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Trade Policy

1. Italian Campari purchases Odesa sparkling wine plant
A large produce of alcoholic goods, the Gruppo Campari company, has purchased 99-percent stake in Odesa sparkling wine plant, which is part of Odesa-based Overline concern, the Campari company said this in the report. The cost of the stockholding is USD 18 million. The 1-percent stake in the enterprise belongs to several individuals. The deal is expected to be closed in early 2009.

The Odesa champagne factory ended 2007 with a net profit of UAH 5.776 million.

Net revenues of the enterprise then rose by 31% or UAH 22.797 to UAH 95.582 year-on-year in 2007. In 2007, the factory increased sales of its products by 7.12% or 55,185 decaliters (735,800 bottles) to 830,243 decaliters (1,1069,900 bottles), compared to the previous year.

The Odesa champagne factory produces 33 types of products under Odesa and L'Odessika trademarks. 15.83% of the factory's shares had earlier belonged to the Meximax Ventures Limited (Virginia islands), 15.83% - to the Nazira Co Limited (Cyprus), 15.65% - to the Tetron Trading Limited (Great Britain), 15.65% - to the LP Investments Limited (Great Britain), 15.65% - to the Hoprim Holdings Limited (Cyprus), 14.83% - to the Briston management Limited (Virginia islands).

Secretariat Comments: Source: Ukrainian News
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2. EU imposes import duties on Ukrainian seamless and welded pipes
The European Commission on December 16 imposed import duties varying from 10.7% to 44.1% on seamless pipes and welded pipes originating in Ukraine. In particular, the European Commission imposed import duties of 10.7% on seamless and welded pipes produced by the Interpipe Nyzhniodniprovskyi Pipe Rolling Plant and the Interpipe Novomoskovsk pipe plant in Dnipropetrovsk region. Also, the European Commission imposed import duties of 44.1% on products of other pipe plants of Ukraine. According to the European Commission, Ukraine exported 2.753 million tons of pipes in 2007, which accounted for 0.2% of the exports on the markets of Europe. The Interpipe Nyzhniodniprovskyi pipe rolling plant is a part of the Interpipe company structure. It specializes in production of welded and seamless pipes for extraction and transportation of crude oil and natural gas. The plant is the world's third largest producer of wheels and rims for trains. The production capacity of the plant is 1.1 million tons of steel products per annum.The plant posted a net profit of UAH 433.3 million for 2007. In 2007, the plant's net revenue rose by 23.12% or UAH 881.572 million, compared to 2006, to UAH 4,693.794 million.

Saleks Investment Limited owns 60% of the shares of the the Interpipe Nyzhniodniprovskyi pipe rolling plant. Interpipe owns 27.03% of the shares of the Interpipe Nyzhniodniprovskyi pipe rolling plant. The Interpipe Novomoskovsk pipe plant ended 2007 with a net profit of UAH 86.621 million.

The enterprise produces pipes of universal carbon steel, water and gas pipelines and profile pipes as well as pipes of main gas, oil, water and steam pipelines.

Secretariat Comments: Source: Ukrainian News
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3. Ukraine’s negative trade balance in goods totals USD 16,069 million

In January-October 2008, imports of goods exceeded exports by USD 16,069 million.

The State Statistics Committee announced this in a statement. In January-October 2008, the balance of trade in goods worsened by USD 7,878.6 million, compared to January-October 2007 (negative balance made up USD 8,190.4 million in January-October 2007). In January-October 2008, exports of goods made up USD 59,423.6 million, having increased by 48.4%, compared to January-October 2007. The import of goods was USD 75,492.6 million, having increased by 56.5%. In January-September 2008, imports of goods exceeded exports by USD 14,283.1 million.

Secretariat Comments: Source: State Statistics Committee of Ukraine 
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European Union
4. Czechs unveil priorities for EU presidency 

The economy, energy and external relations are the three priorities of the Czech EU presidency set to kick off on 1 January, Milena Vicenova, Prague's ambassador to the European Union told the British Chamber of Commerce on 1 December, the day the presidency's website went online. "Europe without barriers" is the motto the Czech government picked for its time at the helm of the six-month rotating EU presidency, a phrase they intend as an allusion to Prague's current free-market orientation, especially when it comes to lifting labour barriers between old and new member states, administrative hurdles and trade relations with countries beyond the EU, Ms Vicenova explained. Prague wants to focus on three 'E's, the ambassador said: the economy and efficiency, energy and external relations. The central European nation will also put its own centre-right accents on the initiatives and legislation it will inherit from the outgoing French EU presidency. The Czech Republic will fully support "understand" the economic recovery package put forward by the European Commission last week, "But we don't want to return to protectionism and excessive state regulation," Ms Vicenova said. This marks something of a move away from the current EU presidency chaired by French President Nicolas Sarkozy who though also hailing from the right side of the political spectrum, has surprised many commentators by his embrace of government intervention in the wake of the financial crisis. Another clear difference from the current presidency was revealed in the omission of EU-Russia relations from the presidency's third priority – external relations. Ms Vicenova spoke of accelerating the enlargement process towards the western Balkans, of the Eastern Partnership and of transatlantic relations as core elements of the external relations priority, especially looking towards establishing relations with the new US Obama administration and the EU-US summit to be held in Prague in "late spring 2009." Transatlantic co-operation was important not only from a political and economic point of view, but also from the perspective of the UN climate change conference in Copenhagen scheduled for November 2009. 

