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Since achieving their independence in 1991, Mongolia and the Central 
Asian Republics have been able to look back upon a successful econo m
ic development. This is all the more gratifying since the beginning  
was anything but easy, despite high hopes that were backed by enor
mous reserves of natural resources. Due to the severe division of labour 
in the Soviet Union, production in these areas focused on a relatively 
small range of goods. The transportation routes, as well as the procure
ment and distribution channels, were organised mostly for the benefit  
of Russia. In addition, the region lacks any ports. Lastly, the new  
political beginning itself proved to be difficult; the challenge of trans
forming the system, both then and now, is to harmonise traditional 
political structures with democratic principles and the needs of modern 
economies. 

Central Asia and Mongolia are making great progress in reforming  
and modernising the local economies. These countries have also been  
accepted into the global community both politically and economically. 
When diversifying their trade flows, they were able to tap into new 
markets for distribution. Among the most important achievements is the 
expanding trade with Europe and China. The factor playing a central 
role here is the generation of new transportation capacities, such as 
in the form of new pipelines. Natural resources continue to dominate 
foreign trade and foreign exchange inflows in most of these countries. 
Moreover, a middle class has formed in the conurbations whose demand 
is creating new businesses and jobs as well as generating sales and 
production opportunities for foreign companies. 

Of course, there is still a lot to be done. One of the core problems from 
the perspective of foreign businesses is the severe fragmentation of 
the region into individual countries and the subsequent high number 
of regu lations. These countries have now acknowledged this and are 
attempting to use free trade agreements, among other things, to create  
a more attractive climate for foreign trade and investment.

We want to take you with us on a journey to Central Asia and Mon
golia and show you the diverse business opportunities in this region, 
as well as the risks. We ourselves have been present in the region as 
Commerzbank for many years. We have representative offices in Turk
menistan, Uzbekistan and Kazakhstan, while also maintaining business 
relations with banks and other organisations. Our representatives are 
happy to provide you with advice and support.

Central Asia and Mongolia:  
more than natural resources

4 I Foreword

Dr Rainer W. Schäfer 

Head of Country Risk Research for Commerzbank AG

Per Fischer

Head of Financial Institutions, Commerzbank AG
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The significance of Central Asia  
and Mongolia for German  
foreign policy

Dr Gernot Erler

Member of the German Parliament,  
former Minister of State, 
Federal Government Coordinator for  
Intersocietal Cooperation 
with Russia, Central Asia and 
the Eastern Partnership Countries

In view of the many crises in our immediate neighbourhood, Central 
Asia and Mongolia may not be the centre of attention right now for the 
German and European public. Nevertheless, the region is becoming 
increasingly important: not only as a vital supplier of natural resources 
and energy, but also on account of its geographical location at the  
crossroads between Europe and Asia. An example of this is the devel
opment of a transcontinental transport infrastructure, particularly in the 
rail sector, which connects the Far East with Europe and runs through 
Central Asia as well as Mongolia. 

The EU Central Asia Strategy was developed in 2007, while Germany 
held the Presidency of the Council, with the goal of expanding the  
political and economic potential of relations with the region. The EU  
and Germany in particular thus emphasise Central Asia’s increased  
importance and their predominant interest in contributing to the  
sustainable political and economic development of the region. 

Since that time, relations have developed dynamically. Despite the  
geographical distance, the mutual perception is that we have moved 
closer. As Federal Foreign Minister Steinmeier emphasised during his 
trip to Mongolia at the start of July 2014, Germany and Mongolia are  
“distant neighbours” connected by friendship. The same applies to  
our part ners in Central Asia. 

The former Soviet republics of Kazakhstan, Kyrgyzstan, Tajikistan,  
Turkmenistan and Uzbekistan only gained their independence a little 
over two decades ago. The difficult process of building the state and  
of political, social and economic transformation has still not been  
completed. Germany and the European Union provide support here  
in many ways, for example via programmes to strengthen a vibrant  
civil society and the rule of law. It would also be preferable if the  
Central Asian states were to intensify the regional collaboration  
with one another. As understandable as the desire to realise the  
sovereignty that they only very recently achieved may be, it is also  
crucial precisely for these states that lie in the geographical heart  
of the Eurasian continent to reach across borders and cooperate  
politically and economically. The fair division and use of water and  
energy sources, as well as questions concerning environmental  
protection, for example, are existential challenges which can only  
be overcome by the Central Asian countries working together.
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The 40th anniversary of GermanMongolian 
diplomatic relations in 2014 is a good occasion 
to honour this bilateral cooperation and to give 
it further momentum. Both Germany and Mon
golia have made progress in many areas since 
diplomatic relations began. This applies both 
to the creation of the partnership on natural  
resources and to the GermanMongolian  
college which is due to open this year. 

Despite the dynamic, doublefigure growth 
rates of recent years, the potential of the co
operation between Germany, an exporting and 
highly technological country, and Mongolia, 
one of the richest countries on earth in terms 
of natural resources, certainly hasn’t been 
exhausted. Proof of interest in intensifying 
economic cooperation came, for example, with 
the highranking composition of the economic 
delegation that accompanied Foreign Minister 
Steinmeier on his trip. Germany and Mongolia 
are bound politically: not only by a partnership 
of interests but also by a partnership of values. 

Germany has great respect and recognition  
for the progress Mongolia is making in 
transforming itself, and the will of the polit
ical players responsible for modernising the 
country, both sustainably and comprehensive
ly. Mongolia can count on Germany’s political 
support in this respect. There are more than 
30,000 Mongolians who can speak German  
or know Germany from personal experience, 
and they are important dialogue partners  
in this context. 

The basis of German foreign policy is the 
conviction that participatory and constitutional 
relations are the prerequisite for longterm 
stability and sustainable prosperity. This prin
ciple also underpins the offer extended to our 
partners in Central Asia and Mongolia to fur
ther develop our partnership on a level playing 
field. We are convinced that the intensification 
of our relations can contribute to our mutual 
advantage, and to prosperity, peace and stabil
ity in the region. 
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Central Asia in the spotlight of the 
Committee on Eastern European 
Economic Relations

Prof. Rainer Lindner

Executive Director of the Committee on Eastern 
European Economic Relations

The Central Asian countries, in particular Kazakhstan, retain their  
great importance for the German economy, both through their many 
years of noticeable economic development and also through increased 
opportunities for cooperation in the area of natural resources. At  
the same time, there is still a significant need to modernise alongside  
the region’s equally heartfelt ambition to modernise, which continues  
to keep interest in German products alive – and German expertise  
in particular. There are many opportunities for German businesses  
in the region, although international competition continues to grow. 

At the start of 2015, the existing customs union between Kazakhstan, 
Russia and Belarus has been further developed into a Eurasian  
Economic Union. This will change the general conditions for German 
businesses and generate new opportunities.

Out of the five Central Asian Republics, Kazakhstan remains the most 
important economic partner for Germany by a large margin. The 
country’s government has set itself lofty and ambitious goals with its 
“Strategy 2050”. Almost 90% of German trading turnover with Central 
Asia in the first quarter of 2014 was attributed to Kazakhstan. Never
theless, some problems remain concerning bilateral economic relations, 
in particular the failure to renew the Hermes guarantees. On a positive 
note, however, the 2012 intergovernmental agreement with Kazakhstan 
regarding cooperation on natural resources and modernisation has gen
erated positive momentum. New opportunities for German businesses 
are opening up in connection with the focus of EXPO 2017, to be held  
in Astana, entitled “Future Energy”. 

