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Trade Policy

1. July 2008: Ukraine’s exports were growing faster that imports 
According to the National Bank of Ukraine, in July 2008 for the first time in the whole history of making up the international balance of payments, the rates of growth in the country’s exports reached 79 per cent and thus exceeded the rates of growth in the imports by almost 15 per cent. As the monthly volumes of the Ukrainian exports came up to USD 7.7 billion, the negative balance of the merchandise trade virtually did not change in comparison with the previous year’s July.
Secretariat Comments: Source: National Bank of Ukraine
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Yes    □
No    □

Further action needed 
 
Yes    □
No    □

Member comments:

2. EU Ukraine trade turnover grows year after year
The European Union has updated the statistical data as to its trade relations with countries and regions of the world. In 2007, Ukraine claimed a position in the top twenty trading partners of the EU, having taken the 17th place in its merchandise trade, which was a significant progress as compared with 2006, when we were ranked 24th. However, the export of goods from the EU notably prevails, as Ukraine is ranked 14th as the importer and 25th as exporter into the EU. For Ukraine, the EU is the largest trading partner, as the trade turnover with the united Europe makes up 39.7 per cent of the total value of Ukraine’s foreign trade (Russia is in the second place with 23.6 per cent); in particular, the import from the EU comes to almost a half of the total value of the import – 45.6%, whereas the export to the EU is equal to 31 per cent of the Ukrainian export. 

Secretariat Comments: Source: European Commission web site
Keep an eye on this 
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3. Germany calls for boosting trade and economic cooperation with Ukraine
Germany calls for boosting of cooperation with Ukraine in trade-economic sector. German Chancellor Angela Merkel said this after the meeting with Prime Minister Yulia Tymoshenko. «We know we have potential in commercial relations,» she said. Besides, Merkel emphasized importance of financial cooperation between the two countries. The chancellor said that Germany intends to take part in reformation of housing and municipal economy in Ukraine. She said that Germany is strategically interested in Ukraine. Merkel arrived to Ukraine on Monday 25 August.

Secretariat Comments: Source: Ukrainian News
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4. UK calls on Ukraine to create stable conditions for investments

Britain calls on Ukraine to create stable conditions for foreign investments. British Ambassador Leigh Turner disclosed this in an interview to the Focus magazine. He said that over the recent years, Ukraine has shown considerable economic growth attracting interest of British investors.

However, he said that investors face a number of obstacles in Ukraine. «I should be honest with you, Ukrainian market is not a simple market for foreign companies,» the ambassador said.

He also said that British companies often complain of problems with timely payments and express insufficient confidence in the judicial system. «I think Ukraine should try to stabilize the investment environment,» Turner said. He also said that people responsible for decision at the national and local levels should do their best to retain Ukraine as the country attractive for investors.

At the same time, the ambassador said that large profits are connected with enormous risks.

Secretariat Comments: For Information Only
Keep an eye on this 

Yes    □
No    □

Further action needed 
 
Yes    □
No    □

Member comments:

5. Ukraine’s negative foreign trade balance in goods in January-July 

In January-July 2008, Ukraine’s imports of goods exceeded exports by USD 11,051.3 million, according to the country’s State Statistics Committee. In January-July 2008, the balance of trade in goods worsened by USD 5,939.9 million, compared to January-July 2007 (negative balance made up USD 5,111.4 million in January-July 2007). In January-July 2008, exports of goods made up USD 40,159 million, having increased by 46.6%, compared to January-July 2007. The imports of goods were USD 51,210.3 million, having increased in 1.6 times. In January-June 2008 imports of goods exceeded exports by USD 9,845.2 million. In 2007, imports of goods exceeded exports by USD 11,421.8 million. In 2007, the balance of trade in goods worsened by USD 4,751.2 million, compared to 2006 (negative balance made up USD 6,670.6 million in 2006).

Secretariat Comments: Source: Ukraine’s State Statistics Committee
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European Union

6. Commissioner Rehn: Ukraine could be next Russia’s target
The European Union should clearly signal its support for Ukraine's future membership to prevent it from becoming Russia's next target, EU Enlargement Commissioner Olli Rehn said on 27 August.

"Ukraine could be the next target of political pressure by Russia, whose doctrine on its nearby neighbours is reminiscent of sphere politics," Rehn said in a speech to Finnish ambassadors.
"It is important from a stability point of view that the EU sends a clear political signal that Ukraine's integration into the Union is possible if the country continues goal-directed promotion of reforms in line with European values." He stressed that discussions on Ukraine's membership were not "topical" right now, but "we should not say 'never' to Ukraine." Rehn added that the pace of Ukrainian reforms could decelerate if it did not see EU membership as an option. The Georgian conflict served as a reminder that the EU's biggest foreign policy challenge was its relations with its important business partner Russia, he said. "But we have to acknowledge that Russia used military force against its sovereign neighbour and threatened its democratic government. Russia also cannot stand the idea that NATO would expand to its southern neighbours, so it purposely created tension in the region," he said. Earlier 27 August, French Foreign Minister Bernard Kouchner said Russia could have its sights set on Ukraine and Moldova after recognising the independence of South Ossetia and Abkhazia. He said such plans would be "very dangerous." Some analysts speculate that Russian troops might target the southern Ukrainian region of Crimea if President Viktor Yushchenko continues to openly support Tbilisi in the Georgia-Russia conflict and continues to push for NATO membership.

Secretariat Comments: Source: EU Business
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7. EU Commissioners speak about EU Ukraine relations 

Prior to the EU Ukraine Summit that took place in Paris on 9 September, European Commissioners unveiled their views on the EU Ukraine relations in the light of the meeting. 

President Barroso said:

"At the present time, the EU and Ukraine must deliver on their very strong and shared commitment to deepen their relations and to strengthen their ties by finalizing an Association Agreement. This agreement, which will require serious efforts from both sides, will bring real benefits for all our citizens."

Benita Ferrero-Waldner, Commissioner for External Relations and European Neighbourhood Policy added: 

“A year ago we could not have expected negotiations on the new agreement to have come so far. We have provisionally closed chapters on political dialogue, foreign and security policy, justice, freedom and security and a vast majority of issues on economic cooperation. The launching of a visa dialogue with the long term perspective of establishing a mutual visa-free regime between the EU and Ukraine is another clear sign of our genuine and practical commitment to furthering our relationship with Ukraine. Yet, for this deepened cooperation to fully succeed and to be of maximum benefit to the citizen political stability in the Ukraine is paramount.” 

Peter Mandelson, Commissioner for External Trade commented: "A deep and comprehensive free trade agreement is at the heart of the accord that the EU and Ukraine are striving for. This is not just about accelerating our trade and investment flows. It is a mark of Ukraine's continuing political and economic integration into the global economy, and deep partnership with the EU." 

Immediately after the summit, Marek Siwiec MEP commented that the timing of the tripartite dispute the week before between Yuschenko, Tymoshenko and Yanukovich had been unfortunate, as it had pulled the carpet from under the President’s feet and weakened his negotiating position.
Secretariat Comments: Source: European Commission Press Service, and discussion with Marek Siwiec MEP
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8. EU Ukraine summit in Paris
During the EU – Ukraine summit that was held in Paris on 9 September Ukraine took a step toward closer ties with the European Union but failed to win a pledge of membership in the bloc.