Expanding economic co-operation with Canada was also mentioned among the Czech presidency's external relations priorities. Ottawa currently hopes to close a free-trade agreement with the EU sometime in the near future. Closer co-operation, but no promises on ultimate membership in the EU, would be the goal of dealings with EU's Eastern neighbours – Ukraine, Moldova, Georgia, Armenia, Azerbaijan and – depending on the political situation – Belarus. An Eastern Partnership summit, including all member states and the six countries is scheduled for shortly after the spring council, Ms Vicenova said. Prague was hopeful the French presidency could conclude the climate and energy package by the December summit, the ambassador said, noting that her country was fully supportive of the current proposals. There was only one Czech objection concerning the 100 percent auctioning of allowances in the power sector in electricity for countries such as the Czech Republic who has 60 percent coal consumption in its energy mix. Such a move would make energy more expensive than in France or Belgium, the ambassador argued. Ms Vicenova was confident however that an agreement would be reached provided Eastern European countries won a "phasing in" for their coal consumption.

Secretariat Comments: Source: EU Observer
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5. European Commission presents Eastern Partnership 

On 3 December the European Commission presented its proposal for a new Eastern Partnership. According to the Commission, it represents a step change in the EU’s relations with Armenia, Azerbaijan, Belarus, Georgia, Moldova and Ukraine. The Partnership foresees an upgrading of the level of political engagement, including the prospect of a new generation of Association Agreements, far-reaching integration into the EU economy, easier travel to the EU for citizens providing that security requirements are met, enhanced energy security arrangements benefiting all concerned, and increased financial assistance. The EU proposes much more intensive day to day support for partners' reform efforts through a new Comprehensive Institution Building programme, and a new multilateral dimension which will bring partners together to address common challenges. The new Partnership includes new measures to support the social and economic development of the 6 countries, and five flagship initiatives that will give very concrete evidence of the EU's support. President José Manuel Barroso stated: “Only with strong political will and commitment on both sides will the Eastern Partnership achieve its objective of political association and economic integration. We need to make an even greater investment in mutual stability and prosperity. This will be quickly compensated by important political and economic benefits and will lead to more stability and security both for the EU and for our Eastern partners.” 

“The time is ripe to open a new chapter in relations with our Eastern neighbours” –Commissioner for External Relations and European Neighbourhood Policy Benita Ferrero-Waldner added. “Building on the progress of the last years we have prepared an ambitious and at the same time well-balanced offer. The security and stability of the EU is affected by events taking place in Eastern Europe and in the Southern Caucasus. Our policy towards these countries should be strong, proactive and unequivocal. The EU will continue with the successful approach of tailor-made programmes on a new scale and add a strong multilateral dimension. It remains our principle though that progress must go hand in hand with reform efforts by our partners, but this new package also offers more intensive assistance to help them meet their goals."  The texts of the document can be found here.
Secretariat Comments: Source: European Commission Press Service
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6. European Commission creates Energy DG 

On 3 December the European Commission’s President Barroso announced the creation of Energy Directorate-General (energy is currently twinned with transport) in order to respond to global challenges and better address an important policy area for the Commission. Together with this change, the Commission has taken upon a proposal from President Barroso and Vice-President Kallas, a number of decisions in order to implement its mobility policy for senior staff. Since the start of this Commission, this is the third mobility package involving Directors-General and Deputy Directors-General or equivalent, after major packages in November 2005 and November 2006. This package deals with the mobility of senior managers at Director-General or equivalent level who have reached, or will soon reach, five years or more in their present job. The Commission reaffirms the principle that all senior staff serve between two and five years in a single function, with a maximum of seven years. Further decisions on senior management mobility will be taken in 2009. Five Directors-General (DG), seven Deputy Directors-General (DDG) and two Heads of Delegation are being transferred. In addition, five other posts at Director-General or equivalent level will be filled after publication of vacancy notices, with four of those vacancies being published internally and one externally for applicants only from Estonia, Lithuania, Latvia, Malta, Bulgaria and Romania (i.e. the countries for which recruitment targets at this level have not been reached yet). The detailed information regarding the appointments can be found here.
Secretariat Comments: Source: European Commission Press Service
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7. European Council extraordinary meeting in Brussels