The secondmost important trading partner in Central Asia by a clear 
margin is Uzbekistan. We hope to see improvements in the general 
conditions for commercial operations here, especially in the conversion 
of the national currency and the limitation of arbitrary state interven
tion. The number of German businesses operating in Uzbekistan is also 
growing.

Turkmenistan’s economic figures continue to be very positive. This is 
largely attributable to the enhanced possibilities for the country’s gas 
exports. Germany’s economic relations with Kyrgyzstan and Tajikistan 
remain at a low level. Small markets and weak financing opportunities 
are the most significant economic dampeners. 
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Comprehensive network, broad  
customer base
Germany is traditionally counted among Cen
tral Asia’s and Mongolia’s closest economic 
partners. That is why Commerzbank is continu
ously building up and expanding its commer
cial relations with Central Asian and Mongolian 
banks, and has been doing so for more than 
20 years. As one of Europe’s leading service 
providers for foreign financial institutions, the 
bank has proactively advised and supported  
its banking and corporate clients even in times 
of crisis. 

Commerzbank has a significant share in the 
processing and financing of German for
eign trade with the Central Asian states and 
Mongolia. In addition, we are also active in 
other business areas. We currently maintain 
relations with 28 Kazakhstani, 1 Kyrgyzstani, 
12 Tajikistani, 11 Turkmen, 18 Uzbekistani and 
11 Mongolian banks.

The local Commerzbank representative offices 
support the activities of Commerzbank and its 
international customer base as noncommer
cial units in the Central Asian countries and 

Commerzbank has long been represented in Kazakhstan, Turk
menistan and Uzbekistan through its own representative offices  
in these countries, which also serve the neighbouring countries of  
Kyrgyzstan, Tajikistan and Mongolia. Using countryspecific ex
pertise, highquality products and personal service, Commerzbank 
contributes to tapping the full growth potential in the region and 
minimising risks.  

Banking systems and risks are  
heterogeneous
More than 20 years ago, Kazakhstan, Uzbe ki
stan, Turkmenistan, Kyrgyzstan, Tajikistan and 
Mongolia established new national banking 
systems. These developed in very different 
ways in terms of complexity, international 
market focus and transparency. Both state and 
commercial institutions have continuously 
built up and expanded their collaboration with 
international banks across multiple business 
sectors.

During the recent crises, the local financing 
and banking systems were able to prove their 
resilience and stress resistance with differing 
results and successes. 

Some of the themes that play a decisive role 
in the risk assessment of institutions and 
businesses are country rating, banking rating, 
regulatory professionalism, AML/compliance 
legislation, management quality, potential state 
support and market transparency. Also taken 
into account are experiences from past restruc
turing phases. This results in classifications 
that vary from country to country. 

To Central Asia and  
Mongolia with Commerzbank

Axel Nikolaus 
Bommersheim 

Regional Head,  
CIS Countries,  
The Baltics, Mongolia,
Commerzbank AG

Per Fischer 
Head of Financial 
Institutions,  
Commerzbank AG
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Mongolia. This includes providing consult
ancy services for businesses that want to build 
up new trade relations with these countries 
using the appropriate financing and hedging 
instruments.

The services which Commerzbank has provi d
ed to these countries cover: payment transac
tion processing with our 5,000 partner banks 
worldwide; shortterm documentary export 
and import business; mid and longterm 
export financing with export credit insurance 
cover; direct lending to banks; hedging on 
foreign exchange trading; the precious metal 
trade; consultancy services; and market and 
risk analysis.

Commerzbank has been cooperating actively 
for many years with international financial 
institutions such as the European Bank for 
Reconstruction and Development (EBRD), the 
World Bank subsidiary International Finance 
Corporation (IFC) and the Asian Development 
Bank (ADB) within the framework of the cor
responding Trade Facilitation Programme (TFP) 
to realise foreign trade transactions, which 
particularly benefit mediumsized businesses. 

We also see training and further training of 
bank employees as an important task – both 
training on the job in one of our branches and 
via seminars in Germany or locally, which 
contribute to greater professionalism in those 
countries.

Additionally, we are active in numerous associ
ations and forums, such as German industry’s 
Committee on Eastern European Economic 
Relations, the Eastern Europe Association, the 

International Chamber of Commerce and other 
business associations, in order to support the 
interests of the German economy.

Positive trend
Commerzbank has continuously expanded its 
global network in its role as the leading bank 
for mediumsized businesses. The representa
tive offices and relationship managers at our 
locations around the world and in Financial 
Institutions at Commerzbank’s Head Office 
in Frankfurt am Main are ready to assist with 
detailed countryspecific expertise, technical 
knowhow and contacts. 

We view the trend for the Central Asian region 
and Mongolia as positive, owing to the diverse 
opportunities, and will be pleased if our work 
helps to make a positive mark and send out a 
positive signal to politics and business.
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Due to their proximity to the “superpowers” 
of China and Russia, the great need to catch 
up with the industrial countries, high foreign 
investment and the long period of good global 
economic activity, Central Asia and Mongo
lia have experienced rapid industrialisation 
and high growth since the year 2000. In the 
process, it has been shown that the region’s 
wealth of commodities has heavily fuelled the 
respective growth momentum. This is because, 
with the exception of Kyrgyzstan and Tajiki

stan, most of these countries are among the 
rich countries in terms of commodities. One 
can clearly see that the growth in countries that 
are especially rich in commodities, such as 
Kazakhstan or Turk menistan, and the countries 
of Kyrgyzstan and Tajikistan with very few 
resources, has diverged; the average growth 
rate in Turkmenistan – the “outperformer” 
of the region – from the year 2000 until the 
financial crisis was a good 15% p.a., whereas 
Kyrgyzstan came in at 4.5% p.a. 

The success of the region – which is not only 
rich in energy resources, but also increasingly 
produces gold, copper, coal and cotton – was 
therefore largely due to the boom in commod
ities in recent years. However, the supercycle, 
in which the prices of all commodities rose in 
unison, is undoubtedly over. There are two key 
reasons for this: Firstly, the boom in commod
ities was primarily the result of the rapidly 
increasing demand from China. The urbanisa
tion and industrialisation of the most popu
lous country in the world brought with it an 
enormous requirement for commodities. This 
growing need encountered a limited supply 
and prices therefore rose sharply. However, the 

Commodities are drivers of 
growth – lower prices promote  
diversification

Central Asia has been among the fastestgrowing regions in the 
world over the past few years. However, the difference in growth 
between those countries rich in commodities and those with very 
few was substantial: countries with higher exports of commodities 
almost always demonstrated significantly higher growth rates. Yet 
those countries rich in commodities neglected to diversify their 
economies in the “years of plenty”. Now that the general boom in 
commodities is over, in our opinion, these countries must reduce 
their economies’ dependence on commodities. 

Eugen Weinberg

Head of  
Commodities Research 
for Commerzbank

Countries that are richer in commodities grow faster 
GDP in constant prices, indexed 1990 = 100
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growth momentum in China has weakened sig
nificantly in recent times; only a few years ago, 
the economy was growing in double figures – 
this year’s growth is projected to be just 6.5%. 
Secondly, the massive price hikes in the com
modities markets over the past few years have 
made the production of commodities attractive 
once again. In the energy sector and mining 
industry, massive investments have been 
made in new methods of extraction. Thus, the 
increase in supply followed the increase in 
demand with a corresponding delay, and even 
overtook demand in one or more sectors. The 
crude oil market is probably the most prom
inent example at present. The high oil prices 
promoted massive investment in new methods 
of extraction. The result is the shale oil rev
olution in the USA: this means the market is 
currently being flooded with oil and prices 
have been put under severe pressure as  
a result.

