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Eurasia TOP STORY 
1. Funding for Oyu Tolgoi to continue despite lack of agreement on future 
development  
bne 
March 4, 2013  
 
Rio Tinto and the Mongolian government have agreed to continue funding the Oyu 
Tolgoi copper-gold project to allow commercial production to start in June, but have 
not managed to resolve a dispute over the growing costs of the project and its 
longer-term funding.  
 



At a meeting on March 1, the two sides agreed to continue financing the $6.2bn 
project. This will make it possible for commercial production to start at Oyu Tolgoi, 
one of the world’s largest copper-gold deposits, in Jun 2013 as scheduled.  
 
However, Mongolian government officials are still at odds with Rio Tinto over the 
growing costs of the project, in which Rio Tinto holds a majority stake through its 
stake in Toronto-listed Turquoise Hill Resources (formerly Ivanhoe Mines). The 
Mongolian state has held a 34% stake in Oyu Tolgoi since 2009. 
 
Mongolian officials say that Rio Tinto needs to justify the $2bn over-spend at the 
mine, and for the increased cost forecasts for starting operations at the underground 
mine. Costs of the underground mine have spiralled from the $14.6bn forecast by 
feasibility studies to as high as $24.4bn, UB News reports.  
 
Given the spiralling project costs, Ulanbataar says it will not support Rio Tinto’s 
attempt to raise up to $7bn for the next phase of development. The additional 
funding is needed to start work on the planned underground mine.  
 
Turquoise Hill said in a February 28 statement that there had been “productive 
discussions” between Rio Tinto, Turquoise Hill and the Mongolian government. “[A]ll 
parties have agreed to continue discussions during March 2013 with with a goal of 
resolving the issues in the near term,” the statement said.  
 
Meanwhile, the International Finance Corporation (IFC), part of the World Bank 
group, announced February 28 that its board of directors had approved plans for it to 
participate in financing for Oyu Tolgoi. The IFC will now begin the process of working 
with Rio Tinto, the Mongolian government and the lending partners to complete the 
financing package, the IFC said in an update published on its website on February 
28. 
 
The dispute over Mongolia’s most valuable deposit comes at a time when resource 
nationalism is increasing. Ulanbataar wants to ensure that the Mongolian population 
gets the benefits of massive projects such as Oyu Tolgoi and the development of the 
Tavan Tolgoi coalfield. With the presidential elections approaching in June, politicians 
are keen to avoid accusations of selling out to foreign investors.  
 
In addition to a series of proposals from MPs that the government should take a 
larger stake in Oyu Tolgoi, investors are also concerned about the planned new 
mining law. While government officials say the law will benefit both the economy and 
the environment, Rio Tinto and other investors fear it will discourage investment into 
the resource rich country.  
 
2. Tajikistan becomes WTO member  
bne 
March 4, 2013  
 
Tajikistan officially entered the World Trade Organisation (WTO) on February 2, 
becoming its 159th member.  
 
 
Dushanbe completed accession negotiations with the trade bloc in October 2012, and 
its accession was approved by the WTO in December 2012, after 12 years of 



negotiations. The accession agreement was ratified by Tajikistan's upper house of 
parliament in January.  
 
According to a statement from the WTO, "Tajikistan has agreed to undertake a series 
of important commitments to further liberalize its trade regime and accelerate its 
integration in the world economy."  
 
Tajikistan is the second Central Asian republic to become a WTO member after 
Kyrgyzstan, which joined in 1998.  
 
The region’s largest economy, Kazakhstan, is close to accession, but some issues still 
need to be resolved. WTO director general Pascal Lamy said in January that 
Kazakhstan is expected to finish negotiations by the end of this year.  
 
Turkmenistan also announced in January 2013 that it was setting up a working group 
with the aim of opening WTO accession negotiations.  
 
3. Ukraine interested in buying Shah Deniz gas  
bne 
March 4, 2013  
 
Ukraine is interested in buying gas from Azerbaijan’s offshore Shah Deniz gas field, 
Ukrainian President Viktor Yanukovych said March 1.  
 
Discussions on Ukrainian involvement in the planned Trans-Anatolia gas pipeline 
(Tanap) pipeline are already underway, Yanukovych told a press conference, 
Ukrinform reported.  
 
