largest mineral fertilizer maker EuroChem may invest 
up to RUB1bn into the development of Murmansk Commercial 
Seaport (MCS), business daily Kommersant reported.

A source familiar with the situation told the newspaper that 
EuroChem plans to increase the volume of the port's handling 
capacities by 1m tonnes from the current 5m tonnes of fertilizers 
and iron ore concentrate. The volume of investments will reach 
from RUB500m to RUB1bn, the source said.

On Monday, the Federal Antimonopoly Service (FAS) cleared 
EuroChem to acquire a 49.99% voting stake in the port. The 
fertilizer maker said that the status of MCS' shareholder 
guarantees the growing cargo traffic transshipments.

EuroChem also said that it will not buy a stake from Siberia Coal 
and Energy Company (SUEK), which confirmed that it has no 
intention to withdraw from the port's capital. In February, SUEK 
announced a purchase of a 24.91% voting stake in the port.

16. Global Ports approves high 
special dividend 

VTB Capital

News: Global Ports has approved its 2013 capex and a special 
dividend. Total planned capex is USD 139mn, including USD 
120mn for ports (predominantly for PLP expansion) and USD 
18mn for the Vopak EOS oil products terminal (primarily 
investments related to railway logistics services and further 
improvement of the interconnectivity of terminal facilities).?Given 
the company’s low leverage, it has decided to pay a special 
dividend of USD 79.9 mn or USD 0.51/GDR. The decision is still 
to be approved at an EGM, with payment expected by the end of 
February. Moreover, considering the targeted gearing ratio of 1.5-
2.0x net debt/EBITDA, the company envisages further enhanced 
dividend payments in the next 12 to 18 months, subject to market 
developments and the external growth opportunities that may 
arise.

Our View: Capex is in line with earlier outlays (e.g. USD 132 
mn during 2011) and was not a surprise. But we welcome the 
high dividends, as together with the previous interim dividend 
for 1H12 of USD 0.30/GDR, this results in USD 0.81/GDR, or a 6% 
dividend yield. The company normally pays interim dividends twice 
a year, which means that after the FY12 results, it might pay an 
additional amount (or even another special dividend), pushing the 

yield even higher. So far, the total dividend is more than double 
that in 2011 (USD 0.39), and the payout ratio far exceeds the 
dividend policy’s approved floor of 30%, reaching 65% for 1H12 
and 42% in FY11. Due to extremely low leverage (close to zero 
debt load) and given the target net debt/EBITDA ratio of 1.5-
2.0x,  the company might boost dividends, as stated in the press 
release, which would be supportive for the stock, in our view.

Elena Sakhnova 
Olga Doronina

17. NCSP’s cargo turnover 
increases 2.7% y/y in 11M12

Alfa Bank

NCSP published its November operating results yesterday. Total 
monthly cargo turnover dropped 6.5% y/y to 12.4mt, which is 
slightly below our forecasted 12.7mt. In 11M12, cargo turnover 
increased 2.7% y/y, which was below the overall market growth of 
6.0% y/y for the same period. Net of the grain group, total cargo 
turnover increased 0.7% y/y.

Strong growth was seen in petroleum products, owing mainly to 
a low base effect: monthly volumes doubled y/y to 1.9mt, while oil 
volumes decreased 18% y/y. The bulk segment’s performance was 
in line with expectations, with grain monthly volumes amounting 
to 0.55mt, down 33% y/y. Nevertheless, grain continued to grow at 
a high rate of 58.6% y/y for 11M12. General cargo segment growth 
remained healthy at 19% y/y, supported by 23.8% y/y growth in 
ferrous metals handling. The container segment posted strong 
numbers in November (measured in tonnes), being up 17% m/m 
and 8% y/y driven by strong operations in Novorossiysk. However, 
for 11M12 performance remains muted at 4.4% above last year.

We view the numbers to be overall NEUTRAL for NCSP, as they 
are generally in line with our forecasts.

