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MERGERS & ACQUISITIONS

The governments of Russia, Turkey and Ukraine have reacted with anti-
crisis measures to their crushed growth prospects. But the authors of the
three following reports argue that these reactions have not always been
appropriate to achieve their stated goals.

A N T I - C R I S I S M E A S U R E S

Emergency Politics

Dmitry Medvedev, President of Russia. Recep Tayyip Erdogan, Prime Minister of Turkey. Yulia Tymoshenko, Prime Minister of Ukraine.
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The economic crisis has thrown
Russian business plans into chaos.
The spot price for Russian Urals

crude oil dropped from a high of almost
USD 140 a barrel last July to USD 33 last
December, and imports and exports
have shrunk dramatically. As a result,
related tax revenues decreased by 28
percent in January 2009 compared with
the year before. A recalculation of the
budget is expected to result in the first
Russian federal budget deficit since
2000, estimated to reach 7.6 percent.

Russia is responding with the stan-
dard fiscal remedies: subsidies to pro-
mote local production, boost exports
and spur replacement of outdated pro-
duction facilities. Though the rouble
had dropped dramatically the country
has sought to soften the fall in order to
protect its banking sector and halt capi-
tal ouflows while still making Russian
goods more competitive. 

Public procurement policy has
changed to prefer Russian-made goods

over foreign ones, and the government
has tightened a number of import quo-
tas and increased import customs. Not
all imports are affected by the new Russ-
ian protectionism, however. Importing
goods that are not domestically pro-
duced has actually become cheaper. For
example, customs duties were lowered,
in some cases to zero, on some techno-
logical equipment and electronic goods.
At the same time, the government also
offers increased subsidies to Russian ex-
porters of industrial goods to compen-
sate them for their interest payments on
loans granted by Russian banks.

The devaluation will help
Taken together, these anti-crisis mea-
sures are worth over 5 percent of Russ-
ian GDP, and some, such as the devalu-
ation, will certainly help ease the crisis.
By contrast, the protectionist measures
enacted to boost Russian international
trade seem to primarily benefit econom-
ically weak companies. It is question-

able whether these companies should
be supported or if it may be wiser to let
them go through bankruptcy proceed-
ings. The long-term effect of such pro-
tectionist measures may reduce the
competitiveness of Russian goods other
than raw materials, and protection from
competition may actually slow the mod-
ernisation of the Russian economy.
From this perspective, the anti-crisis
measures may have compounded the
slump in Russian import and export vol-
umes instigated by the crisis itself.

Dr. Ilja Ratschkov
is Partner of
Nörr Stiefen-
hofer Lutz in
Moscow.

ilja.ratschkov@noerr.com

Russia: The New Protectionism

By Dr. Ilja Ratschkov
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In Turkey, the financial crisis has not
only affected the economy but also
politics: The elections scheduled for

March 29, 2009, have encouraged the
ruling political party AKP to boost its
anti-crisis measures. It has cut gas
prices, a primary drag on competitive-
ness, by 17 percent for households and
18 percent for industrial use, effective as
of February 1, 2009.

One particularly important change
for small and medium-sized businesses
is a new law that requires the central
bank to erase poor credit histories.
Companies previously unable to obtain
credit due to weak ratings are likely to
benefit from this. The flipside is that
private banks are only required to ig-
nore credit histories of their clients but
not forced to delete them. As a conse-
quence, the private banking sector may
continue to deny credit requests without
openly referring to the credit histories.
In addition, an economic stimulus pack-
age which is expected to take effect dur-

ing February, seeks to boost the Turkish
automobile industry, which is down 17
percent in terms of retail sales. 

All these measures, however, need
funding. One potential source is the
Turkish diaspora, particularly the one in
Germany. A law was enacted, effective
since November 2008, granting bene-
fits to tax payers who repatriate or de-
clare unrecorded assets. This, it is
hoped, will encourage capital infusions
into private companies. The govern-
ment is also trying to attract more capi-
tal from the Persian Gulf by, for ex-
ample, introducing the Islamic asset-
backed security model “Sukuk”. Anoth-
er source of revenues will be privatisa-
tion. The national lottery and several
highways are slated for 2009.

Highly influenced by the elections
The package offered by the government,
influenced by a political environment
highly focused on local municipal elec-
tions, seeks to balance the medium- to

long-term interests of the leading indus-
trial sectors facing a financial crisis
against the public opinion of an elec-
torate. By this token, the guarantee for
unemployed workers seems aimed at
redressing the concerns of a small part
of the labour force. In a similar fashion,
the decrease in energy costs and the
flow of Middle East capital is a solid
premiere in terms of eye-catching
measures for the industry, which is after
more far-reaching and comprehensive
packages.

Turkey: Elections Spur Actions

By Erdem Egemen
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Ukraine has been especially hard
hit. A drop in world steel prices
has combined with a weak finan-

cial sector and dependence on whole-
sale financing. Many factories have had
to cut back on production or close shop
entirely. 