French President Nicolas Sarkozy, whose country holds the EU presidency, said an association agreement between Ukraine and the EU would be reached next year, laying the groundwork but not guaranteeing entry in the bloc. "This association accord does not close any avenues," Sarkozy said at a joint news conference with Ukrainian counterpart Viktor Yushchenko at the Elysee presidential palace in Paris. "It is the maximum that we could do and I believe that it is already an essential step," he said. The 27-nation EU is divided on whether to invite Ukraine to join the bloc, with France and Germany expressing reservations while Britain, Poland and the Baltic states lobbied for its eventual membership. Members of the European Parliament (including Messrs Tannock and Beazley) have expressed disappointment that the Council was unable to go the extra mile for Ukraine at this point in time. The Association Agreement will replace a Partnership and Cooperation which has been in force since 1998. The agreement covers four primary areas of activity: (i) political dialogue and foreign and security policy; (ii.) justice, freedom and security issues; (iii.) economic and sectoral cooperation and (iv.) the establishment of a deep and comprehensive Free Trade Area. Furthermore, the summit saw the launching of a visa dialogue with the long term perspective of establishing a mutual visa-free regime between the EU and Ukraine. Since the start of negotiations in 2007, nine negotiating rounds have been conducted. Provisional agreement has been reached on all the first two areas and on the majority of issues concerning economic and sectoral cooperation. Talks on a Free Trade Area will continue into 2009 as negotiations only began once Ukraine had joined the World Trade Organisation in May. The most optimistic scenario is that the FTA negotiations could be concluded by September 2009. Three rounds of talks have already been held, and the next round in October will require both sides to submit their tariff reduction proposals; the EU side is uncertain whether Ukraine will prepare their offer in time, and this will to some extent serve as an indicator of how long the talks may last, as it will set the pace for subsequent rounds.  On completion, the FTA is intended to be a deep and comprehensive agreement covering 95% of all EU-UA trade (including agriculture) which will lead to a gradual integration of UA with the EU internal market.
Secretariat Comments: Source: Press sources, and discussions with EU negotiator Ewa Synomiec
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9. Sarkozy: EU backs Ukraine’s territorial intergrity
Ukraine's territorial integrity is "non-negotiable", French President Nicolas Sarkozy said on 9 September  following an EU-Ukraine summit overshadowed by the Georgia conflict. "You asked me a question about the territorial integrity of Ukraine," Sarkozy told a joint news conference with his Ukrainian counterpart Viktor Yushchenko. "In the eyes of Europe, it is absolutely non-negotiable," he said. Sarkozy, whose country holds the EU presidency, hosted the summit with Yushchenko, who was hoping to win a stronger commitment for eventual membership in the 27-nation bloc. Ukraine sees membership in the European Union and NATO as key to anchor it to Europe -- and away from Moscow's orbit, following the conflict last month between Georgia and Russia. Sarkozy, who brokered a ceasefire accord that ended the fighting, cautioned that Russia had not given any indication that it could target Ukraine, home to a large ethnic Russian minority and to the Black Sea fleet which is based in the Crimean port of Sevastopol. "In the discussions that we held yesterday in Moscow, there was nothing that would allow me to think that this was a problem," said Sarkozy.

For his part, Yushchenko urged the EU to take action to promote stability in the region, saying that the Georgia-Russia conflict "showed that the Black Sea region lacks an adequate security mechanism."

Secretariat Comments: Source: EU Business
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10. Commissioner Mandelson leaves his post 

Peter Mandelson is set to leave his post as European commissioner for trade to return to London to take up a ministerial post.  This is Mandelson's third stint in the UK cabinet. On both previous occasions, he resigned, first – in 1998 – after he failed to declare that he had taken an interest-free loan from a parliamentary colleague and, the second time, in 2001, following allegations that he sought to fast-track an application for citizenship by an Indian businessman.  In 2004, the then UK premier, Tony Blair, despatched Mandelson, a key ally and personal friend, to Brussels to serve as the UK's commissioner.  In his role as trade commissioner, Mandelson has occasionally clashed with national leaders, most prominently in recent times with French President Nicolas Sarkozy, who claimed this June that Mandelson's attempts to liberalise trade were the primary reason why Irish voters rejected the EU's reforming Treaty of Lisbon on 12 June.  Mandelson takes up a post as secretary of state for business, enterprise and regulatory reform, a position that gives him a role in dealing with the current financial crisis. The UK Government has nominated Baroness Ashton to replace Mandelson; she has no experience of Trade Policy. Geoff Hoon is known to covet the job of Commissioner, but Labour cannot afford to release him from the cabinet, as this would expose them to a local by-election. The Barroso Commission is due to step down next year and it is unlikely that Ashton will be re-appointed; Barroso has given his blessing for Ashton as a replacement for Mandelson (under the terms of the Lisbon Treaty, the appointment could be approved by him) but technically, the appointment should be approved under Article 215 of the Nice Treaty. Logically, the Conservatives should be pushing Labour to let them choose who should be UK Commissioner when the appointments come up for nomination next year.
Secretariat Comments: For information only.
Keep an eye on this 

Yes    □
No    □

Further action needed 

Yes    □
No    □

Member comments:



Economy

11. Standard & Poor improves outlook of Ukraine’s GDP growth for 2008
International rating agency Standard & Poor's improved its outlook of Ukraine's gross domestic product growth to 6.5% from 5.4% for 2008, according to the agency’s statement. The forecast for 2009 is 2.5%, for 2010 it is 4.4%. The statement also says that the agency may upgrade or downgrade Ukraine's ratings. "If the country authorities manage to take more effective anti-inflation measures, including reduction of nominal increase in current expenses and limiting dollarisation of bank assets, the ratings may be upgraded," the statement reads. In case of instability of the political cycle and still pursuing the inflation budget policy, the ratings may be downgraded. Apart from this, the agency anticipates the level of average annual inflation at 27% in 2008, 21% in 2009, and 11.6% in 2010. According to the statement, the deficit of the 2008 consolidated budget will make up 1.2% of GDP, 2.9% in 2009, and 4.5% in 2010. S&P forecasts deficit of Ukraine's current balance at more than 9% of GDP in 2008 and 12% in 2009.

Secretariat Comments: For information only.
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12. Ukrainian Economy Ministry predicts 6% growth in 2009 
The Ukrainian Economy Ministry predicts that the country will see a 6% GDP growth and 9.5% inflation in 2009. The ministry estimates the nominal GDP in 2009 at UAH 1,267.269 billion.

The inflation of 9.5% implies an index of December 2009 against December 2008.

According to the Economy Ministry, direct foreign investment in Ukraine will grow by USD 10.5 billion in 2009, the spending of the economy for wages will make UAH 445.7 billion, an average wage will be UAH 2,472 a month, the average annual population will be 45.9 million, including 20.8-20.9 million of employed people. The Economy Ministry had agreed the macroeconomic forecasts with the Finance Ministry. Ukraine saw inflation of 0.8% in June and 15.5% in January-June.

The inflation in 2007 was 16.6%. The Economy Ministry predicts that the inflation will cut to 5% in 2012.

Secretariat Comments: Source: Ministry of Economy of Ukraine
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13. Ukraine’s GDP up by 10.9% in August compared to August 2007

In August, the real GDP grew by 10.9%, compared to August 2007 to UAH 97.832 million, the Ukraine’s State Statistics Committee said. In January-August 2008, the GDP rose by 7.1%, compared to January-August 2007 to UAH 628.180 million. The highest increment of the gross added value in January-August was registered in trade (10.7%), processing industry (7.3%) and transport (8.3%). In July, the GDP grew by 7.3%, compared to July 2007 to UAH 100,820 million.