Vladimir Dorogov, CFA 
Andrei Nikitin

18. Russian Ports-Prefer NCSP 
on Likely Catalysts 

Alfa Bank 

We prefer NCSP shares among the two traded Russian port 
holdings and reiterate our O/W recommendation for the stock, 
lowering our TP by 5.8% to $10.56/GDR on revised estimates. We 
expect NCSP to benefit from the forthcoming liberalization of port 
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tariffs and potential privatization. Moreover, the stock trades at 
a sizable discount to international peers on EV/EBITDA and P/E 
multiples, underscoring the 53% upside potential. Global Ports 
lacks short-term catalysts and is currently fairly valued, in our 
view, and we therefore maintain our E/W rating for the stock, 
while lowering our TP by 7% to $15.98/GDR on forecast changes.

Market growth to moderate: We expect cargo handling at Russia’s 
ports to increase 5.9% y/y in 2012E, driven mainly by foreign demand 
for basic Russian commodities such as crude oil, petroleum 
products and coal. Total volumes are also supported by new port 
facilities being launched in Russia that are capturing transit volumes 
that were previously handled at neighboring countries, such as 
Ukraine and Estonia. In 2013E, we expect growth to moderate at 
3.0% y/y, pressured by a drop in grain volumes due to a lower grain 
harvest this year and slower growth in coal exports.

The liberalization of port tariffs is likely to be a key event in 2013. 
This liberalization has been discussed for quite some time; the 
Russian government intends to expand the pilot deregulation 
project, which has been undertaken at St Petersburg Port since 
2010, to other ports. The government has finally recognized that 
ports seldom act as pure monopolies, as they face competition 
with each other and with ports from neighboring countries. 
Therefore, liberalization (allowing ports rather than the state to 
set prices) would enable port authorities to be more flexible and 
rapidly react to changing supply and demand conditions, offering 
more value for cargo owners.

Stock picks: We remain O/W NCSP as we expect the company 
to benefit from the planned liberalization of port tariffs and 
ongoing operational improvement. Moreover, we expect the 
government to finally decide on the privatization of its 20% stake 

in NCSP in 1H13, which would potentially unlock the company’s 
value. Although we like Global Ports’ investment case, which is 
supported by the arrival of global leader APM Terminals as a new 
shareholder, we reiterate our E/W rating, as the stock trades 
close to its fair value, while the company’s petroleum product 
terminal VEOS in Estonia continues losing cargo volumes, which 
limits the company’s top line growth.

Valuation: NCSP currently looks more attractive than Global Ports 
based on comparative valuation, trading at 40-60% discounts to 
EM peers on 2013E EV/EBITDA and P/E, vs. 10-20% for Global 
Ports, which is above its historical average levels.

Risks: Key risks include deceleration of the global and Russian 
economies, exchange rate volatility, a weakening of domestic 
consumption and growing competition with other port facilities.

CIS infrastructure
19. Airport Kyiv posts 79.2% rise 
in passenger flow in 11 months

bne 

The Kyiv International Airport (Zhuliany) in January-November 2012 
increased passenger flow by 79.2% year-over-year, to 767,100, the 
airport said.

The number of passengers on international flights over the period 
rose by 54.6%, to 525,700, and on domestic flights it soared by 2.7 
times, to 241,400.

In November 2012 the airport boosted passenger flow by 2.5 
times year-over-year, to 84,200, including a rise of 53.3%  
on international flights, to 53,000 and a rise of 11 times on  
domestic flights, 31,200.
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CE infrastructure
20. CEZ puts troubled Albanian 
unit on the block 

bne

With the regulator due to rule on a request by Tirana to revoke 
its licence, Czech power giant CEZ said on December 17 that it is 
putting its troubled Albanian subsidiary up for sale. 

With tension ratcheting higher in Albania following over a year 
of arguments, the power company said in a statement: "CEZ 
has initiated a process to sell its Albanian distribution business. 
Potential buyers may express interest during January, and a 
decision on the subsequent steps will be made afterwards." 

However, according to CTK, CEZ spokeswoman Barbora Pulpanova 
added that the company will decide on a further course of action 
only when potential buyers show their interest. The group is also 
still in talks with the Albanian side about how to solve the situation, 
she stressed. 

The announcement came in the wake of comments from Eduard Elezi, 
a lawyer at Albanian power regulator ERE, who, according to Reuters, 
said the board is set to meet after December 20 to rule on the 
government's application to revoke CEZ's licence to operate the grid. 