"We are discussing the issue of possible involvement of Ukraine in the construction of 
the pipeline, which runs from Azerbaijan’s Shah Deniz gas field through Georgia and 
Turkey. And we are interested in this pipeline to reach our underground storage in 
western Ukraine, at the border with Europe," Yanukovych told journalists.  
 
Tanap will will run from the Caspian offshore Shah Deniz field across Turkey, from 
where a second pipeline - either Nabucco West or the Trans-Adriatic Pipeline (TAP) - 
will carry gas from the field to Europe 
 
Ukraine has also expressed an interest in resuming direct imports of natural gas 
from Turkmenistan, which were halted in 2006, as Kyiv tries to diversify energy 
imports and reduce dependence on Russia.  
 
On February 13, Yanukovych and Turkmenistan's President Gurbanguly 
Berdymukhamedov reached reached agreement on the resumption of natural gas 
exports to Turkmenistan. However, for exports to restart, approval from two transit 
states, Kazakhstan and Russia, will be required. While Kazakhstani approval is 
expected, Kyiv may fund it more difficult to get approval from Russia.  
 
4. Uzbekistan plans state support for solar, biogas energy 
bne 
March 4, 2013  
 
Uzbekistan is to step up its efforts to produce renewable energy and related 
technologies. Government officials are preparing new legislation on renewable 



energy, and investors in solar and biogas projects or production of related equipment 
will receive tax and customs breaks.  
 
Uzbek President Islam Karimov has signed a decree on measures on further 
development of alternative energy sources, according to local media reports on 
March 2. The new decree is intended to encourage technical and scientific research in 
the field, and the launch of pilot projects.  
 
Tashkent is keen to increase investments into renewable energy and related 
technologies, and to start domestic manufacture of equipment such as solar panels. 
This will help to reduce the country's growing energy crisis, and may provide a long-
term solution to dwindling reserves of oil and other fossil fuels.  
 
Uzbekistan’s sunny climate means which the country has high potential for solar 
energy generation, and solar power has been made a priority. The government 
wants to carry out pilot projects for new solar technologies, making the country a 
test case for the whole Central Asian region. However, Tashkent also plans to invest 
into biogas and other forms of alternative energy.  
 
Karimov’s decree instructs the cabinet to work with various government departments 
and the Academy of Sciences to draw up a list of experimental and pilot projects for 
solar and biogas energy within one month. Tashkent plans to approach the Asian 
Development Bank, which is already active in Uzbekistan’s solar power sector, and 
other international financial institutions, for funding. 
 
The finance ministry and economy ministry have until the end of April to make 
proposals for financial incentives - including tax and customs breaks - for 
manufacturers and users of solar and biogas energy.  
 
Legislation on alternative energy sources is also planned. The  economy ministry, the 
Academy of Sciences and state power company Uzbekenergo are to work together to 
draw up draft legislation in the first half of 2013.  
 
While Uzbekistan currently produces oil, gas and coal, the country’s reserves of oil in 
particular are being rapidly depleted. Oil production has been in steady decline for 
more than a decade, falling from 171,000 barrels per day (b/d) in 2001, to just 
86,000 b/d by 2011, according to the "BP Statistical Review of World Energy, 2012". 
A 2011 report from Tashkent-based think-tank the Center for Economic Research 
(CER) forecast that at current consumption rates, Uzbekistan's oil is expected to run 
out in just over a decade unless significant new finds are made. 
 
 

Eurasia Kazakhstan 
5. BCC, Sberbank, Temirbank and Kaspi Bank see foreign currency licences 
suspended 
Visor Capital  
March 4, 2013  
  
The National bank of Kazakhstan has suspended the licences for exchange operations 
with foreign currency for one month for Bank CenterCredit, Temirbank, Kaspi Bank 
and Sberbank’s Kazakh subsidiary.  According to Temirbank’s press release, the 
license was suspended for systematic violation of the law “On Countering Money 



Laundering”, while Sberbank’s Kazakh subsidiary license was suspended over its 
failure to submit on schedule accounting documentation on exchange operations. 
  
Dinara Yemilbayeva 
Nurlan Ashinov 
 
6. John Deere plans to start production in Kazakhstan  
bne 
March 4, 2013  
 
John Deere is considering starting production of agricultural machinery in 
Kazakhstan, Deputy Agricultural Minister Marat Tolibayev has said.  
 