And so, the big boom is over. This is even 
more so since not only is China’s demand 
weakening, but the economy in the industri
alised countries is also floundering. Whereas 
Europe hasn’t yet managed to fully recover, 
the Federal Reserve System (Fed) is gradually 
beginning to normalise its monetary policy and 
could initiate the interest turnaround this year. 
This also gives the US dollar momentum and 
thus puts the price of commodities – largely 
denominated in dollars – under pressure.

Having profited substantially from the boom 
in commodities, the Central Asian countries 
therefore face major challenges: Firstly, they 
must look more closely at natural resource 
markets to see where opportunities are 
opening up. The natural resource market 
is becoming more heterogeneous, with the 

development of supply and demand focusing 
more and more on specific commodities and 
therefore promoting various price cycles in 
the process. Secondly, they have to diversify 
even further. During the boom of recent years, 
countries rich in commodities relied primarily 
on their successes in natural resource exports. 
The range of exports even decreased, instead 
of broadening as it did in the countries with 
fewer resources. Now it is primarily those 
countries rich in commodities that are called 
upon to spread their economic success over 
more pillars. At least the fiscal coffers are well 
stocked thanks to the boom, meaning funds 
are available to foster innovations in alternative 
business sectors. 
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Since the turn of the millennium, Kazakhstan’s 
economy has grown on average by 7.8% per 
year – more than double the speed of the 
global economy. With 17 million inhabitants, 
Kazakhstan is a mediumsized country but a 
global player when measured by land surface: 
the country comes in ninth place worldwide in 
this category. It is almost eight times as large 
as Germany and is by far the largest country in 
Central Asia.  

It’s no wonder that Kazakhstan plays such a 
significant role in the global production of 
natural resources. Almost the entire contents 
of the periodic table can be found there in  
exploitable quantities. The country’s most 
important natural resource is crude oil. Kaz
akhstan has modernised and expanded its 
oil industry with the help of foreign investors 
since gaining independence. According to 
recent figures, oil production has increased 
steadily to almost 1.8 million barrels per day; 
this puts Kazakhstan on the same level as 
Norway and Angola. A further expansion in 
oil production is already on the horizon with 
the opening of the Kashagan oil field in the 
Caspian Sea. The country’s known reserves are 
calculated to last for almost another 50 years, 
taking into account the current production 
quantity. Crude oil is by far the most import
ant export, accounting for a good 75% share 

Kazakhstan: 
the region’s top performer

Kazakhstan stands out from the other countries of Central Asia  
in many respects. With a GDP per capita of USD 13,500, it pos
sesses far and away the greatest economic power. The country  
is thus drawing almost level with Russia and it stands on the cusp  
of being a highincome country in accordance with the World 
Bank’s definition.

Economic growth
in %

Source: Commerzbank AG, IMF
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of Kazakhstani exports. The country also exports to countries in the 
European Union: Kazakhstan supplied around 6% of all German crude 
oil imports in 2012. 

However, crude oil isn’t the only natural resource that Kazakhstan 
produces. The country possesses huge deposits of hard coal and is 
one of the top ten biggest producers of this resource: the known coal 
reserves are calculated to last for almost another 300 years. Additional
ly, Kazakhstan is the most important supplier of uranium with a global 
market share of around one third. The production of uranium has also 
continuously increased. Furthermore, a whole range of metals are being 
produced such as iron, copper, chromium, aluminium, cadmium, zinc, 
titanium, manganese and silver. Kazakhstan is among the ten largest 
producers of many of these metals. The country also possesses signifi
cant potential in terms of rare earth elements. 

Kazakhstan is the Central Asian country with the strongest trade rela
tions with Europe. Germany is the third most important foreign trade 
partner behind China and Russia. In 2013, the destination for 8.1% of 
all Kazakhstani exports was Germany. France and Italy are also import
ant recipients of Kazakhstan’s natural resources. In 2013 Germany again 
reached third place in Kazakhstani imports with a share of 6.3%. 

The Kazakhstani state finances are currently in good shape. Thanks to 
revenues from natural resource exports, surpluses have been accruing 
for years that are being collected in an oil fund. This recently comprised 
USD 77 billion, corresponding to 35% of GDP. The national debt is just 
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Matthias Rubisch

Country Analyst, 
Commerzbank AG



14 I Kazakhstan

13% of GDP, meaning the state has a net debt of zero. On the other 
hand, the enterprise sector has fallen into relatively heavy debt abroad 
due to significant investments in recent years. In conjunction with the 
high dependence on the price of natural resources, this represents a 
particular weakness for the country. Kazakhstan is the only country in 
Central Asia to possess an investment grade rating with the three big 
rating agencies. 

Kazakhstan established a customs union together with Russia and Bela
rus that came into force in 2010. They have since agreed on the next 
step towards integration: the Eurasian Economic Union will come into 
existence at the start of 2015. This will primarily offer Kazakhstan access 
to the huge Russian market. Given the economic level it has already 
reached, Kazakhstan is keen to further develop in other sectors beyond 
mining. Correspondingly, the general conditions for businesses – mea s  
ured against the World Bank’s ease of doing business index – have also 
been improved in recent years. Here, Kazakhstan came in 50th place 
out of 189 countries in 2013. It thus lies 42 places ahead of Russia and 
significantly ahead of most other Central Asian countries.

My personal experience 

Despite winning a Golden Globe Award for his film and television charac

ter Borat, Sacha Baron Cohen is most likely still waiting desperately for 

a prize from the tourism board of Kazakhstan. Thanks to him, the land of 

the endless steppe has gained much attention and popularity – 

and rightly so! Next highlight: the new capital city of Astana invites you  

to the EXPO in 2017.

Dr Bodo Thöns
Head of the 
Commerzbank
Representative Office 
in Almaty with 
responsibility for 
Kazakhstan, Kyr
gyzstan, Tajikistan and 
Mongolia

Banking sector 

With the agenda of the new finance marketing architecture, Kazakhstan 

is today planning a drastic increase in the equity requirements for banks. 

The target amount for 2019 is KZT 100 billion (approx. USD 550 million). 

The number of banks will fall from 38 (28 are Commerzbank customers) to 

between 15 and 20 financially sound and crisisresistant credit institu

tions. There are still vivid memories in the international banking world 

of three debt conversions, in which Kazakhstan did itself no favours by 

adopting an inflexible position in tough negotiations. In future, neither the 

state nor international banks want to have to tackle the strings attached to 

new rescue packages. 
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Uzbekistan:
the jewel in the crown of  
Central Asia

With around 30 million residents, Uzbekistan is the most  
densely populated country in Central Asia. It has a land surface  
of 447,000 km² – around a quarter larger than Germany. 

Uzbekistan’s economy has grown substantially 
since the turn of the millennium by an average 
of 7.2% per year – twice as fast as the global 
economy. The quality and availability of data 
concerning the country’s economic develop
ment in an international context are below 
average, however, making a comparison with 
other countries more difficult.

Uzbekistan possesses significant reserves of 
natural resources. The Muruntau gold mine is 
the largest opencast gold mine in the world. 
Uzbekistan produces around 75 tonnes of gold 
annually and is thus among the ten largest 
producing countries. Gold is also the country’s 
most important export. Furthermore, it also 
produces other metals such as copper, silver 
and uranium. Uzbekistan is also one of the ten 
largest uraniumproducing countries and has 
continuously increased production over the last 
few years. In addition, the country has natural 
resources of energy sources such as natural 
gas, crude oil and coal. However, production  
of natural gas and crude oil has been on the 
decline for a few years. BP reports that the 
known reserves will suffice for another 25 
years. China and Uzbekistan recently concluded 
a range of collaboration agreements to open 
up new oil and gas sources. A pipeline link be
tween Kazakhstan and China has existed since 
2012. The country thus has an alternative gas 
export route to the traditional export pathway to 
the west via Russia. The plan is to significantly 
increase the export of gas to China over the 
next few years by means of this pipeline. 