Tirana made that bid as relations hit a new low last month, and CEZ 
cut off several of the country's water companies for non-payment. 
The authorities forced the company to hook them back up, and said 
it would seek to have the licence revoked. CEZ promptly threatened 
to sell the loss making unit, since when, the pair appeared to 
retreat to cool off. 

However, with the marriage having been troubled since day one, 
when CEZ bought out the national distributor in 2009, reconciliation 
seems unlikely. Ever since the Czech power company bought out 
a 76% stake in what is now called CEZ Shperndarje, it has been at 
loggerheads with the seller. While CEZ claims it's forced to run the 
company at a loss - due to a hike in wholesale prices from the state-
owned generator but a refusal from the regulator to raise consumer 
tariffs - the government accuses mismanagement for the problems.

Analysts at Equilor suggest CEZ has little to lose in offloading 
the Albanian subsidiary. "This unit's losses caused weaker third 
quarter figures, so this step is not so surprising," they write. "On 
the other hand, CEZ wrote off the Albanian unit's equity value 
closer to zero, so any revenue for the company is a positive effect." 

Moody's suggested last month that CEZ's immediate departure 
from Albania would mean a loss of almost ¤200m. At the same 
time, the move would prevent further losses, the ratings agency 
added, according to CTK. 

However, the Czechs look unlikely to find an easy route out of the 
Balkan country. On the one hand, Elezi claims to Reuters that 

companies cannot not move their assets without asking permission 
from ERE first, and that CEZ has not asked the regulator.

On the other, the line of suitors for the unit will remain short while 
it has the threat of losing its operating licence hangs above it. A 
government official last week told a parliamentary committee 
that a possible option is for the government to buy CEZ out for a 
symbolic price of one euro. 

According to Reuters, although Elezi said ERE's commissioners are 
examining CEZ Shperndarje's reply to Albania's initial bid to revoke 
the company's licence, and that ERE will make a decision after 
December 20, the regulator could take another month to reach a 
ruling.
 

21. EIB supports upgrade of 
Warsaw Metro with ¤139m

European Investment Bank 

The European Investment Bank (EIB) is lending PLN 555 million 
(some EUR 139 million) to finance the purchase of new rolling stock 
for Warsaw's metro. 

The EIB loan will support the purchase of 35 metro trains and 
foster investment in the public transport sector in the city of 
Warsaw. 20 of the new trains will be used on the new line II of the 
Warsaw Metro, currently under construction, and the other 15 will 
be used to increase frequencies on the existing line I. 

Increasing the metro's rolling stock will considerably upgrade the 
level of service and improve the quality of public transport. 

As the EIB targets environmentally friendly subway transport 
services, the new metro trains will use advanced technology, 
increasing the energy efficiency of Warsaw's metro fleet. A more 
frequently operating metro will reduce reliance on private cars 
and thereby mitigate the negative impact of transport on the 
environment. 

The support of the EIB will also trigger growth in jobs. Most trains 
will be assembled in Poland (Nowy S_cz), and the increase in metro 
operations will require additional drivers, maintenance workers and 
office staff. 

The acquisition of the new rolling stock for the new metro line is 
part of the wider project design, construction and rolling stock 
procurement programme for the central section of metro line II in 
Warsaw. Works on the project started in 2010 and their completion 
is scheduled for early 2014. 
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22. EU adopts ambitious external 
aviation policy 

European Commission

Today, EU transport ministers adopted a comprehensive set of 
Council conclusions which will lay down the framework for an 
ambitious EU external aviation policy for the coming years. 

Based on the European Commission's recent Communication "The 
EU's external aviation policy - addressing future challenges"i, the 
Council has called for stronger coordination, unity and solidarity 
at EU level and for a more robust EU external aviation policy in 
order to strengthen the competitiveness of the European aviation 
industry while supporting the interests of European consumers. 

Global aviation is changing dramatically and Europe has been harder 
hit by the recession than many other regions. The actions proposed 
by the Commission and endorsed by the Council will help boost the 
international competitiveness of the EU's aviation industry by opening 
negotiations with key partners to access new business opportunities in 
fast growing markets, developing new tools to fight unfair competition 
and creating the right regulatory conditions to stimulate investment. 