On 11-12 December European Council gathered in Brussels. This was its third meeting organized under the French Presidency, an extraordinary council having been convoked on 1 September following the conflict in Georgia. The Summit highlights were the following: 

Climate change: New structure for emissions trading scheme agreed. Countries with energy sectors that rely on coal for more than one-third of their energy and whose per capita income is less than half the EU average get free permits equal to up to 70 percent of their average annual emissions from 2005-2007, dropping to none free by 2020. A solidarity fund will transfer funds to carbon-heavy states to help them move swiftly to lower-carbon economies. In an effort to persuade heavy industry to remain in Europe, companies will be able to buy a higher portion of cheaper emissions offsets from developing countries to help meet EU targets. Some emissions allowances (300 million) will be earmarked for carbon capture and storage (CCS) technology.

Economic package: Understanding reached that the EU will invest the equivalent of "around" 1.5% of its gross domestic product – roughly €200 billion – into the economy. No binding obligations. Agreement that national steps: must be limited in time, targeted at sectors worst affected by crisis and most important for economy (e.g. automotive and construction); can include increased public spending, cuts in taxes or social security contributions, aid for companies and poorest households; emphasis on structural reforms under Lisbon strategy. EU-level actions: increase in European Investment Bank funds of €30 billion in 2009-10 for small- and medium-sized businesses, renewable energy and clean transport, especially automotive industry; frontloading of money from EU structural and cohesion funds and faster implementation of programmes; boosting investment in a number of sectors including broadband internet, especially in rural and remote areas; additional action to support employment including reducing non-wage labour costs; speeding up of use of European Globalisation Adjustment Fund; possibility of reduced VAT rates for labour-intensive services and tax incentives for green products and services; two-year exemption from need for EU need for state aid up to €500,000;  cutting length of tendering period for public procurement projects from 87 to 30 days.

Treaty of Lisbon: Ireland commits itself to a second referendum by the end of the term of the current European Commission (October 2009). In exchange, EU will provide Ireland with legal guarantees addressing its concerns about neutrality, family issues, taxes and the principle that each member state should have a right to a national commissioner.

Enlargement: Once the Treaty of Lisbon has been ratified, the guarantees provided to Ireland will be attached as a protocol to the treaty granting accession to the next member of the EU. 

Secretariat Comments: Source: Various press sources
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Economy

8. Slovakia adopts Euro

On the 1st January the euro is to be introduced in Slovakia. The number of EU Member States using the single European currency is to increase to 16. Citizens will be able to withdraw euro cash from ATMs all over Slovakia and to use it for daily payments.  Following the adoption of the euro by Slovakia, Národná banka Slovenska will become a full member of the Eurosystem, the central banking system of the euro area, which comprises the ECB.
Secretariat Comments: Source: European Central Bank and press sources
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9. IMF lowers forecast for Ukraine’s 2009 GDP  growth rate
The International Monetary Fund has lowered the forecast for Ukraine's GDP in 2009 from 2.5% growth rate to a 5% decline. In early October the International Monetary Fund lowered its forecast December-on-December inflation rate in Ukraine in 2009 from 13.4% to 14.7%, its forecast average annual inflation rate from 15.7% to 18.8%, and its forecast GDP growth rate from 4.25 to 2.5%.

Secretariat Comments: Source: Ukrainian News
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10. EU to provide Eur 1.7 bln to Ukraine for mitigating effects of financial crisis
The European Union intends to provide EUR 1.7 billion to Ukraine for mitigating the effects of the global financial crisis. France's Ambassador to Ukraine Jacques Faure announced this at an event related to the conclusion of France's presidency of the European Union. According to Faure, France's President Nicolas Sarkozy announced this intention in an address at the European Parliament in Strasbourg (France) on December 16. Faure said that the money was raised by the 27 member-countries of the European Union. "It will be used mainly to support the banking sector and industrial production in Ukraine," Faure said. He added that the Ukrainian authorities would make concrete decisions on how and where to use the money.