The US-based company is has been discussions with officials from Kazakhstan’s 
agriculture ministry and ministry of industry and new technologies for more than a 
year, Tengrinews quotes Tolibayev as saying.  
 
While John Deere is interested in entering the Kazakhstani market, there are issues 
including the volume of machinery to be produced and changes to the tax regime 
after 2017 that still need to be resolved.  
 
“[T]here are some complications in the talks. John Deere is setting a condition that a 
specified number of combine harvesters are produced and sold. This number is 
overly large for Kazakhstan. We and John Deere company have not yet come to a 
common opinion on the further implementation of the project because of the small 
size of Kazakhstan market,” Tolibayev said.  
 
7. Kazakhstan to start regulating wholesale oil products market  
bne 
March 2, 2013  
 
Kazakhstan is to start regulating the wholesale oil products market due to concerns 
over the impact of unexpected price changes in the market.  
 
Anatoly Shkarupa, the deputy chair of the State Agency for Regulation of Natural 
Monopolies (AREM), that the agency is working with the ministry of  oil and gas and 
Kazakhstan’s Fuel Association, Interfax Kazakhstan reported.  
 
“All retailers are very much concerned about this issue. We discussed it with the Fuel 
Association and the Oil and Gas Ministry and they are supportive of the idea,” 
Shkarupa told a briefing in Astana on March 1.  
 
Kazakhstan already regulates the prices of retail oil products, but regulation has not 
yet been extended to the wholesale market. However, according to Shkarupa, 
officials are concerned that an abrupt change in wholesale prices could result in 
bankrtupcy for some retailers.  
 
8. Official Kazakh CPI inflation 0.8% MoM, 7.0%YoY in February 
Visor Capital  
March 4, 2013  
 
Data shows CPI accelerating 



 
Impact: POSITIVE for profitability of bonds with inflation-linked coupon rates 
  
Facts/News.  On Friday, Kazakhstan’s Statistical Agency reported that February 
inflation in Kazakhstan was 0.8% MoM (7.0% YoY).  The official data showed food 
product prices increasing 0.4% MoM (up 5.0% YoY); non-food product prices 
increasing 0.2% MoM (3.3% YoY); and prices of services growing 1.8% MoM (13.4% 
YoY). 
  
Analysis. The figures suggest that inflation accelerated in February.  The increase in 
the CPI was mainly due to increase in service costs.  We note that 1% increase of 
CPI (an annualised rate of 10.0%) was one of the highest MoM increase in the last 
12 months 
  
Conclusion.  The increasing inflation is obviously positive for bonds with inflation-
linked coupons.  The National Bank targets 6-8%, and current trends (plus March 
2013 price increases of diesel fuel) lead us to believe that actual number is more 
likely to be towards the upper end of the band for 2013. 
  
Dinara Yemilbayeva 
Nurlan Ashinov  
 
9. Vanadium mining project in Kyzylorda region discussed by Vice PM 
Visor Capital  
March 4, 2013  
  
On Friday, Kazakhstan’s Vice Prime-Minister, Aset Isekeshev, looked at a vanadium 
mining project in Kyzylorda region.  Firma Balausa LLP initiated development of the 
Bala-Sauskandyk complex deposit.  A test factory has been functioning at the 
deposit for two years, and has now been refurbished and upgraded to a capacity of 
30,000 tons of ore.  The ore processing capacity may be increased to 500,000 tons 
from 2015 with the investment of ca US$65m and up to four million tons from 2019 
according to Government projections.  The statement of the Kazakhstan Ministry of 
Industry and New Technologies (MINT) later announced that on the instruction of Mr 
Isekeshev, the relevant organizations would study the project in detail and work out 
measures for state support.  We do not expect any share impact for any listed 
Kazakh mining companies. 
  
Stanislav Chuyev  
 
 

On the website today 
10. Architect of unorthodox policy to head Hungarian central bank 
bne  
March 1, 2013 
 
Confirming both one of the most widely expected appointments of recent times and 
the market's deepest fears, Hungarian Prime Minister Viktor Orban named Economy 
Minister Gyorgy Matolcsy as the next governor of the National Bank of Hungary 
(NBH) on March 1.  
 