Vice-President Siim Kallas, European Commissioner responsible 
for transport, said: "Aviation plays a crucial and strategic role in the 
European economy both in terms of jobs, growth and connectivity. The 
new framework that the Council adopted today represents a major step 
forward towards a fully coordinated EU external aviation policy. The 
Commission, EU Member States and industry have to work together 
in an increasingly concerted manner to meet the serious challenges 
facing the EU aviation sector in the global market place. An effective 
and early implementation of the new EU external aviation policy will 
make a significant contribution to enhancing the competitiveness of the 
EU aviation industry and to the recovery of the European economy." 

In its conclusions, the Council in particular: 
• Considers that a tailored EU approach is now appropriate in 
relation to a number of key partners; 

• Encourages the Commission to reach comprehensive EU-level 
agreements with all neighbouring countries by 2015; 

• Welcomes the Commission's intention to request an 
authorisation to open negotiations on comprehensive EU air 
transport agreements with Turkey and India; 

• Welcomes the Commission's intention to prepare a 
comprehensive roadmap for enhancing EU-Russia aviation 
relations once Russia respects its international commitments 
towards the EU in aviation to phase out royalties for overflying 
Siberia. An objective of the comprehensive roadmap would be a 
comprehensive EU-Russia air transport agreement; 

• Acknowledges the Commission's intention to engage in a dialogue with 
Gulf countries with a view to enhancing transparency and fair competition; 

• Supports the Commission's intention to present a proposal for a 
revision or replacement of Regulation 868/2004 concerning protection 
against subsidisation and unfair practices with the aim of developing 
a more effective instrument to safeguard open and fair competition. In 

the same spirit, the Council welcomes the Commission's intention to 
develop a template for a "fair competition clause" for inclusion in air 
services agreements with partner countries; 

• Invites ICAO, the International Civil Aviation Organization, to play 
a leading role in modernising the existing economic regulatory 
framework governing the global aviation market including in 
relation to liberalising market access and airline ownership and 
control while safeguarding fair competition. 

 

23. Transport infrastructure 
projects to complete EU's core 
network

European Parliament

A map and guidelines for developing the Transeuropean Transport 
Networks (TEN-T) in 2014-2020 were amended by the Transport 
and Tourism Committee on Tuesday. Mature national infrastructure 
projects in the core network will have to compete for funding from 
the new "Connecting Europe facility" (CEF).

TEN-T funding should help primarily to build or upgrade cross-
border sections and missing links so as to remove remaining 
bottlenecks in the core network by 2030, MEPs say. The new 
instrument should also link remote or insular regions into the EU 
network and help create modern, multimodal nodes and plate-
forms in airports, inland and maritime ports.

Multimodal corridors
After adding a few qualifying infrastructure projects to the core 
network, the Transport Committee approved the map of ten corridors, 
initially drafted by the Commission together with member states. Each 
corridor must be overseen by an EU coordinator, say MEPs, and all 
private, national, regional or local partners should be involved at an 
early planning stage to avoid future construction delays.

Primary instrument for EU integration and economic growth
"This is the project of the European transport policy", said rapporteur 
Georgios Koumoutsakos (EPP, EL) after the vote, "as it will benefit every 
single European citizen, be it for trade, work, tourism or environmental 
reasons. This project will enable us to turn a patchwork of national 
transport networks into an integrated EU network by 2030", he added.
 
However,,"Heads of state could decide otherwise during the 
multiannual financial framework (MFF) negotiations", warned Inés 
Ayala Sender (S&D, ES), co-rapporteur with Dominique Riquet 
(EPP, FR) on the CEF regulation.

 "The CEF must not become the adjusting variable of the MFF 
negotiations", said Mr Riquet. "It will be the primary instrument for 
further integration, creating jobs and contributing to growth and to 
environmental objectives at the same time".