In the top ten for cotton
Alongside the mining industry, agricultural 
production also plays an important role. When 
it comes to cotton, Uzbekistan is one of the 
ten largest producers in the world. Cotton is 
the country’s secondlargest export product 
after gold. Uzbekistan also cultivates a broad 
range of fruit and vegetables. Irrigation is 
provided by the rivers that spring from the 
mountain ranges in Tajikistan and Kyrgyzstan. 
The relatively low GDP of USD 1,900 per capita 
means that many Uzbekistanis work as migrant 
workers in Russia. Bank transfers from migrant 
workers in Russia amounted to USD 6.6 billion 
in 2013, corresponding to some 12% of GDP. 

Uzbekistan has a diversified manufacturing in
dustry. Together with Kazakhstan, it is the only 
country in Central Asia with its own automotive 
manufacturing industry. The automotive sector 
is in fact one of the most important industrial 
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sectors, with a share of approximately 20% of 
industrial production. It has had a collaborat
ion agreement since the early 1990s with the 
South Korean manufacturer Daewoo, which 
now belongs to the GM group. Cars were  
originally assembled solely from imported kits, 
but the share of locally manufactured parts has 
gradually increased, as has the total produc
tion. Around 250,000 cars were produced in 

the country last year. The joint venture has a 
market share of over 90% in terms of private 
cars. Roughly a third of all cars produced are 
exported, with the primary customers being 
Russia and Kazakhstan. In 2009, the German 
commercial vehicle manufacturer MAN also 
established a joint venture in Uzbekistan for 
the assembly of heavy goods vehicles. Cap
acity has increased gradually since production 
began to the current figure of 6,000 vehicles 
per year. 

China, Russia, Kazakhstan and Turkey are the 
most important foreign trade partners. Foreign 
trade with Germany consists overwhelmingly 
of German exports to Uzbekistan. Germany 
reached sixth place in Uzbekistani imports in 
2013 with a share of 4.3% and is by far the 
most important trading partner in the Euro
pean Union.   

Uzbekistan has enormous potential for cultural 
tourism that remains largely untapped. The 
cities that lie on the historic Silk Road, such as 
Bukhara and Samarkand, are some of the old
est cities in the world. They contain a plethora 
of historically significant architectural monu
ments and artistic treasures. 
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My personal experience 

Immediately after my arrival in Tashkent,  

I was elected President of the German  

Business Club. Our regular gatherings offer  

all visitors the opportunity to exchange  

opinions and to evaluate business prospects.

Dr Helmut Fischer 
Head of the  
Commerzbank  
Representative Office 
in Tashkent

Banking sector 

Since the Uzbekistani currency – the som – 

cannot be freely converted, interested  

exporters often meet business partners in 

Uzbekistan with sufficient amounts of local 

currency. The lengthy allocation of foreign 

currency then stands in the way of successful 

business, however. Even the local business 

banks cannot really influence this process. 

They are, however, in a position to estimate 

the likely delays. Depending on the result, 

they may then be prepared to issue a letter of 

credit and thereby be obliged to pay. This is 

the single real indicator for the resolvability of 

the conversion problem at the present time. 

Unfortunately, such projections are not always 

accurate enough to ensure that currency  

will be available even with the existence of a 

letter of credit. Thanks to our confirm ation, 

however, this is no longer the exporter’s 

problem.



The economy has grown on average by ap
proximately 13% per annum since the turn of 
the millennium according to official figures. 
At around USD 7,000 per capita, the country’s 
GDP is on a level with China and around half 
that of Russia’s. Even though these figures may 
somewhat overplay economic development, 
the economy shows a trend towards positive 
growth. 

The natural gas sector is the basis of this eco
nomic development. The country possesses the 
fourth largest natural gas reserves in the entire 
world, with roughly 10% of global natural gas 
reserves being locked in the ground beneath 
Turkmenistan. The country still has a long way 
to go before fully tapping into its enormous po

tential in this field. In 2013, Turkmenistan only 
reached 13th place for natural gas production 
in international terms. The known reserves 
would last for roughly another 300 years at 
this rate of production. There are therefore 
sufficient reserves for a significant increase 
in gas production. Production capacities will 
be significantly expanded in the coming years 
with the help of China. 

Up until a few years ago, the pipeline running 
to Europe via Russia, which was established in 
the Soviet era, was the sole highvolume ex
port route for Turkmenistan’s natural gas, for 
which Ukraine was the main customer. During 
the global economic crisis of 2009, this crucial 
export route was closed for a long period and 
thus led to a severe decrease in gas exports.  
Since that time, the country’s relations with  
Russia have cooled quite significantly. Three 
new natural gas pipelines running via Uzbe ki
stan and Kazakhstan to China have been con
structed during the last few years with support 
from China. The majority of Turkmenistan’s 
natural gas is no longer exported via Russia 
but rather via this new route. Turkmenistan 
aims to further increase and diversify its pos
sibilities in terms of export. Smaller pipelines 
already exist to the neighbouring country of 
Iran. Furthermore, a fourth pipeline running 
via Tajikistan and Kyrgyzstan to China is in the 

Turkmenistan: 
a country going places

With a surface area of 488,000 km², Turkmenistan is around a 
third larger than Germany. Over 80% of the country is made up 
of desert and semidesert. The country has over five million  
inhabitants. Further statistical information is hard to come by 
and the opportunities for obtaining information online, for  
example, are severely limited.
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planning stages. In addition, a pipeline is being considered that would 
run via Afghanistan and Pakistan to India. 

The most visible signs of the economic upswing are the numerous state 
construction projects dotted around the country. The view over the cap
ital city of Ashgabat has changed completely in recent years. Highrises, 
spacious buildings and monuments have now become the defining  
features of the city’s image. 

Agriculture remains the most important sector in terms of employee 
numbers, however. Owing to the low precipitation levels, all agricultural 
expanses have to be irrigated artificially. The country is therefore de
pendent on the inflow of water from the mountains of Tajikistan. Cotton 
and wheat, which meets domestic demand, are the most important 
commodities. New capacities have been generated in recent years for 
the processing of cotton. 

China, Turkey and Russia are the country’s most important trading part
ners, with China being the recipient of more than two thirds of all Turk
men exports in 2013. GermanTurkmen trade is dominated by German 
exports to Turkmenistan. Germany supplies 6.1% of all Turkmenistan’s 
imports – chiefly medical technology, chemical products and vehicles – 
and is therefore number five on the list of supplier countries. 

My personal experience 

Very little is known of Turkmenistan on an 

international level and it doesn’t generally 

captivate the visitor straight away. Officially 

neutral since 1996, the country in fact has a 

lot to offer economically as well as in terms 

of tourism. The top search result when one 

enters “Turkmenistan” into a search engine is 

usually the socalled “Door to Hel”, a burning 

crater which is the result of a disastrous test 

drill carried out in 1971. Situated approxi

mately 250 km northeast of Ashgabat, the 

flames have been burning continuously since 

then, presenting an especially impressive 

spectacle as darkness begins to fall.