Secretariat Comments: For Information Only
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11. Fitch expects worsening of solvency of Ukrainian energy sector in 2009
The Fitch international rating agency has predicted worsening of the solvency of the Ukrainian fuel and energy sector in 2009. "Fitch Ratings says in a report that the credit outlook for the Ukrainian energy and utility sector during 2009 is negative," the agency’s statement reads. According to Fitch, the outlook is negative because of a funding crisis in the state-controlled power generation sector, downward pressure on regulated tariffs due to a severe recession, restricted access to bank lending and debt capital markets, and continued turmoil at the Naftohaz Ukrainy national oil and gas company. The report assesses the impact of a major shortfall in power generation investment, which has not materialised despite rising tariffs. "This critical lack of investment is likely to forestall market liberalisation and generate erratic electricity sector policy. Fitch expects an economic recession in Ukraine in 2009 to drive down power demand, providing only temporary respite to falling capacity reserve margins," the statement reads. According to Fitch, the risks of liquidity and refinancing risk to remain high for the Ukrainian energy and utility sector through most of 2009, as foreign banks and markets remain effectively closed to Ukrainian issuers. Any energy companies with foreign currency denominated debt but largely hryvnia-based earnings will experience particular difficulty due to a currency crisis affecting the hryvnia that has led to restrictions in the availability of foreign exchange, according to Fitch. In the opinion of Fitch, the Naftohaz Ukrainy national oil and gas company will continue to confront major challenges in 2009, including a lack of transparency, potentially insufficient state subsidisation for its loss-making residential business, higher import prices, accumulating gas payables and restricted access to external financing. Meantime, Fitch continues to view the Naftohaz Ukrainy national oil and gas company as an important strategic asset for the Ukrainian government and factors state support into the company's rating. Ukrainian energy and utility entities rated by Fitch include the Naftohaz Ukrainy national oil and gas company and Donbas Fuel and Energy Company (DTEK, Donetsk) Holdings Limited. Fitch in October 2008 downgraded Naftohaz Ukrainy's foreign currency and national currency rating from B+ to B. In September 2008, Fitch confirmed the rating of the Donbas Fuel and Energy Company: the long-term B+ rating, the short-term B rating, and AA-(ukr) on the national scale and improved the outlook for ratings of the corporation from stable to positive.

Secretariat Comments: Source: Ukrainian News
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12. The World Bank improves 2009 inflation forecast for Ukraine
The World Bank improved its inflation forecast for Ukraine to 13.6% from 15.3% for 2009 (December to December), WB economist in Ukraine Ruslan Piontkovskyi has announced to news reporters. The World Bank in July worsened the Ukrainian inflation forecast for 2009 (December on December) to 15.3% from 13%.

Secretariat Comments: Source: Ukrainian Journal
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13. Ukraine’s real GDP down 14.4 in November

Ukraine saw real GDP plummet 14.4% in November following a decline of 2.1% in October, the State Statistics Committee said on 15 December. The drop in GDP in November resulted in overall GDP growth in the first 11 months of 2008 slowing to 3.6% from 5.8% in the first ten months.

Nominal GDP totaled UAH 875.376 billion in January-November 2008, including UAH 75.38 billion in November (UAH 85.101 billion in October).
Secretariat Comments: Source: State Statistics Committee of Ukraine
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Energy and Environment
14. European Commission to re-open financial framework to fund energy 

On 10 December the European Commission has proposed to revise the EU financial framework to source the €5 billion required by the Economic Recovery Plan for trans-European energy interconnections and broadband infrastructure investment. The money will help improve energy supply security and boost the number of faster internet connections in the EU-27. The proposal uses part of the financial margins available in the EU budget under agriculture for 2008 and 2009 and shifts them to the budget heading for Competitiveness for Growth and Employment in 2009 and 2010. This means using funds that would otherwise remain unspent, while staying within the overall ceiling of the EU budget. The proposal does not change the total amount set out in the 2007-2013 financial framework, nor does it compromise spending for agriculture. The next step is to reach an agreement with Council and European Parliament. Dalia Grybauskaitė, EU Commissioner for Financial Programming and Budget, called on Council and Parliament to endorse the proposal without delay: "Today's proposal is about creating a more competitive, low-carbon economy, putting a much needed €5 billion into European energy interconnections and faster internet, helping to boost economic recovery in the EU. I am confident that Council and the European Parliament will rise to the challenge and make the necessary funds available by the end of this year so that work on the ground can start as quickly as possible".
Secretariat Comments: Source: European Commission Press Service
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15. European Parliament seals climate change package
After eleven months of legislative work, the European Parliament on 17 December gave its backing to the EU's climate change package which aims to ensure that the EU will achieve its climate targets by 2020: a 20% reduction in greenhouse gas emissions, a 20% improvement in energy efficiency, and a 20% share for renewables in the EU energy mix. The package also contains a clear offer to go further and commit to a 30% cut in the event of a satisfactory international agreement being reached. The vote is a historic agreement on long-term binding emission reduction targets for all sectors of the economy. No other group of countries anywhere in the world has agreed on similar targets in the run-up to 2020.
Binding targets for Renewable Energy
The Directive sets legally binding targets for each Member State, in order to reach our EU target of a 20% share of renewable energy in 2020. It creates cooperation mechanisms so that we can achieve the targets in a cost effective way. It removes administrative barriers and other burdens, confirms the 10% target for renewables in transport and, in a world first, fixes biofuels sustainability criteria to ensure that we only support biofuels that have no negative environmental impact.