In January-July, real gross domestic product rose by 6.5%, compared to January-July 2007, to UAH 530,276 million. According to the data of the State Statistics Committee, in 2007, real gross domestic product rose by 7.6%, compared to 2006, to UAH 712,945 million.

Secretariat Comments: Source: Ukraine’s State Statistics Committee
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14. World Bank to reconsider Ukraines’ Macroeconomic Indicators for 2009 

The World Bank is set to reconsider Ukraine's macroeconomic indicators for 2009. World Bank's director for Ukraine, Belarus and Moldova Martin Raiser has told this to reporters. "We're now analyzing our macroeconomic outlook and reconsidering this outlook," he said. Raiser noted that the updated forecast may be published in October. Previous outlook of the bank for 2009 was: inflation rate 15.3%, GDP growth 4.5%, nominal GDP UAH 1,170.8 billion. The World Bank worsened the Ukrainian inflation forecast for 2008 from 17.2% to 21.5%.

Secretariat Comments: Source: Ukrainian News 
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15. Foreign Direct Investment in Ukraine up 170% in the 1st half of 2008

Foreign direct investment in Ukraine totaled $6.918 billion in the first half of 2008, up almost 170% from the same period of 2007, the Ukraine’s State Statistics Committee said. Accumulated FDI in the Ukrainian economy stood at $36.451 billion on July 1, up 23.4% from the start of 2008. Per capita FDI totaled $786.8.
Secretariat Comments: For Information Only
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Energy and Environment
16. EU to join UN carbon market this year
EU companies should be able to trade carbon credits internationally from December 2008. The EU will link its carbon-credit registry with the UN’s equivalent emissions registry by this December, a move that will enable under European companies to trade carbon credits internationally. Although the European Commission has not yet set a specific date, Barbara Helfferich, its environment spokeswoman, said that an exact date will be announced “shortly”. The link-up of the EU and UN systems was originally scheduled to go ahead 18 months ago but technical complications have delayed the project. A recent test indicated that those software challenges have now been resolved. The move could pave the way for an international carbon-trading scheme to form the central pillar of an international climate-change agreement beyond 2012, when the first phase of the UN’s carbon-reducing Kyoto Protocol ends. Under the plans, the EU’s Community Independent Transaction Log (CITL) and member states’ registries – both of which record carbon transactions made under the EU’s Emissions Trading Scheme (ETS) – will be linked to the UN’s International Transaction Log (ITL). The new system would also allow companies to transfer to their national registries emissions credits issued under the Clean Development Mechanism (CDM), a system that allows countries to reduce carbon emissions required by the Kyoto Protocol by implementing emission-reduction projects in developing countries.  Currently, member states can only trade carbon credits under the ETS within the EU. Trading allowances under the ETS, which has been in operation since 2005 and covers around 12,000 energy-intensive plants including oil refineries, steel plants and paper plants, are held in national electronic registries overseen by the EU’s CITL. Stavros Dimas, the European commissioner for the environment, said that linking up with the UN’s carbon credit registry will “further strengthen Europe’s leading role in the global carbon market”.

Secretariat Comments: Source: European Voice
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17. MEPs host energy round table
On 10 September the EU Ukraine Business Council in cooperation with the Mission of the Ukraine to the EU and Open Ukraine Foundation organized a round table meeting to discuss the theme “Energy Security, and Ukraine’s role in the EU’s Energy Policy”. The event was hosted by Marek Siwiec MEP and supported by Giles Chichester MEP. The meeting was held at the European Parliament and the discussion was led by a distinguished panel including Giles Chichester, Sergiy Pavlusha, Deputy Minister of Energy for Ukraine, Yuri Boyko, Member of the Verkhovna Rada of Ukraine, Marjeta Jager, Director at DG Transport and Energy in the European Commission, Vitaliy Butenko, Director of Strategy at DTEK, System Capital Management. More than 100 guests attended the event, including members of the European Parliament, representatives of the European institutions, international organizations, business, NGOs and the press.
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18. Azerbaijan renews its support to Nabucco project
A top Azerbaijani official on 9 September renewed his country's support for an EU-backed project to build the Nabucco gas pipeline to Europe, following fears the Georgia crisis could derail the project. "Azerbaijan is not giving up on the Nabucco project. This is a project that has a future," Industry and Energy Minister Natik Aliyev said at an oil and gas conference in Baku.

The Nabucco project is intended to bring gas to Europe from the energy-rich countries of the Caspian Sea region, bypassing Russian territory and thus reducing dependence on Russian supplies. Speaking at the same conference, Turkish Energy Minister Hilmi Guler also expressed confidence that Nabucco would go ahead.  "The Nabucco project will be implemented and it is beneficial not only for Turkey but also for the whole of Europe," he said. But while voicing the support of this crucial oil and gas producer, the Azerbaijani minister sounded a note of caution, saying supplies for the future pipeline could not be provided solely from Azerbajani sources.

Noting "difficulties in identifying sources of hydrocarbon reserves for the pipeline," he said Azerbaijan "will not be able to ensure the project through its own resources." The recent conflict between Georgia and Russia has raised fears that Azerbaijan and other oil and gas producers in the Caspian area could turn their backs on Georgia as a route for exporting to the West.

Soviet-era master Moscow has been courting Azerbaijan in recent months with offers of major gas purchases and US Vice President Dick Cheney visited the country last week in what analysts said was a bid to counter Russian overtures. The Nabucco pipeline will run 3,300-kilometres (2,050-miles) via Turkey and the Balkan states to Austria. Construction is scheduled to begin in 2009, with the completion date set for 2013. Russia backs a rival pipeline, South Stream, being built by Gazprom and ENI of Italy. That project entails a gas pipeline under the Black Sea from Russia to Bulgaria and then branches to Austria and Italy.