Olaf Letzel
Head of the 
Commerzbank
Representative Office  
in Ashgabat

Banking sector 

Turkmenistan’s banking sector consists of  

12 commercial banks – 11 of which have  

accounts with Commerzbank – and is domi

nated by the six state banks, since the national 

economy is almost entirely in the hands of the 

state. Privatisation efforts are moving ahead, 

however, and are flanked by the European 

Bank for Reconstruction and Development 

(EBRD), among others, in the context of its 

Trade Facilitation Programme. The Central 

Bank of Turkmenistan is the regulator for  

the commercial banks but also conducts 

commercial business, primarily in the aviation, 

homeland security and telecommunications 

sectors. The country’s currency has been 

pegged to the US dollar since 2008.
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Tajikistan:
wellspring of the region

After the severe slump in the 1990s that followed the breakup of the 
Soviet Union and the ensuing civil war, since 2000 the economy has 
grown again twice as fast as the global economy at an average rate of 
7.8%. Alongside the stabilisation of the domestic political situation, the 
positive economic development in Russia has also made a significant 
contribution in this regard. The numerous Tajikistani migrant workers 
represent the most important link to the Russian economy. Bank trans
fers made by migrant workers amounted to around USD 4 billion  
in 2013 (corresponding to just short of 50% of GDP). The demograph ic
ally induced shortage of workers in Russia and the huge disparity in  
income between the two countries indicate that weak economic develop
ment in Russia will in future enable Tajikistani migrant workers to trans
fer large sums to their families. With a GDP of around USD 1,000 per 
capita, Tajikistan is the secondweakest economy in the region behind  
Afghanistan. 

The country’s most important exports are energy in the form of smelted 
aluminium and electricity as well as cotton. The country profits from its 
abundant water resources in the process, which are also of importance 
to the existence of neighbouring countries. Most of the hydroelectrically 
generated power is consumed at by far the largest industrial company in 
the country, an aluminium smelting plant. However, hydroelectric power 
primarily supplies large amounts of electricity in the spring and summer, 
while production falls behind demand in winter.  

In addition to the further development of hydroelectric power, multiple 
projects were recently advanced for the investigation and exploitation 
of natural gas reserves. Should the reserves prove to be commercially 
exploitable, Tajikistan could use these to cover not only its own demand 
but could also rise to become a gas exporter. This would give the nation
al economy a strong growth stimulus. In any case, the country will profit 
in the form of transit fees from the planned gas pipeline running from 
Turkmenistan to China.

Foreign trade with Germany has so far only accounted for a small 
volume; the most important partner countries are China, Turkey, Russia 
and Kazakhstan. 

My personal experience 

Tajikistan lies behind the “seven mountains”, 

some of which are over 7,000 m high accord

ing to proverb. While the other Central Asian 

countries historically illustrate the westward 

path of the Turkish peoples, Tajikistan also has 

closeknit cultural ties with Persia in terms of 

language. The local fruits and meals are deli

cious, and are often refined with a lemon that 

tastes somewhat like mandarin and is found 

almost exclusively here. The crystalclear  

waters from the mountains too and the  

courteous hospitality of the diverse ethnic 

groups, as well as the highly interesting archi

tectural features in the region are important 

plus points in this beautiful country.

Carsten Theuer 
Relationship  
Manager,  
Uzbekistan and  
Tajikistan,  
Commerzbank AG 

Banking sector 

The financial market includes 20 active banks 

and many microcredit organisations. The 

sizes of these are very manageable. The most 

promising business is that of bank trans

fers by migrant workers. Projects with local 

added value are created with support from 

inter national development organisations and 

banks. Commerzbank maintains an account 

relationship with 12 banks. 



Economic and political development in Kyrgyzstan has been more vola
tile in recent years than in the other Central Asian countries. The coun
try experienced a revolution in 2005 and again in 2010. Nevertheless, 
since the year 2000 the economy has grown, at an average of 4.3%, 
more strongly than the global economy. By far the most important export 
of the country is gold, produced in one of the largest mines in the world. 
The country also possesses water resources of significance for the 
entire region. These are used to generate electricity. Another significant 
economic factor is the bank transfers from migrant workers in Russia, 
which amounted to USD 2 billion in 2013 (a third of GDP). The situation 
is comparable to that of Tajikistan: bank transfers by migrant workers in 
Russia will play a significant role in future here too. 

With a GDP of USD 1,300 per capita, Kyrgyzstan is among the econom
i cally weakest countries in the region. It has moved more substantially 
towards opening up and deregulating its economy as well as towards the 
democratisation of its society than most other countries in Central Asia. 
Tourism and trade benefit from the lack of visa requirements for many 
foreign citizens, relatively low customs duties and the free convertibility 
of the national currency. Kyrgyzstan occupies 68th place in the World 
Bank’s ease of doing business ranking and is thus in second place in the 
region behind Kazakhstan. 

China, Russia, Kazakhstan and Uzbekistan are the most important 
foreign trade partners. Trade with Germany has so far only accounted 
for a small volume. The Eurasian Economic Union headed by Russia 
and the Chineseled economic cooperation along the historic Silk Road 
currently represent two important initiatives that could lead to stronger 
economic integration of the Central Asian states in the medium term.  
As a small inland country, Kyrgyzstan would stand to profit to an 
especially large degree from this. The planned construction of a gas 
pipeline between Turkmenistan and China running through Kyrgyzstan 
could also result in positive momentum that would bring the country 
transit revenues. 

Kyrgyzstan: attractive to tourists, 
still needs economic improvement
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My personal experience 

Kyrgyzystan, Kirghizia, Kyrgyzstan – the name 

of the country is the first clue that you don’t 

quite know where you stand. The mountain

ous country is very enticing to tourists, rep

resenting good value for money. It has been 

more democratic than autocratic since the 

revolution in 2010. However, this doubtlessly 

difficult development comes with an enormous 

number of teething troubles. The country is 

currently known less as an investment location 

and more as a recipient of aid. 

Dr Bodo Thöns
Head of the 
Commerzbank
Representative Office 
in Almaty with  
responsibility for 
Kazakhstan, 
Kyrgyzstan, Tajikistan 
and Mongolia

Banking sector 

Today the country has around 20 banks and 

countless microcredit organisations. The 

pol itical whirlwind of 2010 derailed many 

banks.  In addition to a bank belonging to 

the Aga Khan Development Network, the 

market is dominated by two state banks and 

private banks from Russia and Kazakhstan. 

Commerzbank has scaled back its presence 

in Kyrgyzstan but maintains a correspondent 

relationship with one bank. 
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Mongolia has seen turbulent development over 
the last few years. With an average annual 
growth rate of 8.1%, the economy has grown 
more than twice as fast as the global economy 
since the year 2000. Significant driving forces 
for growth were foreign investments in the 
mining sector, state infrastructure projects 
and a general boom in construction. The GDP 
per capita has now increased to USD 4,000 
and is thus half that of China. Mongolia is the 
most sparsely populated country on the planet. 
Barely three million inhabitants live in an area 
of 1,564,000 km² – more than four times the 
size of Germany.

Mongolia possesses extensive reserves of 
natural resources, chiefly coal, copper and 
gold. These have so far only been exploited to 
a minor extent, which also has to do with the 
country’s inland location and that makes  
export of natural resources more difficult. In 
the face of high prices for natural resources 
and neighbouring China’s great demand for 
raw materials, the exploitation of Mongolia’s 

natural resources has gained momentum in 
the last few years. Direct foreign investments 
in Mongolia from 2009 to 2013 add up to more 
than 100% of the country’s GDP. The chief 
recipient has been the giant copper mine Oyu 
Tolgoi, which has seen investment of more 
than USD 6 billion. Since 2013, the mine has 
been producing copper and gold concentrate 
as part of the first expansion phase. Copper 
has thus overtaken coal as the country’s most 
important export. Mongolia’s copper produc
tion could double again once expansion of the 
mine is complete. However, the opening of 
new coal mines also brings with it significant 
potential for increases in production. But the 
marked decrease in coal prices over the last 
three years may put the brakes on the expan
sion of coal production capacities.