Touted as the architect of Hungary's "unorthodox" economic policies - which critics 
argue have helped push the country back into recession - Matolcsy has long been 
viewed as the most likely to take over from Andras Simor, the outgoing central bank 
chief whose six-year mandate expires on March 3.  
 
Matolcsy's post leading the economy ministry will be taken by Mihaly Varga, the far-
more-respected state secretary in charge of aid talks with the International Monetary 
Fund (IMF) and EU. The new minister will continue to serve this function, the PM 
said, apparently without irony - those negotiations have been effectively dead for 
months.  
 
The worry for the markets is that Matolcsy will introduce his "creative" policy making 
at the NBH, which is already in the midst of a long easing cycle thanks to the 
dominance of government-appointed members of the monetary policy council over 
Orban's sworn enemy Simor. The governor has been unable to prevent the ongoing 
series of cuts to interest rates, despite his warnings of currency and inflation risk. 
 
 
If you want to read the rest of this article <a 
href="http://www.bne.eu/storyf4622/Architect_of_unorthodox_policy_to_head_Hun
garian_central_bank">click here</a> 
 
11. Latvia's non-res bank deposits a source of growing concern 
Mike Collier in Riga  
March 1, 2013 
 
Opinion is divided on the Latvian banking sector. According to the country's banks 
and regulators, it is in rude health with the central bank declaring bluntly that 
"concerns about the sustainability of the Latvian banking sector have no grounds". 
The International Monetary Fund (IMF) begs to differ, and has joined a growing list 
of critics saying so publicly.  
 
The cause of their concern is the increasingly high level of non-resident deposits 
(NRDs) appearing in the Latvian financial sector. On January 28, the IMF, in its own 
second review following Latvia's completion (and early repayment) of its €7.5bn 
bailout loan, warned that this rapid rise in NRDs in the banking system is "a potential 
source of vulnerability, with possible implications for Latvia’s liquidity position and 
reputation."  
 
While attracting foreign money is in many ways desirable, it comes with numerous 
risks, particularly when a small, relatively poor state like Latvia finds itself 
guaranteeing big deposits washing over the border into banks that have big question 
marks over their transparency and stability.  
 
Effectively, there are two sorts of banks operating in Latvia: mainly Nordic-owned 
banks dealing with domestic clients and boutique banks dealing with non-resident 
clients.  
 
 
If you want to read the rest of this article <a 
href="http://www.bne.eu/storyf4620/Latvias_nonres_bank_deposits_a_source_of_g
rowing_concern">click here</a> 
 



12. Turkey reportedly preparing to sell stakes in state banks 
bne  
March 1, 2013 
 
Busy scrapping previously agreed infrastructure privatisation deals in a bid to get 
higher prices, Turkey's government is also reportedly preparing share sales of two 
state banks in a sign of its growing confidence in investor appetite for the country's 
assets.  
 
According to unconfirmed reports, the government is preparing deals to sell large 
stakes in Vakifbank and Ziraat Bank.  
 
Ankara will look to sell the stake in the country's largest state-run lender Ziraat Bank 
next year, in what it hopes will be one of the country's biggest stock market listings, 
unnamed sources told Reuters. The deal will go ahead in 2014 if international market 
conditions are favourable, the sources added.  
 
Ziraat general manager Huseyin Aydin said earlier in February that the bank was 
being prepared for a possible IPO, although there was no final decision on the timing.  
 
Turkey is also expected to seek a secondary share sale in state-run lender Vakifbank 
in the third quarter of 2013, according to a source with knowledge of the subject. 
"It's being planned for 2014... The planned initial free float rate will be between 20-
25%," one of the sources told the newswire.  
 
 
If you want to read the rest of this article <a 
href="http://www.bne.eu/storyf4623/Turkey_reportedly_preparing_to_sell_stakes_i
n_state_banks">click here</a> 
 
 

Eurasia Other Central Asia 
13. Kyrgyzstan’s government reshuffled  
bne 
March 4, 2013  
 
Kyrgyzstan formally appointed three new ministers on March 2, as part of a partial 
government reshuffle.  
 
Shamil Atakhanov has been appointed Deputy Prime Minister. Atakhanov was the 
head of Kyrgyzstan’s Government Committee of National Security (GCNS) until 
October 2011, when he was appointed interim interior minister.  
 