Secretariat Comments: Source: EU Business
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19. Poland accuses Moscow of energy blackmail
Lech Kaczynski accused Moscow of using its energy policy to blackmail Europe which depends heavily on oil and gas imports from Russia. Kaczynski said it was in the European Union’s interests to diversify sources of energy commodities. “The situation in Georgia is complicating this, and I think it was Russia’s aim to make it more complicated,” Kaczynski said after meeting the presidents of Czech Republic, Hungary and Slovakia in the western Slovak spa town of Piestany. Concerns about transit routes for oil and gas through eastern European countries, which are seen as alternatives to Russian supplies, intensified in August after Georgia tried to retake the breakaway region of South Ossetia and Russia responded with overwhelming force. Azerbaijan and Georgia are links in a Western-backed energy corridor that bypasses Russia. The West fears these could be in jeopardy after Moscow’s military action. The Polish president said diversification of energy supplies did not mean the EU should stop buying oil and gas from Russia, but he called on Moscow to change the way how it deals with its partners. “We should also not forget that an element of blackmail cannot be included in the energy policy of our partner,” Kaczynski said. “Energy policy should not define foreign policy, which, unfortunately, is the case today.” A key part of Europe’s diversification plans is the Nabucco pipeline, a US- and EU-backed project that would take Azeri gas to Europe via Georgia and Turkey. Some analysts say the war in Georgia may complicate efforts to move the Nabucco project forward if the instability prompts Central Asian suppliers to choose other potential export routes. Ex-Soviet Georgia is already a key energy transit route. It is at the centre of the Baku-Tbilisi-Ceyhan (BTC) pipeline, which ships 850,000 barrels per day (bpd) of high quality Azeri crude oil from the Caspian to the Mediterranean.
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20. 1st EU Central Asia Ministerial Forum on security issues
The Presidency of the Council of the European Union held the first EU-Central Asia Forum on security issues in Paris on 18 September. Adopted at the European Council meeting of June 2007, upon the initiative of the German Presidency, the European Union Strategy for Central Asia has helped consolidate relations between the European Union and the five countries in the region, namely Kazakhstan, Uzbekistan, Tajikistan, Turkmenistan and Kyrgyzstan. The aim of the Paris Forum was to reaffirm this commitment and establish lasting cooperation between these two regions on security issues. Consultations between the EU and the five countries in the region have actually emphasised convergence on the importance of the region's stability and the need to step up cooperation between all the parties to find common answers to the challenges facing all our countries.The Forum focused on three main issues: terrorist threat and non-proliferation related-aspects, the fight against human and drug trafficking, and energy and environmental security. The EU intent was to analyse these security issues together to draw up concrete policies which address them. Bernard Kouchner, the French Minister of Foreign Affairs, will bring together his ministerial counterparts from the Central Asian countries, the European Commissioner for External Relations and European Neighbourhood Policy, Benita Ferrero Waldner, as well as the Council Secretary-General of the Council/High Representative for CFSP, Javier Solana. The French Minister has collectively invited foreign ministers from EU member and candidate countries (Turkey, Croatia and Former Yugoslav Republic of Macedonia), as well as the international and regional organisations and the investment and development banks concerned. Afghanistan will attend as an observer country given its geographical proximity and the problems it shares with countries from the zone.
Secretariat Comments: Source: EU Presidency Press Service
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21. European Commission clears Enia Energia acquisition
The European Commission has cleared under the EU Merger Regulation the proposed acquisition of joint control over Enìa Energia S.p.A. of Italy by Centrex Europe Energy & Gas AG of Austria, ZMB GmbH, controlled by OAO Gazprom of Russia, and Enìa S.p.A. of Italy. The Commission has found that the proposed transaction would not impede effective competition in the European Economic Area (EEA) or any substantial part of it. Enìa Energia is a subsidiary of Enìa, active in the supply of gas and electricity in Italy. Centrex is the Austrian subsidiary of the Centrex Group Holding Ltd of Cyprus and is active in the natural gas sector, with a focus on marketing, mainly in the EU and in the Community of Independent States (CIS) countries.  ZMB is active in the production and sale of Russian and Central Asian gas in Europe and in the CIS countries. Its parent company, Gazprom, is active in the exploration, production, transportation, refining and marketing of gas and petrochemical products. Gazprom is controlled by the Russian state. Enìa is the holding company of an Italian multi-utility group established as a result of the merger of the former utility companies controlled by the Italian municipalities of Parma, Piacenza and Reggio Emilia. Its activities are focussed on the supply of electricity and gas, water distribution, sewage, urban waste, district heating and related services. The Commission's investigation showed that the proposed transaction would create no horizontal overlaps, as neither Centrex nor Gazprom, or any companies controlled by them, are active in the supply of gas or electricity in Italy. As regards vertical relationships, the gas imported by Gazprom into Italy represents only a limited proportion of total Italian gas imports. Enia also represents only a small part of Italian demand for gas. It is therefore unlikely that the parties would have the possibility to close off supplies to competitors. The Commission concluded that the proposed concentration would not give rise to any competition concerns on the markets concerned. 
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22. Barroso: alternative pipe lines no danger for Nabucco
Alternative projects pose no threat to the European Union's flagship Nabucco gas pipeline, European Commission President Jose Manuel Barroso said in Budapest on 15 September.

"Other gas pipeline projects do not necessarily jeopardise the EU Nabucco pipeline," he said after meeting with Hungarian Prime Minister Ferenc Gyurcsany. "Europe is in need of an increasing number of energy links, which is why the European Union is committed to the Nabucco project," Barroso added, noting that it was in Europe's interest to diversify its energy sources and supply routes. Hungary is a shareholder in the EU-backed Nabucco pipeline, aimed at bringing gas from Central Asia to Europe while bypassing Russia. But it also signed up to Russia's South Stream gas pipeline project earlier this year, prompting US concerns that Budapest may sideline the EU project, which is aimed at reducing Europe's energy reliance on Moscow. On 11 September, the US ambassador to Hungary urged Budapest to proceed with Nabucco and slow down negotiations with the Russian project. "Russia has repeatedly used its energy dominance for political purposes," Ambassador April Foley, said.  "Projects like the Nabucco Pipeline can bring real diversification, but only if they are given priority status," she added. Gyurcsany announced in July that he wanted to organise a summit in January 2009 to give new momentum to the slow-moving Nabucco project.
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23. Commission to help Lithuania to reduce its dependance on Russian energy
The European Commission on 17 September promised to help Lithuania reduce its dependence on Russian energy supplies while not allowing it to keep its Soviet-era nuclear plant.EU commission chief Jose Manuel Barroso told visiting Lithuanian Prime Minister Gedimimas Kirkilas that Brussels would help Vilnius develop renewable energy sources and help make energy savings, notably with the help of millions of euros available to make buildings more energy efficient. A month after the conflict between Georgia and Russia he stressed the desire to reduce the country's dependence on Russian energy supplies, thanks to gas and electricity "interconnections" between Lithuania and its European neighbours Estonia, Latvia, Poland and Sweden. "I am ready to develop a Balkans interconnection plan with all EU member states surrounding the Baltic Sea and give it high priority," he told a joint press conference with the Lithuanian leader. Russia has regularly been accused of using its control of a hefty slice of Europe's energy market for political ends, allegedly turning off the taps to punish governments in Moscow's communist-era stamping ground that are too critical of the Kremlin. Lithuania, which broke free from the crumbling Soviet bloc in 1991 and joined the EU in 2004, has been sparring with Russia since August 2006, when the Russian pipeline monopoly Transneft cut supplies to the country's only refinery. Kirkilas said the Baltic nation would try to speed up the interconnection process ahead of a European Union summit on October 15-16.