Mongolia also has untapped oil reserves that 
could lead to energy independence at the very 
least. Starting out at a relatively low level, 
crude oil production has been continuously 
increasing for years. Oil exports accounted for 
a 12% share of goods exports last year. How
ever, Mongolia has to import all oil products 
and has therefore been a net importer of oil so 
far. A stable legal framework for foreign invest
ors is required for the further development of 
reserves of natural resources. The Mongolian 
government has taken an important step with 
the introduction of a new law concerning 
investment. A range of infrastructure projects 
is also planned in order to reduce transpor
tation costs for natural resource exports. The 
construction of another railway link to China 

Mongolia: sparsely populated,  
but full of potential
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and the corresponding connection to Chinese ports would enable the 
country to export to other countries. 

Along with natural mineral resources, cashmere wool is a traditional 
export product for Mongolia that still retains its importance to this day. 
The country is the secondlargest producer in the world behind China. 
Cashmere wool accounted for 6% of Mongolian exports in 2013.

Mongolia is completely surrounded 
by its two huge neighbours, China 
and Russia. Correspondingly, both 
countries dominate in foreign trade 
relations. China is the recipient of 
around 90% of all Mongolian  
exports. China and Russia combined 
provide two thirds of all imports. Ger
many is the most important trading 
partner in the European Union and 
number six worldwide with its 3.4% 
share of Mongolian imports. Mon
golia only exports minor amounts to 
Germany by comparison. 

There has been a marked decrease in 
direct foreign investments since the 
first construction phase of Oyu Tolgoi 
was completed. This puts Mongolia in the position of having to face 
significant challenges. The only way to finance the huge trade deficit 
was by incurring debts abroad and using currency reserves. The coun
try’s foreign debt is high when compared at an international level. State 
finances are burdened by high expenditures for infrastructure projects 
in addition to the population’s share in future natural resource incomes. 
The publicsector debt was around 11% of GDP in 2013, according to 
the World Bank. The IMF and World Bank emphasise that economic 
policy needs to be adapted in order to counter both the macroeconomic 
imbalances that have arisen and the risks to financial stability.   

My personal experience 

Mongolia is a much underestimated country 

with its breathtaking landscape as well as its 

friendly and welleducated people. A very 

large proportion speaks German relative to  

the overall population. Opposite is a snapshot 

of Mongolian crossing lights, which show 

scenes from the national sport of wrestling. 

This just goes to show how imaginative 

Mongolians are. When the crossing light turns 

green, the Mongolian wrestler is shown doing 

the “eagle dance”, the triumphant pose after 

winning a wrestling match. 

Axel Nikolaus  
Bommersheim

Regional Head,  
CIS Countries,  
The Baltics, Mongolia,
Commerzbank AG

Banking sector 

11 out of 14 Mongolian banks maintain ac

counts with Commerzbank. The four leading 

banks are the Trade & Development Bank, 

Golomt Bank, Khan Bank and XacBank  

and they have a joint market share of approx. 

70%. The regulator, Mongool Bank, manages 

the banking sector professionally and has  

established a deposit security fund. The state 

bank for development, the Development Bank 

of Mongolia, has a promising future owing to 

its special function. Commerzbank is engaged 

in trade finance, ECA financing and loans. The 

trend shows these activities being expanded.
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European Bank for Reconstruction 
and Development supports  
sustainable energy projects

Since its establishment in 1991 EBRD has become the largest financial 
investor in its region of operations, which stretches from Central Europe 
to Central Asia and the Southern and Eastern Mediterranean. Central 
Asia and Mongolia is one of the core regions of the bank. Countries 
within this region face diverse challenges. Kazakhstan and Mongolia 
are two middleincome countries whose economies and development 
depend on exports of natural resources. Other countries, like Tajikistan, 
rely greatly on remittances. What they all have in common is the need  
to reform their energy sectors and to make them more sustainable. 

The EBRD is proud to play a leading role in this process. Since 2006  
the bank has invested EUR 814 million in sustainable energy projects 
across this part of our region. We brought the first wind farm to  
Mongolia – the 50 MW Salkhit project, recently recognised by the  
US Treasury Development Impact Honors award. In Kazakhstan, we 
have worked with the government on legislation for the development 
of the renewable energy market and energy efficiency, and we are also 
developing the first wind farm in the country. 

In addition to boosting the supply of clean energy, we are also commit
ted to reducing regional energy shortages through increased investment 
in energy and resource efficiency. This work is especially crucial in 
Tajikistan. 

Major impediments to economic development and foreign investment in 
Tajikistan include energy insecurity during winter and inefficient man
agement of water resources despite the country’s vulnerability to the 
effects of climate change. Sustainable development of its energy supply 
is vital for the country. 

Tajikistan’s abundant hydropower potential is set against a background 
of supply and infrastructure deficiencies and an acute need for reform  
of the power sector.

Sir Suma Chakrabarti

President of the European Bank 
for Reconstruction and Development
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To address these challenges, the EBRD has 
recently invested in the modernisation of the 
Qairokkum hydropower plant in northern  
Tajikistan, the bank’s largest investment to 
date in the country. Built in 1957, the 126 MW 
plant is the only electricitygenerating facility 
for the over two million people living in the 
Sughd region. The modernisation programme 
will increase production capacity and make the 
plant more resilient to the effects of climate 
change. 

After careful study, the EBRD arranged a 
financing package of USD 75.7 million, which 
included an EBRD loan of USD 50 million 
while the Climate Investment Funds through 
the Pilot Program for Climate Resilience 
provided a grant of USD 11 million and a 
concessional loan of USD 10 million. The  
governments of Austria and the United King
dom and the EBRD’s Shareholder Special  
Fund provided a further USD 4.7 million in 
grants to support technical assistance. 

Projects such as this, and the comprehensive 
sector reform that we are working on, are what 
Tajikistan and other countries in the region 
need to boost their economies and improve 
people’s lives. We believe that developing  
sustainable and secure energy supplies is one 
of the main priorities for this region, and we 
will continue to support this crucial sector 
across Central Asia and Mongolia. 
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German exports to all of the countries in Cen
tral Asia increased, with the exception of Kyr
gyzstan. Even exports to Uzbekistan – around 
20% fewer in 2012 compared to 2011 – have 
increased again and are showing a slight trend 
towards growth. As before, machine and plant 
construction also continue to dominate Ger
man exports to Central Asia. 

Country overview in detail 
Kazakhstan continues to be the number one 
German export partner in the region. Accord
ing to Eurostat, the country purchased ma
chines, equipment and vehicles from Germany 
in the amount of EUR 1.3 billion in 2013: 

a significant increase of 14.8% compared 
to the previous year. Exports to Kazakhstan 
increased by a total of 8.5% in 2013. In com
parison to the last three years, however, the 
trend appears to be steadily sinking. Exports 
increased by 25.1% in 2011 and by 14.2% in 
2012. The devaluation of the Kazakhstani tenge 
by 19% at the start of February 2014 and the 
subsequent price increase on import goods will 
probably lead to stagnation in imports from 
Germany this year, if not to an actual drop. 

German exports to Kyrgyzstan fell by 11.6% 
in 2013. After growth of 45.7% in 2012 com
pared to 2011 – which could have been caused 
by a few specific contracts – it’s no wonder. 
However, Kyrgyzstan’s initial and comparative 
values are significantly lower than Kazakhstan’s, 
for example. Exports to Kyrgyzstan dropped 
from around EUR 98 million in 2012 to around 
EUR 87 million in 2013 – Kazakhstan ordered 
25 times that amount. 