His replacement at the ministry of internal affairs is Abdulda Suranchiev, who was 
appointed on February 22. A presidential decree confirming his appointment was 
signed on March 2, Vecherniy Bishkek reports. Suranchiev was previously Deputy 
Minister of Internal Affairs between 2002 and 2005.  
 
“I assure you all that the government complete the reforms initiated,” Prime Minister 
Zhantoro Satybaldiyev told the parliament on February 22. “Abdulda Suranchiev 
knows the system of the Ministry deeply enough; he is not a new man. He has 
worked his way up from an ordinary police officer to the deputy minister." 



 
Satybaldiyev also dismissed the minister for culture and tourism and for labour, 
migration and youth, as part of changes to the structure of the government, Kabar 
reports. Aliyasbek Alymkulov has been appointed as the new Minister of Labour, 
Migration and Youth.  
 
 
14. Turkmen Women to Get $14 Women's Day Gift 
RIA Novosti 
March 4, 2013  
 
Women in the ex-Soviet state of Turkmenistan will receive 40 manats or $14 this 
week as a gift from the state ahead of the International Women's Day, celebrated on 
March 8. 
 
According to a decree signed by President Gurbanguly Berdimuhamedow on Friday, 
all women regardless of their age and occupation will get the bonus, turkmenistan.ru 
website reported. 
 
In addition, a total of 174 mothers of large families in the impoverished country will 
be honored ahead of the holiday. 
 
March 8 became an official celebration in Russia soon after the Bolshevik Revolution 
in 1917, and remains popular in the former Soviet republics. 
 
15. Turkmenistan adopts new housing code  
bne 
March 4, 2013  
 
Turkmenistan’s parliament has voted in favour of legislation on a new housing code, 
as part of ongoing reforms in the country. The code sets out the rights of Turkmen 
citizens when buying residential property, and is intended to encourage 
competitiveness in the housing market, Turkmenistan.ru reports. It also covers state 
support for citizens to obtain accommodation.  
 
 

Eurasia Caucasus 
16. Armenian Presidential Candidate to Appeal Vote Results 
RIA Novosti 
March 4, 2013  
 
An opposition candidate who was running in Armenia’s recent presidential election 
plans to appeal the vote results in the country’s Constitutional Court on Monday, the 
Novosti-Armenia news agency reported Sunday citing the headquarters of the 
candidate, Raffi Hovhannisyan. 
 
Incumbent Armenian President Serzh Sargsyan won the February 18 presidential 
election in the South Caucasus country, according to the final vote count from all 
1,988 polling stations announced by Armenia’s Central Election Commission (CEC) on 
February 25. 
 



Sargsyan collected 861,373 votes or 58.64 percent, whereas US-born former foreign 
minister Hovhannisyan, the leader of the Heritage opposition party, came in second, 
with 539,693 or 36.74 percent of the vote. The remaining five candidates garnered 
less than three percent each. Voter turnout totaled 60.18 percent, or 1,521,489 
registered voters. 
 
Hovhannisyan has not recognized the vote results. His supporters have been holding 
rallies in the capital Yerevan and other Armenian regions since February 20. 
 
International observers said the Armenian election was generally well-administered, 
with fundamental freedoms respected, but noted that some key concerns remain, 
including “a lack of impartiality on the part of the public administration and the 
misuse of administrative resources.” 
  
17. Fitch Assigns SOCAR's USD Notes Expected Senior Unsecured 'BBB-
(EXP)' Rating 
Fitch Ratings 
March 4, 2013 
 
Fitch Ratings has assigned State Oil Company of the Azerbaijan Republic's (SOCAR) 
proposed USD denominated senior unsecured notes an expected foreign currency 
senior unsecured rating of 'BBB-(EXP)'. 
 
The final rating is contingent upon the receipt of final documentation conforming 
materially to information already received and details regarding the notes amount, 
coupon rate and maturity. The proceeds from the notes issuance are expected to be 
used to fund the company's capex and other general corporate purposes.  
 
SOCAR plans to issue the notes at the corporate level. Although SOCAR owns 100% 
of all its main cash generating subsidiaries, the notes do not benefit from a direct 
guarantee from SOCAR's operating subsidiaries. The bond prospectus includes 
covenants limiting distributions of net income, disposals of core assets, 
consolidations, negative pledges and cross default provisions. 
 