He also renewed his plea to delay the EU-agreed closure of Lithuania's Soviet-era nuclear plant, which provides the bulk of the country's power. Ignalina, built in 1983, is the same kind of nuclear plant as Chernobyl, which caused the world's worst nuclear accident in 1986, contaminating parts of Ukraine where it was located, as well as Belarus and Russia, then all part of the Soviet Union, and Western Europe. Barroso stressed that the agreement to close the reactor should be honoured, and indeed that he had no option to do otherwise. "We must never compromise on safety," he said.
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24. MEPs call for measures to deal with high energy prices
MEPs called for measures to deal with high energy prices when they met on 24 September. They called on Energy Commissioner Andris Piebalgs and French Minister for environment and energy Jean-Louis Borloo to come up with measures to make oil markets more transparent and to break the link between oil and gas prices and high energy prices. In recent months oil prices have risen sharply, unleashing protests by truckers, farmers, fishermen and others and they look set to stay high in the medium and long term. Austrian socialist Hannes Swoboda raised the point of concern to many, "what is Europe doing? I want the Council and Commission to take more action to fight energy poverty." The Commissioner said the EU is on the right track. "We need to encourage reforms throughout the energy sector. Energy efficiency and renewables are our main lines." He added, "there is a clear need for short term action for vulnerable households." British Conservative Giles Chichester was more sanguine. "Clearly oil price rises are serious, but let us remember the lessons that we learned from the 1970s...higher prices will encourage more exploration and the development of resources. "
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25. MEPs insist on 2012 target for reducing CO2 from new cars
The EP Environment Committee backed a target for emissions from passenger cars of 120g of carbon dioxide per kilometre from 2012 in a vote on 25 September. It also opted for a new long-term target of 95g CO2/km for 2020. Committee MEPs rejected proposals for transitional measures for the car industry until 2015. From 2012, car manufacturers exceeding the targets will have to pay fines - "excess emissions premiums" - for every excess gram of CO2. The vote, based on a report drawn up by Guido Sacconi (PES, IT), concerned a draft regulation which sets emission performance standards for new passenger cars (the "M1" category) registered in the EU. These account for 12% of overall EU emissions of carbon dioxide (CO2), the main greenhouse gas, according to European Commission's figures. The new regulation is part of the EU's effort to reduce CO2 emissions by 20% by 2020. The Commission had proposed that the targets should only be applied to cars with a reference mass of less than 2 610 kg, but the Environment Committee voted to include heavier cars as well. A large majority of Environment Committee MEPs backed the Commission's target of an average of 120g of CO2/km for the whole car industry by 2012, compared to the current levels of 160g/km. A target of 130g/km is to be reached by improvements in vehicle motor technology. A further 10g/km reduction, to reach the 120g/km target should be obtained by using other technical improvements such as better tyres or the use of biofuels. 
In line with Parliament's resolution of 24 October 2007, MEPs have agreed to set a long-term target of average emissions of no more than 95g CO2 per km as from 1 January 2020, by means of improvement in vehicle motor technology. No such target was included in the Commission's proposal. The European Commission, says the committee, will have to present a new proposal by 31 December 2014 setting average emissions from 2020 at no more than 95g/km. That proposal must be preceded by an overall assessment of the impact on the car industry and its allied industries, coupled with a cost-benefit analysis, taking into account the development of technological innovations for CO2 reduction.
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26. EU urged to agree on climate before U.N. talks open

The European Union must reach a consensus on climate policy if it wants to play a leading role in U.N.-led talks on a new pact to cut greenhouse gases, a Polish official said on 2 October.

A package of climate measures proposed by the European Commission aims, among other things, to cut carbon dioxide emissions by a fifth by 2020 compared with 1990 levels. However, it faces opposition from some member states and from the car industry. France, holder of the rotating EU presidency, hopes to forge a compromise among the 27 member states by December when negotiators meet in Poznan, Poland, to discuss a new global deal on limiting greenhouse gas emissions. "For Poland, the current proposal is still more a threat than an opportunity, I think. If the EU wants to set an example in Poznan, it has to work out a consensus within the bloc first," Piotr Serafin, a deputy head of the Office of the Committee for European Integration, told a climate change panel organized by a pro EU think-tank on 30 September. "Only then will it be able to act as a role model on the world stage. Tension in the global negotiations will be between rich and poor. And you cannot force China or India into a deal. Europe must work out its own consensus in order to exert pressure on the global stage." Poland fears ambitious EU goals for curbing emissions would result in energy price increases of up to 70 percent. With fellow ex-communist states Hungary, Slovakia, Bulgaria and Romania, it has signed a statement calling for more debate on Brussels' plans. Some political analysts have seen the declaration of the five ex-communist countries as an attempt to build up a blocking minority in the EU that would force the Commission to seek a compromise on its plans. Polish Prime Minister Donald Tusk said in June Warsaw might try to block the plan if Warsaw's demands were not met. "It would be hard for me to imagine a situation in which the climate package -- with all its long-term consequences -- would be approved by one group outvoting the other," Serafin said. "Anyway, the target date set by the French presidency may turn out to be a bit too ambitious."  Poland, which derives about 95 percent of its electricity from coal, wants to delay Commission plans for the start of full auctioning of carbon dioxide emission permits in 2013. At present, companies are granted some emission permits for free but in the future they will have to buy all permits, increasing their costs.
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27. Europe must act to adapt to climate change

A new report warns that Europe must take urgent action to adapt to the impacts of climate change. The report, 'Impacts of Europe's changing climate', is published jointly by the European Commission's Joint Research Centre (JRC), the European Environment Agency (EEA) and the World Health Organization (WHO). It recommends wide-ranging adaptation and preventive measures in the areas of economy, health and the environment. The report highlights vulnerabilities in all areas of Europe and appeals to policymakers to develop concrete adaptation plans. 'With increasing impacts of climate change, adaptation costs will increase and response options may decrease,' the report observes. Absence of full scientific certainty, it cautions, 'should not be used as a reason to postpone measures where there is a risk of serious or irreversible harm to public health or the environment'. The report provides projections of changes to the physical environment in different areas of Europe. It shows how the severity of natural disasters, such as flooding and heat waves, is expected to increase steadily, with the most noticeable changes occurring in the second half of this century. Because of temperature increases, ground-level ozone is not decreasing as rapidly as expected; policies that aim to reduce air pollution, while successful, must be adapted to the changing climate.

With increasing temperatures and more frequent heat waves, the agricultural sector's need for water in some regions is increasing, which will lead to competition with other sectors. Additionally, carbon dioxide (CO2) emissions from soil are expected to increase with rising temperatures and extreme precipitation. Forest health and diversity is already affected across Europe: the changing climate benefits certain species and threatens others, and the combination of drought and warm winters favours pest populations. More and longer fire seasons are expected in the future. Climate change is expected to reduce heating demands in northern Europe and increase air-conditioning demands in southern Europe. More extreme water flow is expected to impact dam safety, and the more severe summer droughts that are anticipated will limit the availability of adequate and suitable cooling water for thermal power plants. In terms of adapting to a changing physical environment, the report cautions against 'mal-adaptations' such as artificial snow-making, transfer of water, air conditioning or desalination. The report emphasises the need to clearly define and avoid such mal-adaptations, as they can lead to additional greenhouse gas emissions that will in turn offset any mitigation efforts. Changes in the physical environment due to climate change are well documented, but data on specific adaptation measures that benefit both society and the physical world are not as bountiful. The report observes that more data on adaptation costs is essential, and stresses the importance of 'involving European society, business and the public sector in the preparation of coordinated and comprehensive adaptation strategies'.

Adaptation strategies include health/heat action plans, vaccination, health system planning, flood risk planning, drought and water-scarcity risk management, coastal and flood defences, economic diversification, reinforcing the built environment (e.g. roads, bridges, electric wires), land-use management and the greening of cities. Climate change is expected to significantly impact public health; coastal flooding and associated infrastructure damage alone have substantial effects. The report observes that: 'most adaptation measures appear to be low cost (e.g. provision of information), but large-scale vaccination or other prevention programmes against vector-borne disease are potentially very costly.' The economies of south-eastern Europe and the Mediterranean are expected to be most adversely affected by climate change, particularly in terms of 'energy demand, agricultural productivity, water availability, heath effects, summer tourism and ecosystems', according to the report. It warns that the tourism industry faces significant adaptation costs, and that 'adaptation responses such as economic diversification will be critical to limit economic losses'.