German exports to Tajikistan are equally 
low. Exports rose from EUR 28.4 million to 
EUR 36.6 million in 2013 – still achieving 
growth of 29% compared to 2012. 

German exports to Turkmenistan are develop
ing extremely well. German companies supply 
primarily machines and equipment here as 
well. This amounted to almost EUR 399 million 

Exports to Central Asia  
still dominated by machinery  
and equipment

Germany’s trade balance with all five Central Asian countries was 
once again positive in 2013 at 6.4%. In the previous year it had 
been – 4.2% due to a decline in imports of natural resources from 
Central Asia.
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in 2013, representing an increase of 23.8% compared to 2012. By com
parison, exports to Turkmenistan in 2010 amounted to EUR 260 million. 
This means they had increased by a third by 2013. This trend is set to 
con tinue since the government of Turkmenistan is making great efforts 
to expand the processing industry, primarily in the petrochemicals sector, 
but also in the energy and logistics sector. 

After having dropped in 2011 and 2012, German exports to Uzbekistan 
rose again by 6.9% in 2013 – from EUR 393 million to EUR 420 million. 
This once again represents second place for exports within Central 
Asia, but Turkmenistan is hot on the heels of its eastern neighbour 
with an export turnover of EUR 398 million. The result also shouldn’t 
be viewed too positively since the rigid Uzbekistani policy of exchange 
control further complicates the purely export trade for small and medi
umsized German companies. Despite officially announced efforts by 
the Uzbekistani political establishment, the business environment in 
Uzbekistan isn’t improving. On the contrary: 2013 also saw numerous 
big international investors turn their backs on the country. 

The balance of imports from the Central Asian countries to Germany is 
traditionally characterised by natural resources. 

After imports from Kazakhstan dropped by 11.6% in 2012 due to the 
diversification of crude oil supply sources in Germany, they rose again 
slightly by 6.2% in 2013. Due to the fact that Germany’s oil imports 
from different sources obviously fluctuate, imports from Kazakhstan 
increased again in 2013 by almost 30% to about 7.1 million tonnes 
(2011: 7.3 million tonnes; 2012: 5.4 million tonnes). In 2013, Kazakhstan 
reached fifth place in Germany’s ranking of most important crude oil 
suppliers (2012: six place). Simultaneously, imports from Libya – which 
surged from 2.8 million tonnes to 8.6 million tonnes in 2012 – fell to 
6.7 million tonnes in 2013. 

Imports from Kyrgyzstan grew in 2011 and 2012 but dropped by 17.4% 
in 2013. Germany obtains no oil or gas from Kyrgyzstan, but chiefly 
metal ores and metal waste, which had a 59.3% share of total imports in 
2013. The majority of this share consists of waste and scrap from base 
metals. However, even imports of the last product group fell by 42.8% 
to EUR 5.2 million in 2013, thus explaining the decrease in total imports. 

Jörg Hetsch

Head of the German Industry Delegation  
for Central Asia
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Cotton accounts for the overwhelming majority 
of Tajikistani exports to Germany – around 
90%. It is true that German imports from 
Tajikistan grew by around a quarter in 2013. 
However, since the total value here is only 
EUR 3.65 million, the fluctuations at this level 
should probably be disregarded. Tajikistan has 
virtually no developed reserves of natural re
sources at all. Exports from Germany to Tajiki
stan will therefore likely continue to outweigh 
imports for some time to come. 

Imports from Turkmenistan collapsed drastic
ally in 2013 by around 87%, falling from EUR 
75.6 million to just EUR 9.6 million. In contrast 
to the previous year, no oil was imported from 
Turkmenistan in 2013. The monetary value 
of the 39,000 tonnes of crude oil which the 
German Federal Office for Economic Affairs 

and Export Control recorded as having been 
imported to Germany in 2012 was just under 
EUR 64 million, according to Eurostat. That 
explains the enormous decrease. 

Uzbekistan also delivered significantly less to 
Germany in 2013 compared to previous years. 
By comparison, imports from Uzbekistan to 
Germany totalled around EUR 39 million in 
2010, coming in at just around half this amount 
with EUR 20.4 million in 2013. One of the 
causes for this continues to be the decrease in 
deliveries of textile fibres and textiles, which is 
almost certainly due to the ongoing discussion 
about the conditions under which cotton is 
harvested in Uzbekistan. According to Euro
stat, imports of textile fabrics fell by 5.3% to 
EUR 1.6 million. The import of yarns dropped 
by 14.5% to EUR 3.4 million. 

Kazakhstan is strengthening its position as Ger

many’s most important trading partner in the  

region of Central Asia – and will probably retain 

this title despite the devaluation of the tenge. 

This is down to the fact that trade revenue 

between Kazakhstan and Germany totalled EUR 

6.5 billion in 2013 – around 6.5 times as much as 

all the other Central Asian countries combined. 

Turkmenistan is making significant headway in 

catching up with Uzbekistan – which has so far 

taken second place – and may soon become  

Germany’s second most important trading  

partner in Central Asia. Kyrgyzstan and Tajikistan 

will continue to remain in fourth and fifth place.  

The German Industry Delegation in Almaty  

provides support in making business contacts.

Summary: you can find good business areas in all countries – you only have to look for them.
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The Business Council  
of Mongolia on the  
Mongolian economy

Both the country and its people are shaped by an extreme continen
tal climate, which is surely also the reason why the Mongolians have 
managed – despite being surrounded by Russia and China – to remain 
independent to this day. This point should not be underestimated as it 
also plays an important role in geopolitical action on a daily basis. 

From an economic perspective, the country is rather small with a GDP  
of USD 11.5 billion (2013). Growth rates from 2011 to 2013 were ex
emplary in international terms, however, at an average value of 14%. 
Growth was generated largely from the private sector in the years lead
ing up to the end of 2011. In 2012 and 2013, growth stemmed largely 
from statefinanced infrastructure projects. The country is expecting 
growth of less than 8% for the current year. The past 18 months have 
seen a rapid decrease in local as well as foreign direct investments. 

What caused this about-turn and what is the economic forecast  
for Mongolia for the coming years?
Political power struggles both between and within the three most 
important Mongolian parties have led since the end of 2011 to private 
investors losing their trust in being able to depend on the Mongolian 
government. The catalysts for this development were badly thoughtout 
and rushed introduction of legislation such as the Strategic Enterprise 
and Foreign Investment Law and the Mining Law. Both made it almost 
impossible for investors to invest in Mongolia with a clear conscience. 
Added to this is the fact that the law is hard to enforce through Mongo
lian courts in practice. At the same time, the government and the mining 
giant Rio Tinto are currently locked in a public battle. The government 
wants to renegotiate the investment agreement that was passed and 
signed between Rio Tinto and the government in power in 2011. 

Mongolia is known to be rich in natural resources, extremely  
sparsely populated and bordered on one side by one of the countries 
most hungry for natural resources: China. It is a land mass roughly 
five times the size of Germany with only three million inhabitants,  
of which 50% live in the capital city of Ulan Bator. 

Laurenz Melchers

Board Member of the  
Business Council of Mongolia
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Foreign investments in Mongolia have de
creased by 65% in the last 18 months. The 
subsequent withdrawal of hard currencies led 
to a 35% depreciation of the local currency in 
the same period. The central bank currently 
has reserves of USD 1 billion. On top of this is  
the country’s rapidly increasing debt.