A more ambitious Emissions Trading System
The extended EU Emissions Trading System (EU ETS) is the world's largest greenhouse gas emissions trading system, and could now serve as the nucleus of a much larger global carbon market. The improvements mean that from 2013 an emissions cap will be set at EU level and cut each year to reach a 21% cut in 2020. The agreement will increase the level of auctioning in the system. Whereas there is an option for transitional free allowances that most new Member States could apply for, the rule for power companies will be that they have to buy allowances. Industry installations not subject to carbon leakage will be required to buy 20% of allowances in 2013 rising to 70% in 2020 and 100% in 2027. Operators at risk of carbon leakage that invest in the most efficient technologies will receive allowances for free in accordance with a benchmark based on best available technology. Overall, more than 50% of allowances will be auctioned from 2013, and the proportion will rise each year. The revised EU ETS allows the use of offset credits from outside the EU, but this amount remains below half of the reduction effort in order to ensure a sufficient level of emission reductions inside the EU.  Member States should now use at least half of their auctioning revenues on measures to combat climate change. 

A fair contribution from all Member States
The agreement also has implications for small-scale emitters in sectors including transport, buildings, agriculture and waste, which represent some 60% of total GHG emissions in the EU. By 2020, emissions from these areas are to be reduced by an average of 10% compared to 2005, shared out between Member States according to differences in GDP per capita. The agreement maintains the national targets for Member States, together with a linear legally binding trajectory for the period 2013-2020 with annual monitoring and compliance checks. Additional flexibility has been added to the trajectory. 

A framework for carbon capture and storage (CCS)
A Directive on geological storage of CO2 provides a legal framework to manage possible environmental risks and liability issues. The reinforced carbon market will provide a long-term incentive for investment, while up to 300 million allowances in the new entrants reserve under the EU ETS will be made available to stimulate the construction and operation of up to 12 commercial demonstration projects to capture and store CO2, and for innovative renewable energy demonstration technologies in the EU.

Binding targets for emissions from the new car fleet
Agreement was also reached on the proposal to set emissions standards for new passenger cars which is an important tool to assist Member States in meeting their emissions targets in the non-ETS sectors. The new legislation (along with complementary measures such as the fuel quality directive) will set binding emissions targets to ensure that emissions from the new car fleet are reduced to an average of 120g CO2/km. Although the agreed legislation provides for a phasing-in of the targets over the period 2012 to 2015 the overall ambition level of the Commission's proposal is maintained through the setting of a stringent long-term target of 95g CO2/km by 2020. This proposal will on average contribute about one third of the reductions required from the non-ETS sectors.

The agreement on the fuel quality Directive will place an obligation on suppliers to reduce greenhouse gases from the entire fuel production chain by 6% by 2020. A review in 2012 will consider increasing the ambition level to 10% greenhouse gas reduction by 2020 through the inclusion of international projects, carbon capture and storage as well as electricity for cars.

A message to the rest of the world 
The adoption of the package means that the EU now has a strengthened set of far-reaching legislative tools to share with the rest of the world. The next step will be the technical implementation of today's agreements including the establishing of rules for auctions, the determining the benchmarks for free allocations and preparing regulations on reporting. Further adjustments will also be needed when an international agreement on climate change is reached in Copenhagen in 2009. The revisions render the EU ETS fit to go global and constitute an important building block for the establishment of a truly global carbon market.

Secretariat Comments: Source: European Parliament and European Commission press services
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16. Naftogaz holds talks with Commissioner Piebalgs

Ukraine’s Naftogaz CEO Oleh Dubyna and his first deputy Ihor Didenko on 18 December met in London with EU Energy Commissioner Andris Piebalgs. The European Union has already expressed its concern over another escalation of Russian-Ukrainian gas relations and the absence of contracts on gas supplies in 2009. At the meeting Ukraine assured the European Union that continuous gas deliveries will be secured regardless of a compromise in the bilateral gas dispute. European Energy Commissioner Andris Piebalgs welcomed this according to Spokesman for Energy Ferran Tarradellas Espuny, commenting on the results of a meeting between Piebalgs and the Naftogaz Ukrainy head. "Both parties promised that if deliveries to Ukraine are cut, gas transit to Europe will not stop," Espuny said, noting that "the commissioner thinks this a good news." Speaking about Russia's position, Espuny said that an early warning mechanism in the energy dialogue was activated at Moscow's initiative in order to inform about differences between the Russian and the Ukrainian sides. The parties also informed Piebalgs that they have yet to reach an agreement in the gas dispute. "The Commissioner called on both parties to find a compromise which would suit both parties," Espuny said. Commenting on Russia's risk-assessment letter, which was earlier announced by Gazprom representatives, the spokesman said that it would be sent through the early warning mechanism. "We have not received the letter so far, but they informed us that they will send it," Espuny said.
Secretariat Comments: Source: Kyiv Post, 19.12.2008 (contributed by Interfax: Ukraine)
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17. Gazprom offers Poland direct gas deal