The report explains that the financial sector is in a position to enhance Europe's resilience in the face of climate change in a number of ways. Insurance companies can increase risk awareness and provide incentives for risk reduction through their underwriting policies, while the financial sector as a whole greatly influences business decisions through their investment policies and asset management. The report acknowledges the adaptive value of public-private insurance schemes, for example those introduced in Belgium and proposed in the Netherlands, that address the need to insure vulnerable populations in the face of increased losses in future due to climate change. However, it notes that 'climate predictions across Europe show that there is no one-size-fits-all solution'.
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28. Cadogan Petroleum to increase investments in Ukraine

Cadogan Petroleum is planning in the second half of 2008 to invest up to GBP 99.4 million ($180.9 million according to the current exchange rate) compared to GBP 24.1 million in the first half of 2008 into the development of oil and gas fields in Ukraine, according to a report of the company posted on the London Stock Exchange. Cadogan is intending to complete drilling of the Pirkovska No.2 and Borynia No.3 wells, and to conduct testing of the Pokrovska No.3 exploratory well, receiving the initial results in the third quarter of 2008, as well as complete testing of the Zahorianska No. 3 well in the fourth quarter of 2008.
Secretariat Comments: For information only.
Keep an eye on this 

Yes    □
No    □

Further action needed 

Yes    □
No    □

Member comments:

29. Ukraine’s power export to the EU to rise this year

Ukraine’s power exports to the European Union will probably increase by 4.5% to 4.83 billion kilowatt-hours in 2008, compared with 4.62 billion kWh exported in 2007, according to a forecast released by the government on 19 September. Ukraine is exporting power to Hungary, Slovakia, Romania and Poland within the EU, but also to Moldova. Ukraine plans to supply 2.57 billion kWh of power to Moldova in 2008, down from 2.93 billion kWh exported in 2007, according to the forecast.
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30. French Alstom to participate in South-Ukrainian Nuclear Plant modernization
The Alstom engineering company (France) is interested in upgrading turbine rotors and condensers at the South-Ukrainian nuclear power plant, according to a press-release circulated by the Enerhoatom national nuclear generating company. In particular, Alstom and Enerhoatom arranged to give the French company the program for upgrading a rotor fleet of nuclear power plants to specify work schedule. Besides, Eric Lecounte, director of the department of nuclear power plants, suggested creating a monitoring diagnostic system in order to define early malfunctions at nuclear power plants.  Andrii Derkach, Enerhoatom president, said in February, 2007 that implementation of the complex program for modernization of nuclear plant's generators on the technology of France's Alstom engineering company in 2007-2009 was one of the company's priorities for 2007.

Enerhoatom controls four Ukrainian nuclear power plants and produces about 50% of the total Ukrainian electricity.
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31. Eurobarometre: Europeans support EU climate change targets

Europeans are highly concerned about climate change and clearly willing to take action against it. A majority of Europeans believes that the European Union's targets for reducing emissions of greenhouse gases and increasing the share of renewable energy by 2020 are about right or even too modest. However, a significant proportion of people feel poorly informed about climate change and ways to help fight it. These are the main conclusions of a special Eurobarometer survey of public attitudes about climate change commissioned by the European Commission and the European Parliament which was published on 11 September. Margot Wallström, Vice-President of the European Commission, said: "Surveys of this kind are important components in our policy-making.  It is striking to see that European citizens take the issue of climate change so seriously and it confirms our belief that continued, coherent EU action in this area is imperative". Stavros Dimas, European Commissioner for Environment, added: "The message is that a majority of Europeans supports the EU's targets or wants us to do even more. It is essential that the European Parliament and Council approve the Commission's climate and renewable energy proposals from January so Europe will be able to deliver fully on these targets and meet citizens' expectations." According to the survey, three-quarters of citizens take the problem of climate change very seriously. In total, 62% of respondents consider climate change to be one of the two most serious problems facing the world today. Only poverty scored higher, being placed in the top two by 68%. But even if Europeans widely recognise the seriousness of climate change, most (60%) believe it is not unstoppable and can be solved. A clear majority of 56% consider that fighting climate change can have a positive impact on the economy. A substantial majority of Europeans consider the EU's targets on greenhouse gases and renewable energy to be about right or too modest. The three targets, set by EU leaders last year and to be met by 2020, are: a cut of at least 20% in greenhouse gas emissions below 1990 levels; a cut of 30% if other developed countries commit to comparable reductions; and an increase in the share of renewable energy to 20%. Respectively, these targets are judged to be about right or too modest by 68%, 61% and 69% of respondents.  Europeans think that not enough is being done to combat climate change by corporations and industry (76%), citizens themselves (67%), their national governments (64%) and the EU (58%). A clear majority (61%) confirm that they have taken some kind of action against climate change themselves. However, the types of action taken mainly involve little personal or financial effort such as separating waste or reducing consumption of energy, water or throw-away products. The main reason cited by respondents for not taking action against climate change is that they think governments, companies and industries should change their behaviour. Some 44% of those polled say they would be prepared to pay more for energy produced from sources that emit less greenhouse gases while 30% would not (26% did not respond). 
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32. EU and Ukraine to start talks on Ukraine’s accession to Energy Community

Ukraine and the European Union intend to step into talks on Ukraine's accession to the Energy Community Treaty. This follows from the concluding declaration on cooperation produced at the on EU-Ukraine summit.The parties welcomed progress made on Ukraine’s integration into the EU’s energy system, in particular the imminent start of negotiations regarding Ukraine’s accession to the Energy Community Treaty and the preparatory studies concerning the synchronous interconnection of the Ukrainian electricity network with that of the Union for the Coordination of the Transmission of Electricity. They also welcomed the significant progress achieved in implementing the priorities of the EU-Ukraine Memorandum of Understanding on co-operation in the field of energy of 1 December 2005. The parties agreed to continue co-operation with the aim of advancing Ukrainian energy sector reform and of ensuring safe, reliable and transparent energy transit through Ukraine.

The Energy Community Treaty was signed on October 25, 2005 in Athens (Greece) under the aegis of the European Commission. The Treaty purposes are to create the world's biggest joint market of gas and electricity in the Northeastern Mediterranean on basis of implementation of the EU directives concerning gas, electric energy and the environment, including the Kyoto protocol and energy efficiency.
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Industry
33. Ukraine’s industrial production will pick up in the fall - expert
Industrial production in Ukraine will pick up in the fall of 2008, Viktoria Bezverkha, an analyst at Millennium Capital Investment Company, has told Interfax-Ukraine. "We expect that industrial production will pick up in the fall of 2008, because first, the pace of growth in the industry last year fell, which is the comparative basis for growth this year. Second, it is expected that demand for Ukrainian metals will grow in the fall due to the seasonal rise in industrial activities, which in turn, will boost the indicator of growth in metals sector from 2% to 3%. In addition, the seasonal growth in the prices of products will accelerate processing sector production. Electricity and heat power generation will considerably grow, which makes up a large share of industrial production (14.4% in 2007)," she said.
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34. Merloni to invest in Ivano-Frankivsk plant construction
Antonio Merloni (Italy) is intending to invest EUR40 million in the construction of a refrigerator plant in Ivano-Frankivsk, according to Halyna Rymaruk, the director of Ukrainian Home Appliances Ltd. (Ukrainska Pobutova Tekhnika) a 100% Italian-owned company. According to Rymaruk, earlier Italian investors were mulling the construction of such plant in Belarus, but later they decided to construct it in Ivano-Frankivsk region, having received assurances from the local authorities over support and assistance.
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35. Ferrexpo, Zaporizhstal Illich plant and Dniprorudne partners to Posco?
Experts considers that Ferrexpo company, Switzerland, which controls Poltava ore mining and enrichment plant; Zaporizhstal metallurgical plant; Mariupol-based Illich metallurgical plant, Donetsk region; and Dniprorudne-based Zaporizhia iron-ore plant, Zaporizhia region are most possible partners of one of the world's largest steel producers, Posco, South Korea, in Ukraine. According to analyst of Dragon Capital investment company Serhii Haida, Posco mainly focuses on purchase of iron-ore assets. "We think that Ferrexpo company, which owns Poltava OMEP, is the most probable partner in this project, as it is currently negotiating with many global companies on development of a new open pit and construction of new OMEP in Poltava region," Haida said.