Member states must respect the Commission's ?31.7 billion initial 
budget proposal if they are to take full advantage of the leverage 
effect of EU funding, stressed co-rapporteur Ismail Ertug (S&D, DE). 
"Otherwise, their own projects will be left unfunded".
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24. Celebi Ground Handling: 
participation in Frankfurt 
tender approved

Erste

The company announced that the relevant authority has approved 
Celebi's application to participate in the tender process for 
Frankfurt International Airport's ground handling operations. Bids 
for the tender will be collected up until January 31, 2013.

Our opinion: Recall that the company had previously announced its 
intention to participate in the tender. Frankfurt International Airport, 
the main European hub both for passenger and cargo traffic, serves 
~250K aircraft traffic movement (ATM) and handles more than 2.0mn 
tons of cargo annually (i.e. to give an idea, Celebi served 225K ATM and 
550K tons of cargo on a consolidated basis in the last four quarters). 
Celebi Ground Handling is already active in Frankfurt through its 
subsidiary operating in the cargo and warehouse business. If they 
are successful in the upcoming tender, they will also initiate ground 
handling operations, which will both trigger higher revenues and also 
better margins due to economies of scale advantages. The positive 
outcome expectations for the Frankfurt ground handling tender and 
ongoing Mumbai International cargo tender could be two important 
catalysts for the share price in the coming period.

25. Pegasus Airlines places 
Turkey's largest aircraft order

bne

Growing regional operator Pegasus Airlines has made Turkey's 
largest single aircraft order with a deal for at least 75 Airbus 
medium-haul planes. The move illustrates the stunning rate of 
growth the Turkish air industry is enjoying compared with the 
catastrophic state of the sector in Europe.

The Istanbul-based budget carrier placed a firm order for 58 fuel-
saving A320neo aircraft and 17 A321neo jets, reports Reuters. The 
aircraft have a combined list price of $7.5bn. The deal also includes 
options for a further 25 aircraft. If all options are exercised, the 
deal's value for 100 planes may peak at $9.9bn, based on official 
Airbus prices, reports Reuters. However, according to other 
sources, the list price of the full deal adds up to over $12bn. 

Pegasus currently operates aircraft built by Boeing, but switched 
allegiance after what industry sources described as a tough fight 
between the arch rivals for the contract.

"When our first Pegasus flight took off we broke new ground by 
placing the biggest order in the history of Turkish private civil 

aviation at the time," Pegasus Airlines Executive Board Director 
Ali Sabanci said at a signing ceremony for the new deal, which 
was also attended by Transport Minister Binali Yildirim, reports 
Hurriyet. "As we look ahead to the next decade, we know that, apart 
from human resources, an airline’s most important asset is its 
fleet. Therefore, once again, we have said to ourselves, 'we don’t yet 
have enough.'"

Founded in 1990, Pegasus has grown its fleet from just two 
aircraft to more than 40 over the past two decades and serves 52 
destinations in 24 countries. It claims that it plans an IPO in 2013. 
The company's current aggressive expansion highlights the rapid 
growth in Turkish aviation, and follows recent orders from flag 
carrier Turkish Airlines for long-range aircraft from both Boeing 
and Airbus.

Turkish carriers are adding routes - especially around the region - 
and raising capacity on domestic flights in a bid to serve expanding 
demand. The number of passengers carried in the Turkish air 
grew by 10% year on year to 121.8m in the first 11 months of 2012, 
reports Bloomberg. That growth has seen them reporting higher 
earnings even as airlines elsewhere are struggling through the the 
global slump.

That has seen Turkish Airlines included in a select band of potential 
saviors which Europe's struggling flag carriers are courting for 
investment. Alongside operators from the Middle and Far East the 
company is hunting for a European hub as part of planned global 
networks. It pulled out of advanced talks to buy Polish Lot Airlines 
earlier this year due to EU regulations blocking a controlling stake 
heading outside the bloc. 

"When I first came to office, 100 planes made up 67% of the total 
commercial fleet in Turkey," Yildirim said at the ceremony. "Today, 
one of our companies sets a target for 2023 and signs a $12bn 
deal. We are also set to build the world’s biggest airport [a third 
Istanbul airport] and there will be no problems when it becomes 
operational in three to four years. This shows how the political will 
has changed the country," the official said, summing up his "pride" 
in the sector's development. 