Gazprom has offered to revise intergovernmental agreements for Poland to allow for direct gas supplies to the country and bypass RosUkrEnergo, deputy chairman of the gas giant's management committee Alexander Medvedev told a news conference on 18 December. He observed that the current agreement with Poland involves RosUkrEnergo, and faced with the possibility of excluding RosUkrEnergo from the gas supply chain to Ukraine, Poland has become wary of its own prospects. Medvedev stressed that no final decisions regarding RosUkrEnergo had been made so far, but nevertheless suggested a direct way for Poland to have a guaranteed source of gas. He added, however, that despite this proposal coming from the highest-ranking officials, Poland had not yet made any moves.

Secretariat Comments: Source: RosBusinessConsulting
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18. Russia to face criticism from OPEC

Russia, the world’s top gas exporter, hosted on 23 December the founding of a formal gas producers’ group but faced criticism from OPEC for refusing to join in cutting oil output to support energy prices. With Prime Minister Vladimir Putin presiding, energy ministers from 12 gas exporting countries, many of them OPEC delegates, met to create a new gas group that they said could benefit consumers and would not control output or prices. The event, partly meant to increase Russia’s clout in global energy diplomacy, did not go smoothly for Moscow. Concerns about falling prices and flagging demand quickly surfaced as country representatives said Russia should have sacrificed some of its own output to back up President Dmitry Medvedev’s promise to support OPEC oil production cuts. The Kremlin’s critics said an important way to help gas prices is to bolster the oil price, which they reflect. “We needed to redress the situation to the market of oil so as to redress the situation in the gas market,” Libya’s top oil official, Shokri Ghanem, told the ministers. “We are still waiting for a declaration from the Russian Federation that they are cutting their (oil) production not only to support the (oil) market, but also to support the gas market”, Ghanem said. Russia, which is also the world’s No. 2 oil exporter, has said it is considering all options, including joining the Organization of the Petroleum Exporting Countires, to defend its national interests. However, it did not make any firm pledges when OPEC ministers, meeting in Oran in Algeria, agreed their deepest production cuts of 2,2 million barrels per day. OPEC’s president Chekob Khelil told Reuters on the sidelines of the meeting that Russia had enjoyed the benefit of OPEC’s cuts without sharing the pain. “If there was no OPEC reduction in September and October, I think we would have seen prices today at maybe $20 (per barrel). So it was because of OPEC that revenues for Russia were at $40 now, not at $20”, Khelil said.  
Secretariat Comments: Source: Various press sources
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19. European Commission ready to grant Eur 70 mln to Ukraine
The European Commission is ready to render Ukraine the following year a budget support for the development of energy effectiveness domain to the tune of EUR 70 million. This follows from a statement of the National Agency on Effective Use of Energy Resources. According to the statement, Hans Rhine, the head of the third section of assistance programs (energy saving and renewable sources) of the Delegation of European Commission to Ukraine, informed Ihor Cherkashyn, the national agency head, that the funds would be directed on condition of implementation by Ukraine's Cabinet of Ministers encounter obligations, for instance decreasing of showing of energy intensity of GDP for the fixed period. It is planned that financing will be implemented according to the showings determined by a joint workgroup of representatives of the European Commission, the National Agency on Effective Use of Energy Resources, Economics Ministry, National Commission on Regulation of Electric Energy Industry, Finance Ministry.

The head of the National Agency on Effective Use of Energy Resources, in his turn, assured representatives of the European Commission in an interest to deepen cooperation. Within the frames of agreements issues of holding a joint seminar into development and introduction of energy standards, regulation of expenses of fuel and energy resources as well as creating a system of monitoring of energy consuming are to be tackled within nearest time. On November 19, the Cabinet of Ministers approved the concept of the state earmarked economic program on the energy efficiency for the period of 2010-2015. Ukraine is one of the world's most energy-consuming countries.
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Industry
20. Poland agrees with IUD on allocation of financial aid
The Polish State Property Ministry has agreed with Donetsk-based Donbas Industrial Union corporation on allocation of the financial aid of PLN 150 million (about EUR 38.636 million) to Gdansk Shipyard to repay its debts, the Polish State Property Ministry said this in the report.

In accordance with the report, the additional financial assistance will allow the parties to hold the restructure the Gdansk Shipyard in a line with the requirements of the European Commission.