He also said that Posco is interested in purchase of a metallurgical plant and a port.

The expert considers that Zaporizhstal or Illich are the metallurgical plants Posco may be interested in. According to analyst of Concorde Capital investment company Yevhen Cherviachenko, if Posco intends to purchase steel casting assets in Ukraine, it may get interested in Zaporizhstal and Illich metallurgical plants, as these companies are licensed for extraction of iron ore, Posco is much interested in. On the other hand, senior analyst of Sokrat investment company Dmytro Khoroschun considers that Posco may go interested in Zaporizhia iron-ore plant. "Posco has intended to increase its raw material basis by 12%, which is 4-5 million tons of iron-ore materials a year. One of the companies [on the Ukrainian market] meets [Posco's] intentions. This is Zaporizhia iron-ore plant, which supplies about 40% of extracted iron-ore to Zaporizhstal," he said. Besides, Khoroschun did not rule out partnership between Posco and Illich metallurgical plant.
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36. Poland to allocate funds for restructuring Gdansk and Gdynya shipyards

The government of the Republic of Poland decided allocate EUR 250 million for restructuring Gdansk and Gdynia shipyards within frames of the plan drafted by the Ukrainian concern Industrial Union of Donbas (ISD), according to the press secretary of the Poland's Treasury Ministry Maciej Wewior. "On Tuesday (9 September) the Polish government decided to allocate PLN 835 million for restructuring Gdansk and Gdynia shipyards under the plan drawn by the ISD," he said. M. Wewior said that the shipyards will receive without return PLN 385 million that will be channeled to cover the shipyards' old debts (taxes and other fees to the budget), PLN 250 million will be provided when the investor fulfills its obligations and PLN 200 million will be given as an interest-free loan.

He also said that ISD must reinvest EUR 320 million in development of the enterprises though did not specify the period for the concern to realize these investments. ISD considers it necessary to write off over EUR 400 million of old debts of shipyards in Gdansk and Gdynia for successful restructuring of the shipyards. In July, the European Commission prolonged the term of submission of restructuring plans for the shipyard owned by ISD in Gdansk and two state-owned shipyards in Gdynia and Szczecin until September 12. Late in June, the ISD drafted a joint restructuring plan for the shipyards in Gdansk and Gdynia. According to the Polish Treasury Ministry, the European Commission positively assessed the plan. In particular, this plan included EUR 110 million of investments in development of the enterprises by 2012.
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37. AzovElektroStal to launch second railcar molding line

Mariupol-based AzovElektroStal company, Donetsk region, which is part of Azovmash Company, intends to launch the second large railcar molding line in 2010, the enterprise said. The contract on delivery of the equipment for the molding line has been signed with Kunkel Wagner Company, Germany. The enterprise did not disclose the date and value of the contract. AzovElektroStal posted a net profit of UAH 15.403 million for 2007. Net revenues grew by 41.44% or UAH 186.054 million in 2007 over 2006, to UAH 634.981 million. AzovElektroStal was founded on base of Azovmash steel casting shop. AzovElektroStal is a closed joint-stock company and specializes in production of foundry for heavy machine-building and railway car building. 50% stake in AzovElektroStal belongs to Derison Holdings Limited (Cyprus), and 50%, to an individual resident.
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Insurance

38. AXA to invest in Ukrainian Insurance companies

As it was disclosed on 1 August, France's AXA Group plans to invest around EUR20 million in Vesko Insurance Company and Ukrainian Insurance Alliance (both based in Kiev), according to the chairman of the two companies, Philippe Wautelet. Asked about the merger of the two insurance companies, he said that this is the easiest task, as these two insurance companies complement each other – they have differing directions of activities and separate sale channels.
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Financial Services

39. Deutsche Bank seeks to expand in Ukraine
Germany's Deutsche Bank is showing interest in expanding its presence on the Ukrainian banking and investment-banking services, according to 23 September survey of Kiev-based Foyil Securities Investment Company. "Deutsche Bank has been working on the Ukrainian market since 2005 through the representative office of Deutsche Bank Aktiengesellschaft, and now, the bank is going to take its first decisive step towards the Ukrainian banking sector,” said the head of the analytical department at Foyil Securities, Ahshyn Mirzazade.
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40. Commerzbank AG gives credit to Krymskyi Tytan 
Commerzbank AG (Germany) has granted EUR 31 million to the Krymskyi Tytan company (Armiansk, Crimea), Ukraine's largest producer of titanium dioxide according to the information obtained at the press service of OstChem Holding, the shareholder of the Krymskyi Tytan.

Credit has been granted for eleven years, on 21 August. Interest rate is EURIBOR + 0.75%.

The credit was attracted on security of German's government. Thus, the loan does not require collateral security. When granting credit, the government of Germany took into account successful experience of OstChem Holding on the markets of Germany and Ukraine. Credit will be used for construction of new plant producing sulfuric acid on the Krymskyi Tytan with the capacity of 600,000 tons annual. The price of the project is EUR 55 million. This credit will finance EUR 31 million while OstChem will invest other EUR 24 million. Krymskyi Tytan intends to build a facility capable of annually producing 600,000 tons of sulfuric acid by 2011. Krymskyi Tytan ended 2007 with a net profit of UAH 55.867 million, having increased its net revenue by 15.04% or UAH 208.8 million to UAH 1,596.9 million compared to 2006. The state-owned Tytan closed joint-stock company owns 50% + 1 share in Krymskyi Tytan while Ostchem Germany GmbH (previously known as RSJ Erste Beteiligungs) owns 50% - 1 share. Tytan contributed its entire assets to the statutory capital of Krymskyi Tytan. 90% stake in Ostchem Holding AG belongs to Group DF.
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41. EBRD intending to become co-founder of Macquarie Renaissance Fund
The European Bank for Reconstruction and Development is intending to become a co-founder of Macquarie Renaissance Infrastructure Fund to realize infrastructure development projects in Ukraine and other countries of the Commonwealth of Independent States. A representative of the EBRD told this to reporters. "We are planning to join the share capital of the fund," he said.