Although just over half of the group's debt at 30 June 2012 was at the subsidiaries' 
level, Fitch does not presently consider senior unsecured creditors at the group level 
to be structurally subordinated given the low amount of earnings from subsidiaries. 
For example, the main debtor among subsidiaries was SOCAR Turkey Enerji A.S., 
which accounted for about 31% of total outstanding debt at 30 June 2012 but had a 
negative EBIT of minus AZN56m in H112. 
 
Additionally, Fitch does not foresee strong asset recovery prospects for subsidiary 
debt holders in Azerbaijan and does not anticipate asset recovery at subsidiaries 
abroad to be large enough to encumber other senior unsecured creditors in a 
liquidation scenario. Fitch has therefore assigned the notes an expected senior 
unsecured rating in line with SOCAR's IDR. Fitch may reassess its approach to the 
notes' rating if the current composition of operating profit and debt change in a way 
that prioritises subsidiary debt holders over senior unsecured creditors at the group 
level.  
 
 
 
 



18. Russian, Georgian Envoys Talk Visas, Olympics, Transport 
RIA Novosti 
March 4, 2013  
 
Russian Deputy Foreign Minister Grigory Karasin met with Georgian prime minister’s 
special envoy on Russia, Zurab Abashidze in Prague on Friday to discuss visa regime, 
Georgia’s participation at the 2014 Winter Olympics in Sochi, wine exports to Russia, 
direct flights between Moscow and Tbilisi and other issues. 
 
“Both sides are satisfied with the results [of the meeting], they are convinced that 
our unofficial contacts have a future. We tentatively agreed to hold the next meeting 
in May. Its location will be discussed later, but it might be Prague,” Karasin said after 
the talks. 
 
He described the meeting as “constructive,” saying that it allowed making a step 
forward on a number of practical issues, such as the visa regime and resumption of 
direct flights between the two states. 
 
“The Georgian side is interested in easing Russian visa regime for Georgian 
nationals. We noted that it is quite natural for two states with no diplomatic relations 
to have strict visa requirements. But, at the same time, we have extended the range 
of possibilities to visit Russia for various groups of Georgian residents. We will work 
on ways to further ease this regime. This is a homework that we should do at the 
inter-departmental level,” Karasin said. 
 
“We’ve touched upon the resumption of direct flights between the two states and 
discussed ground transportation issues, too,” the Russian diplomat said. 
 
The envoys have also discussed the possible lift of Russia’s ban on Georgian wine 
and mineral water. Russia's consumer watchdog Rospotrebnadzor said earlier this 
week it was ready to start talks with Georgian business on allowing Georgian wine 
and mineral water to be sold in Russia again, following inspections of Georgian 
enterprises by Russian specialists. 
 
“[The inspections] were accompanied by outbursts of anger by [Georgian] President 
[Mikheil] Saakashvili, however, it did not prevent those inspections from being 
successful,” Karasin said. “The work [to lift the Russian ban] will continue.” 
 
Russian chief consumers’ rights official Gennady Onishchenko said in early February 
the ban might be lifted “this spring.” 
 
Abashidze also described the talks as “constructive” and “successful,” saying that the 
two sides have discussed the possibilities for Georgian athletes to take part in the 
Sochi Olympics. 
 
“Representatives of the [two] states will join negotiations on this issue if needed,” he 
said. 
 
Russia and Georgia severed diplomatic ties after Moscow recognized de-facto 
independent Georgian republics of Abkhazia and South Ossetia as independent states 
following a brief military conflict. Georgia’s new government, elected in the October 1 
polls, said normalizing ties with Russia was among its top priorities. 
 



The first meeting between Russian and Georgian envoys on bilateral relations was 
held in Geneva on December 14. The sides agreed to hold such meetings once in two 
months. 
 
A number of high-level informal contacts between Russia and Georgia have been 
held in the past months, including a brief meeting between Russian Prime Minister 
Dmitry Medvedev and his Georgian counterpart Bidzina Ivanishvili during a forum in 
Davos, a meeting between Russian President Vladimir Putin and Catholicos Patriarch 
of All Georgia Ilia II who paid a rare six-day visit to Moscow in January and a 
meeting of Russian and Georgian members of parliament at a PACE session in 
Strasbourg. 
 
 