The aid will allow the DIU to guarantee retention of the jobs at the plant and also provide the ship building activity at the level of 22,000 tons of metalworking a year. The parties urged the Polish industry development agency to hold the monitoring of implementation of the agreement.

The ministry said that the program adapted taking in account the signed agreement would be sent to the European Commission on December 5. On December 4, the Narodowy Bank Polski set the euro-zloty exchange rate at the 3.8824 PLN/EUR. The Donbas Industrial Union, a Donetsk-based concern, expects the government of Poland to provide PLN 150-200 million (about USD 50-65 million) for restructuring the Gdansk shipyard, which the concern owns. On October 24, the government of Poland started debating a plan for restructuring the Gdansk shipyard alone as an alternative in case the European Commission does not approve a joint plan for restructuring the Gdansk and Gdynia shipyards. The joint plan for restructuring the Gdansk and Gdynia shipyards that was sent to the European Commission in September provided for investments totaling EUR 110 million by the year 2020, out of which EUR 90 million was to be invested in development of the Gdansk shipyard.
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21. Finnish Wartsila opens office in Odesa
The Wartsila company, Finland, opened an office in Odesa on the week starting from December 15, the company said this in the report. The opening of the office was stipulated by the increased demand for sea and land energy units in Ukraine. The staff of the new office is formed of eight managers. Opening the office, the Wartsila company intends to raise the sales of its products in Crimea, Mariupol and Kyiv. Wartsila said that with its office in Odesa, the company will be able to immediately respond to requests of the clients. The Wartsila company is an engineering enterprise engaged in production of vessel engines, screws, insulators and controlling systems. The company was founded in 1834. It has its offices in 70 countries. The head office is based in Helsinki.
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22. LAZ Holding won EUR 34 mln contract to supply 300 city buses

LAZ Holding, which includes Lviv Bus Plant, has signed a contract for the supply of 300 City LAZ city buses over five years. LAZ spokesperson Elena Muliak told Interfax-Ukraine on 15 December that the value of the contract signed in the fall 2008, which comes into effect from 2009, is EUR34 million. "Due to the fact that in the next years Ukraine does not foresee large-scale upgrade of municipal transport, we'll reorient on supplies to Asian, African countries and Europe," Muliak said.
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23. Finnish Ruukki to open construction materials plant in Kyiv region

Finnish company Ruukki intends to open in Kopyliv, Makariv district, Kyiv region, a complex for the production and storage of roofing materials, shape, lining and sandwich panels in March 2009, Kateryna Denysenko, head of the company’s marketing department, told Ukrainian News. The plant is going to become the company’s fifth in Ukraine. «The plant has been already built, but we wish the line for the production of sandwich panels to be launched, as now it needs fettling. That is why we decided to wait until it starts working, and put the plant into operation in early March,» Denysenko said. She added that a number of modern plants were also built in Europe, and some of the old ones were closed. In connection with the shutdown of obsolete plants in Europe, their personnel was reduced. But Denysenko noted that there were no and are not planned any layoffs in Ukraine. Earlier the company planned to launch the enterprise in September. The production will consist of 20 lines, the total square of the production and storage complex being 13,000 square meters. The design capacity of the sandwich panel production line will be 1.5 million square meters a year. Investment into the project reached about EUR 15 million. Ruukki has 20 trade affiliates in Ukraine, as well as four functioning plants for the production of construction materials. The company specializes in the production of metal, metalware, as well as supply of metal components, systems and complex solutions for construction industry and machine building.
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24. EBRD grants USD 50 Million to Ukreximbank
The board of directors of the European Bank for Reconstruction and Development (EBRD) decided on December 16 to allocate USD 50 million to one of Ukraine's largest State Export and Import Bank (Ukreximbank) for loans in energy saving projects for small and medium businesses. "We are proceeding with our energy saving programme, extending its first part," the EBRD spokesman said.

The agreement has been concluded within the framework of the programme with the budget of EUR 100 million, and targeted at cooperation with financial institutions in energy efficiency and renewable energy projects that was approved by the EBRD board of directors in early October 2006. Target customers of energy efficiency and renewable energy programmes are private companies that will have an opportunity to obtain subsidiary loans worth up to USD 5 million from the banks participating in the projects. In April 2007, the European Bank for Reconstruction and Development provided about USD 50 million to Ukreximbank as loans for energy saving projects and solving the problem of inefficient use of energy recourses in Ukraine. On October 18, 2006 the EBRD board of directors decided to give EUR 100 million to Ukrainian Banks for subsequent crediting of energy efficiency projects.