The EBRD is intending to allocated USD 100 million. The EBRD Board of Directors will consider the allocation of money on September 30. The statement reads that the investment in the Macquarie Renaissance Infrastructure Fund will be used to realize infrastructure projects in Ukraine, Russia, Kazakhstan, and other countries of the CIS. The activities of the Macquarie Renaissance Infrastructure Fund are aimed at funding infrastructure projects, including highways and railways, airports, sea ports, and other facilities in the CIS. The Australian Macquarie Group and the Russian Renaissance Group are founders of the Macquarie Renaissance Infrastructure Fund. The Fund's target size is USD 1-1.5 billion. As of January, the EBRD assumed liabilities concerning investment of over EUR 3.2 billion within 158 projects in Ukraine.
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42. EBRD grants USD 20 million to ProCreditBank

The European Bank for Reconstruction and Development has granted to one of Ukraine's mid-sized banks, ProCredit Bank (Kyiv) USD 20 million credit for small and medium business financing, according to a statement of ProCredit Bank. "ProCredit Bank is planning to receive on September 22 the first tranche of the credit from the European Bank for Reconstruction and Development (EBRD) in the amount of USD 10 million until August 2011," the statement reads. This tranche is foreseen by the credit agreement, signed on August 22. The total amount of the contract is USD 20 million. The received funds will be directed at crediting of private entrepreneurs, the representatives of small and medium business. According to the data of EBRD, since its foundation, ProCredit Bank has allowed about 148,000 credits directed at the development of small and medium business for an overall amount of approximately USD 1 billion. In May, EBRD, which owns 20 % of ProCredit Bank, announced its intention to sell its share holding in the bank. As of July 1, 2008, the bank's net assets made up UAH 2,604.6 million, credit portfolio UAH 2,169.3 million, and own capital UAH 260.5 million. ProCredit Bank ended April-June with a net profit of UAH 0.530 million and 2007 with a profit of UAH 14.970 million. The shareholders of ProCredit Bank closed joint-stock company are ProCredit Holding company (60%), the European Bank for Reconstruction and Development (20%) and Western NIS Enterprises Fund (20%).
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43. Finance and Credit may buy a bank in Bulgaria 

One of Ukraine's biggest banks, Finance and Credit, says it may buy a bank in Bulgaria, Finance and Credit CEO Volodymyr Khlyvniuk said in an interview. "I do not exclude it may be a small-scale bank having a license, as often practiced by foreign investors in Ukraine," he noted. The plans involving purchase of a financial institution in Bulgaria owe to Finance and Credit's intention to partake in the tender for servicing Bulgarian metallurgical mill Kremikowci, interest in whose buying is shown by Finance and Credit owner, businessman Kostiantyn Zhevaho. "As far as I know, the shareholders are interested in buying this enterprise. Should it happen, we will gladly use the new opportunities and take part in the tender for servicing the plant. The more so that Kremikowci's gross revenue is about 10% of Bulgaria's GDP," Khlyvniuk said. Khlyvniuk assessed the possible volume of Finance and Credit bank's investments in the development of business in Bulgaria at EUR 20 - 30 million. In February Mr. Zhevaho, who controls Finance & Credit Group, which also includes the Poltava ore-mining and enrichment plant and holding company AvtoKrAZ, announced readiness to invest EUR 80 million in Kremikowci. Kremikowci is the largest metallurgical mill in Bulgaria, specializing in flat-rolled products, accounts for about 70% of Bulgaria's steel output, and about 55% of its rolled steel.
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Agriculture

44. European Commission inspected Ukrainian sunflower oil producers

A visit of representatives of the European Commission to Ukraine with an inspection of Ukrainian vegetable oil extracting plants that export sunflower-seed oil to Europe has ended. This visit had been agreed as far back as in July, within the framework of signing of the formal agreement between Ukraine and the EU as to the system of control and certification of export batches of sunflower oil. The European Commission had revised the terms of the export after some traces of mineral oil were detected in a batch of sunflower oil exported to the EU.  Conclusions to be derived from the results of the inspection will be made public at a later time. The access to the EU market is very important for Ukraine, as more than a half of the volume of its exports of vegetable oil is supplied to it. The largest exporters of the product are the companies Cargill, Bunge, Kernel, Grain Trading Company Allseeds Ukraine.  Ukraine is currently exporting record high volumes of sunflower oil, thus for the first time having a chance to outstrip the world’s largest exporter of the product – Argentina.
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45. Ukraine’s grain exports up 14.3 times in July compared to July 2007
In July 2008, Ukraine’s grain exports rose in 14.3 times or 1,648,600 tons, compared to July 2007, to 1,772,810 tons for USD 481.93 million, according to the State Statistics Committee. Compared to June, grain exports in July rose by 28.1% or 388,360 tons. In January-July 2008 grain exports rose by 26.7% or 1,107,170 tons, compared to January-July 2007, to 5,249.480 tons for USD 1,501.16 million. In June 2008, grain exports rose by 11.6% or 143,480 tons, compared to June 2007, to 1,384,450 tons for USD 392.23 million. In 2007, grain export fell by 61.8% or 6,817,730 tons compared to 2006, to 4,206,880 tons for USD 751.67 million.
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46. Ukraine’s grain imports in July 70.2% down compared to July 2007
In July, Ukraine’s grain imports fell by 70.2% or 13,810 tons, compared to July 2007, to 5,860 tons for USD 3.90 million, according to the data of the State Statistics Committee. In July, the companies imported mainly rice (5,580 tons or 95.2% of the total grain import). Grain imports rose by 18.2% or 900 tons in July, compared to June. In January-July 2008, grain imports fell by 30.5% or 35,060 tons, compared to January-July 2007, to 79,750 tons for USD 120.23 million. In June 2008 grain imports fell by 71.8% or 12,640 tons, compared to June 2007, to 4,960 tons for USD 2.76 million. In 2007, grain imports rose by 11.6% or 17,300 tons, compared to 2006, to 166,860 tons for USD 85.60 million.
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Transport

47. EU and Ukraine negotiating Common Airspace
Ukraine and the European Union are seeking early completion of their negotiations on creation of a common airspace. This is stated in the final declaration of the European Union - Ukraine summit that took place in France on September 9. Ukraine and the European Union also noted the importance of the issue of security and adoption of the draft of a new Ukrainian Air Code.

They also welcomed the significant progress that has been made in the efforts to create a more predictable and safe investment climate in Ukraine and stated the need to further improve the business climate in the country. 
Secretariat Comments: Source:Various press sources
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Construction

48. European Future Group to construct commercial office center in Kyiv

European Future Group (EFG, Britain), intends to construct a trade and office center on Brovary Avenue in Kyiv by 2011. Press service of the international company Cushman&Wakefield, which is the exclusive agent for letting and marketing assistance of the facility, told this to reporters.

«Over 200,000 people live 10 minutes from the new trade-office center and now we are holding preliminary talks with major anchor lessees. About 100,000 people daily pass by the nearby subway station Chernihivska. That would attract international and local retailers for sure,» Vadym Nikitenko, senior consultant of the retail real estate department of Cushman&Wakefield Ukraine, said. The construction of the center will be launched in November and will be provided in two stages. The construction of the first phase is scheduled for January-March 2010 and the second is to be completed in July-September 2010. The first phase of the project will be a three-level trade complex with the total area of 8,700 square meters and will have a food supermarket with the area of about 1,700 square meters. There will also be placed a store selling domestic appliances with the area of about 2,000 square meters. The second stage will include multilevel trade center with the area of 15,500 square meters and an office center with the area of 14,000 square meters.

The trading floor of the complex will unite shops, cafes, restaurants, entertaining center and a fitness club. Besides, the project envisages construction of a parking and also the underground parking site for 300 lots. European Future Group is the developer and investment company engaged in development of large projects in the sectors of office, housing, and logistic real estate in Romania, Ukraine, Turkey and Moldova. Cushman&Wakefield is the international company providing services in the sector of commercial real estate: transaction assistance, investment management, consulting, and also investment-banking activity. The company works in 58 countries and has over 15,000 employees.
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