26. Turkey sells Bosphorus 
bridges as financing woes ease

bne

Turkey sold off a pair of Bosphorus bridges and around 2,000km 
of motorways at the fourth time of asking on December 17, as a 
consortium comprising local giants Koc Holding and Yildiz Holding, 
in partnership with Malaysia's UEM Group, won a tender for the 
giant infrastructure package for $5.7bn. That the sale finally went 
through will be a relief for Ankara, which has seen numerous 
attempts to sell off infrastructure projects scuppered by financing 
issues.
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Turkey sold 25-year operating rights for 1,975km of toll roads, 
including those on the Bosphorus and the Fatih Sultan Mehmet 
Bridges, which both cross the Bosphorus Strait to connect 
European and Asian Istanbul. The assets, which were sold in 
Turkey's second-biggest privatisation and trumped only by the 
$6.55bn sale of 55% in Turk Telekom in 2005, also include the 
Edirne-Istanbul-Ankara highway and the Ankara ring road.

Koc, Turkey's biggest conglomerate, and UEM each hold a 40% 
stake in the winning consortium, while Gozde - the venture 
capital unit of Yildiz Holding - holds 20%. The transaction may 
be completed within "five to six months at the latest," Tamer 
Hasimoglu, Koc Holding's retail, food and tourism group chairman, 
told reporters, according to Bloomberg. The bid will now be subject 
to approval by the Privatisation Administration, Competition Board 
and Council of State. 

According to Malaysia's Business Times, Datuk Izzaddin Idris, 
CEO of UEM said: "This is a significant milestone for UEM Group 
as we've always aimed to expand our expressway service offering 
beyond Malaysia, India and Indonesia. Drawing on our best services 
and expertise in these countries, we are now committed to deliver 
the same in Turkey." He claimed that UEM Group's deep experience 
in expressway management was key to winning the tender. 

Ankara will be delighted to get the sale away, and it adds to growing 
success in the country's privatisation drive in recent months after 
a period in which sales have struggled due to financing issues. The 
three previous failed attempts to sell off the motorway package 
are testament to the problems, but the hurdles have been lowered 
as Turkey shows it can manage the robust forces of growth in the 
economy and financing options widen. 

Fitch upgraded the sovereign to give government debt its first 
investment grade since 1994 last month, and analysts speak of 
persistent "euphoria" in the economy. Meanwhile, Ankara has 
been driving hard to open the way for Islamic finance to offer an 
alternative to the country's heavy reliance on Europe's creaking 
banks. 

Alongside a little more flexibility from the authorities, those 
improved conditions have seen a series of stalled projects and 
privatizations start to trickle through. While, the secondary public 

offering of a 24% stake in state-controlled Halkbank for $2.5bn 
would likely have proved popular regardless, infrastructure assets 
in particular have struggled in Turkey.

After several failed attempts to whip up interest, the North 
Marmara Highway Project - which includes construction of a third 
bridge to span the Bosphorus - was finally sold in May, after it was 
reduced in scale and scope. The contractors on the project agreed 
financing with six Turkish banks in November. 

Meanwhile, Bogazici EDAS - the largest power distributor in the 
country which runs the Istanbul grid - was sold for $1.96bn last 
week. The asset was one of eight regional distributors on which a 
sale in 2010 fell through. 

Discussing the latest deal, analysts at Erste say they "anticipate 
a Leverage Buy-Out (LBO) structure to be in place during the 
project’s financing, in which 65%-70% of the project ($3.7- 4bn) can 
easily be financed via long-term project finance loans."

27. Turkey to build a dozen new 
marinas

Hurriyet Daily News

Turkey plans to build 12 new marinas to increase the country's 
docking capacity for yachts and motor boats to at least 20,000 by 
2015, according to data from the Transportation Ministry.

The marinas will be constructed according to a build-operate-
transfer system that will spare the government from investment, 
operating and maintenance expenses. The plans also include 
bringing up the capacity to 30,000 by 2023 in a highly competitive 
Mediterranean market dominated by France, Spain and Italy, which 
claim a combined 75 percent share.

Turkey has built 11 marinas so far through the system, which has 
contributed 377 million Turkish Liras to the national economy.
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