Secretariat Comments: Source: Ukrainian News
Keep an eye on this 

Yes    □
No    □

Further action needed 

Yes    □
No    □

Member comments:

25. Commerzbank to increase its shares in Forum Bank
Commerzbank (Germany) intends to increase its shares in the Forum bank, one of the major banks in Ukraine, to 75% by the year 2012. Wilhelm Nuse, the deputy head of the Forum bank’s supervisory board, announced this to journalists. According to Nuse, Commerzbank plans to acquire an additional 155 stake in the Forum bank in the next three years. Commerzbank presently owns a 60% stake plus 1 share in the bank. Nuse also said that Commerzbank has provided USD 700 million to the Forum bank in the past month in the form of deposits, credit lines, and refinancing. The Forum bank ended the January-September period of 2008 with a profit of UAH 68.924 million after ending the entire 2007 with a profit of UAH 52.582 million. The net assets of the bank were valued at UAH 16,537.3 million, its loan portfolio at UAH 12,366.4 million, and its equity capital at UAH 1,918.1 million as of October 1, 2008. Commerzbank (Germany) owns a 60% stake plus 1 share in the Forum bank. Businessman Leonid Yurushev previously controlled the Forum bank.
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26. Wicor Holding AG opens credit facility to Malyn Paper Factory

The Wicor Holding AG, Switzerland, has opened the credit facility worth EUR 10 million to the Malyn Paper Factory open joint-stock company, Zhytomyr region, the factory said this in the report.

The credit facility was opened on December 2 until December 31, 2013. The first tranche worth EUR 2 million was received on December 2. The funds are to be channeled for purchase of equipment and works on modernization of the paperboard producing machine. Malyn Paper Factory ended 2007 with a net profit of UAH 10.5 million. According to Stock Market Infrastructure Development Agency, by the end of 2006, 94.597% stake in the factory belonged to Wicor Holding AG (Switzerland). The factory issues electric insulating paperboard, paper for foodstuff and laminating, toilet paper.
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Agriculture

27. Export of Ukrainian wheat keeps breaking records
In spite of the hurdles – the reintroduction of import duties in the EU and the interdiction from tenders in Egypt (because of the discontent with the quality, ed.), the export of Ukrainian wheat in November once again exceeded 1 mln tons and became the third result in the grain trade of Ukraine, after those recorded in September and October.  In the opinion of analysts, this is the weakened hryvnya that maintains exports of Ukraine more effectively than any other factor does. And since the Ukrainian currency is losing its weight at a higher rate as compared to the ruble, it further enhances the chances of Ukrainian exporters against their Russian competitors, as well.
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28. Ukraine asks EU to lift restrictions on imports of Ukrainian grain
According to Ukraine’s First Vice Prime Minister Turchynov, Ukraine has requested the European Union to cancel its restrictions on imports of Ukrainian grain. "We have sent a corresponding letter about grain [imports to the European Union]," Turchynov said on 22 December. According to Mr. Turchynov, Ukraine has given no grounds to the European Union for imposing restrictions on imports of Ukrainian grain. Turchynov said those restrictions on the imports of Ukrainian grain are inadmissible in the conditions of Ukraine's membership of the World Trade Organization. The Ukrainian Grain Association on December 17 said the Ministry of Foreign Affairs should step up its work on search of channels of sale of Ukrainian grain, The Ukrainian Grain Association urged the Ministry of Foreign Affairs to pay its special attention to the virtual bans by member states of the European Union on imports of Ukrainian grain to the member states. The European Union has increased import duties on grain in the light of large offer of grain in the member states of the European Union.
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Transport

29. Wizz Air launches London-Kyiv flight
The Wizz Air Hungary airline (Hungary) has launched a scheduled passenger flight on the route London-Kyiv since December 17, the airline’s press service told journalists. «The plane departed from Boryspil airport on December 17 at 6:40 p.m. and landed in London at 8:10 p.m. local time according to the schedule,» the press service said. The airline will perform three flights a week in December and four flights a week as of January 2009. The minimum one-way ticket costs 29 pounds or UAH 299 including taxes and airport dues. The extra tax of forty pounds will be put on the flight departing from London to Kyiv. UAH 9 tickets are available for the flight within January 12 to March 29, 2009 including all taxes and dues. They can be booked between December 15 and December 21. Wizz Air operates flights from Poland, Hungary, Bulgaria, Croatia, and Romania to over 100 destinations in Europe. The Wizz Air Hungary airline provides passenger carriage on Airbus A320 aircraft.
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Construction

30. French operator signs deal to build 25 hotels in Ukraine by 2012
France's Accor hotel operator has signed an agreement with Universal Investment Group, according to which the companies are to build 25 Etap two-star hotels with 2,800 rooms in Ukraine by 2012. "As the owner of buildings and land plots, Universal Investment Group will develop, finance and build hotels worth EUR100 million," said Accor.
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