Luckily, all factions of the Ukrainian
government were quick to recognize the
seriousness of the crisis and immediate-
ly took countermeasures. They turned
to the IMF for help and passed an anti-
crisis law that was vague in wording, but
very broad in scope, even granting the
Ukrainian government the authority to
guarantee any debt whatsoever up to the
amount of UAH 10 billion (roughly
EUR 1 billion). The first tranche of IMF
aid was mainly used to support Ukrain-
ian banks and the domestic currency.
Though several banks have come under
temporary government administration,
the banking sector and the currency
have not collapsed as was feared in Oc-
tober 2008.

Despite this activism, the government
has gotten sidetracked ever since it start-
ed receiving IMF money. New rescue
proposals are put forward daily for every
possible sector, from real estate develop-
ment to aircraft leasing since almost all
Ukrainian politicians are tied to some
business interest. How the government
can pay for the bailouts is far from clear.

Political infighting
This lack of direction is further com-
pounded by political infighting among
the government factions. Accusations
are flying around that refinancing mon-
ey was diverted to banks with good po-
litical connections; in response, the cab-
inet of ministers attempted to remove
the head of the national bank, while the
parliament passed a resolution stating
that the president was personally re-
sponsible for the financial crisis. 

But nowhere has the fracture
through Ukraine’s political class be-
come more evident than during the nat-

ural gas crisis at the beginning of this
year. When gas was finally restored to
Europe after weeks of pleading and
threats, the president demanded that
the transit deal negotiated by the prime
minister be reworked. Obviously, inter-
nal politics played a role here. But his
words reflect a real concern: Ukraine
needs gas transit earnings, but with the
other pressures on the Ukrainian bud-
get and economy, where will Ukraine
get the money to pay higher prices for
gas on top of everything else?

➜

Ukraine: No Sense of Orientation

By Kevin Mason

Kevin Mason
is Associate 
of Nörr 
Stiefenhofer
Lutz in Kiev.

kevin.mason@noerr.com

Prime Minister 

Tymoshenko wants

action but is caught up 

in fighting.O
ffi

ce
 o

f t
he

 U
kr

ai
ni

an
 P

ri
m

e 
M

in
is

te
r



March | 2009      FINANCEE66

A
le

xa
nd

er
 S

ch
ne

id
er

Imprint

Editor in chief: Bastian Frien (baf)

Managing editor: Steven Arons (sta)

Editors: Irina Jaekel (iri), Armin Haeberle (hab), 
Olga Katrych (oka)
Phone: +49 (0)69-7591-2490
Fax: +49 (0)69-7591-3224
E-mail: editor@finance-ee.com

Publisher
FINANCIAL GATES GmbH
c/o F.A.Z.-Institut
Mainzer Landstrasse 199
D-60326 Frankfurt, Germany

Managing directors
Dr. André Huelsboemer, Volker Sach

Advertising enquiries
Sylvia Daun, Director of Communications
Phone: +49 69 7591-1482
Fax: +49 69 7591-2495
E-mail: sylvia.daun@finance-ee.com

Subscription enquiries
Jennifer Hartmann
Phone: +49 69 7591-2494
Fax: +49 69 7591-2495
E-mail: jennifer.hartmann@finance-ee.com

Postal address
P.O. Box 200163
D-60605 Frankfurt, Germany

Homepage: www.finance-ee.com

Subscription rates
Cover price: ¤8
(incl. 7% German VAT and delivery) Direct order only.

As of the beginning of 2009 subscriptions will be
available through online order only. FINANCE Emerg-
ing Europe is published quarterly. Annual subscrip-
tion fee: ¤32 (incl. 7% German VAT and delivery).

Cover photo: FINANCE, iStock

Printed by: Westdeutsche Verlags- und Druckerei
GmbH, Frankfurt, Germany

Layout: Daniela Seidel and Melanie Warnecke, 
FINANCIAL GATES

Proofreading: Doris Huelsboemer, FINANCIAL GATES

Disclaimer: All information in this magazine is
provided with as much accuracy and caution as pos-
sible and appropriate. However, all information is
still provided “as is,” with no guarantee of complete-
ness, accuracy, timeliness or of the results obtained
from the use of this information, and without
warranty of any kind, express or implied, including,
but not limited to warranties of performance, mer-
chantability and fitness for a particular purpose.
In no event will “FINANCE in Emerging Europe”, its
editors, photographers, related partners, agents or
employees thereof be liable to you or anyone else
for any decision made or action taken in reliance 
on the information in this magazine or for any conse-
quential, special or similar damages, even if advised
of the possibility

Outlook FINANCE EE 2 | 2009

M&A focus: Is buying size still worth it? The up and downsides of
growing your company through mergers and acquisitions.

Sector focus: natural resources and commodities. How is the industry
performing now that the downturn has crushed energy and commodity
prices around the globe?

Turkey: Will it ever become the gateway to the Middle East?
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