The Mongolian government understands very 
well the position the country is in. This is an 
extremely important sign for investors that a 
positive development could be forthcoming 
from the political leadership. Over the last 

few months, the government has repealed, 
rewritten and passed many of the most heavily 
criticised laws. The foundations for investment 
have thus improved in a short period of time. 
This should encourage investors to begin 
actively engaging with Mongolia once more. 
However, past negative experiences are not so 
easily forgotten and money is reclusive, as is 
well known. An agreement with the Rio Tinto 
Group concerning followup investment in the 
Oyu Tolgoi project would be another important 
milestone to winning back the trust that has 
been lost.

In geopolitical terms, it’s clear to see that Mon
golia is renewing efforts to forge closer rela
tions with China and Russia. The recent visit by 
the Chinese President Xi Jinping is also a clear 
sign from China that it wants to participate 
more in Mongolia’s wealth of natural resourc
es. Xi signed the extension of the currency 
swap agreement and increased this from RMB 
10 to 15 billion. Only ten days later, President 
Putin also made a visit to Mongolia and called 
for closer trilateral relations between Russia, 
China and Mongolia. 

The Business Council of Mongolia (BCM) is  
the leading association of private companies 
and investors in Mongolia. The BCM continues 
to view the economic situation as worrisome, 
but is of the opinion that Mongolia is heading 
for a low point. This is therefore an opportune 
moment for investors to reengage with Mon
golia and to do so with a degree of boldness. 
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The Silk Road on the rise –  
tourism in Central Asia

Even, since antiquity, the region between the Amu Darya and the Syr 
Darya has been a hub for many cultures, where Greek, Persian, Arabian, 
Indian and Chinese influences blend together with positive effects. In 
particular, the Arabic conquest and Islamisation in the eighth centu
ry marked the beginning of a cultural golden era in which a poet like 
Ferdowsi or the physician, physicist and philosopher Ibn Sina – better 
known to us as Avicenna – lived and worked. Today, it isn’t just primarily 
historical monuments in Uzbekistan that stand testament to great by
gone times, but also the ruins of the Parthian royal palace in Nisa (Turk
menistan), the various cult sites at SulaimanToo in Osh (Kyrgyzstan), or 
the mausoleum of Khoja Ahmed Yasawi in Turkestan (Kazakhstan).

The foundation of success was the innerAsian caravan trade, which 
linked Europe to India and China via various routes and which trans
ported not only goods such as silk, spices or porcelain, but also ideas, 
knowledge and religion. From Merv to Bukhara and Samarkand to the 
Fergana Valley, the cities of Central Asia formed the core of these trade 
routes. The increasing importance of sea trade at the start of the new 
era ended Central Asia’s age of greatness. What were once the centres 
of knowledge and art became underdeveloped, detached emirates and 
khanates. The myth of the fabled Silk Road lived on in Europe, however.

Western travellers have always been fascinated by this faroff world,  
despite the arduous journey. Tourism in the modern sense, however, 
first began to develop slowly and separately in West and East Germany 
in the 1960s. Groups on tour routes covered by Intourist visited cultural 
monuments and admired the achievements of socialism, especially in 
Uzbekistan. An experienced tourist guide from those years estimates 
that only several hundred education seekers made these long and  
comparatively expensive trips with Sovietstyle comfort from West  
Germany each year. 

Today, the five Central Asian Republics appear to be states with a 
need to modernise, natural resource exporters or recipients of  
significant aid packages. There was once a time when oasis towns 
such as Bukhara and Samarkand were not only economically and 
culturally equal to Europe, but ahead of it. 

Dr Beate Eschment

Central Asia Researcher and 
Editor of Central Asia Analyses 
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Since 1991, the states in the region have 
become almost entirely free to travel around. 
Individual tourism is possible: means of travel 
and the number of providers have both signifi
cantly increased, while the range and standard 
of hotels has also significantly improved in 
the last two decades. The figures show a clear 
upward trend: less than 100,000 foreign tour
ists travelled to Uzbekistan in 1995, whereas 
there were two million in 2013. Kyrgyzstan 
was an “insider tip” for naturelovers in the 
1990s, and now it’s once again very much on 
its way up after a period of political instability: 
1.3 million tourists visited the country in the 
first half of 2014 alone. The country’s neigh
bours don’t see anywhere near these numbers: 
tourist numbers for Tajikistan are estimated to 
be 100,000; Kazakhstan saw approx. 685,000 
visitors in 2013 (14,000 from Germany), and 
Turkmenistan is only just beginning to cau
tiously open itself up to tourism. Central Asia is 
still far away from the 10% of GDP produced 
by tourism around the world, but it has high 
hopes here.

German providers 
of trips to the 
region – usually small 
companies or those 
specialising in educa
tional trips, trekking 
trips or the East – 
now all have Central 
Asian states in their 
programme. Even 
trips with a focus on 
nature and walking 
are often marketed 
under the “Silk Road” 
slogan. Uzbekistan 
and Kyrgyzstan are 

the preferred destinations here as well. 
One organiser reports that pioneer trips to 
secluded Turkmenistan are the “season’s 
biggest hit”. A certain degree of robustness 
and especially flexibility are still necessary, 
depending on the type of trip and destin
ation. However, travellers normally return 
impressed by the hospitality of the people 
and the beauty of culture and nature in these 
countries. These positive impressions are 
increasingly under threat from the growing 
number of tourists though: they see inhabit
ants as mainly purveyors of kitschy souvenirs 
for exorbitant prices. Educational tourists 
are shocked by giant billboard ads on his
torical monuments; naturelovers no longer 
find the solitude they desire everywhere. It’s 
a question here of finding solutions, includ
ing in the dismantling of many bureaucratic 
hurdles. Nevertheless, the touristic Silk Road 
is undoubtedly a market with potential, and 
not just as a destination for those who have 
already seen all there is to see.
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From the field: 
experiences on the ground 

TEXTIMA Export Import GmbH was already paying great attention to  

the Central Asian countries at the start of the 1990s. The potential and  

enormous need for modernising the light industries and textile indus

tries, in particular in Uzbekistan, Tajikistan and to some extent in Kaz

akhstan, were reason enough to serve these markets with their own 

representative offices.  

We were able to make deliveries in large quantities for a number of  

investment projects in Central Asia through attractive financing deals  

with Commerzbank and other German banks. We attribute an average of  

approx. 25% of our trade volume to countries in Central Asia and have,  

for example, delivered machines and equipment worth EUR 70 million  

over the last six years. The region will continue to have great significance 

for our company, which is why we will further increase the personnel in  

our representative offices in order to exploit additional market segments  

for other engineering products.

TEXTIMA 
Export Import 
GmbH 

Bernd Weidlich

Central Asian agricultural technology continues to modernise

The demand for sturdy and modern agricultural machines remains high  

in the countries of Central Asia and Mongolia. Moreover, agriculture only 

accounts for 5% to 20% of overall economic performance although in 

some countries almost one in two people are employed in agriculture.  

Operating conditions in agriculture are sometimes characterised by  

extreme diffe rences in climate and geography. The most fertile lands in  

Fergana Valley alternate with steppes, mountains and deserts. Countless 

land reforms have led to the severe fragmentation of useful arable land. 

CLAAS was one of the first Western manufacturers in this region. It is 

particularly keen on providing an efficient service and spare parts in add

ition to sales. Local partners are the focal point here, deploying machines 

seamlessly during the harvest. Financing of customer purchases is also 

very important and is supported by expertise from CLAAS and its financing 

partners. Commerzbank has been playing an important role here for many 

years with its good knowledge of local markets, in Central Asia first and 

foremost.

CLAAS  
KGaA mbH

Lothar Kriszun



EBAWE 
Anlagentechnik 
GmbH

Erich Nussbaumer,
Managing Director 
of EBAWE Anlagen
technik GmbH and 
Vice President of 
the PROGRESS 
GROUP business 
group
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“The major project in Ulan Bator allowed us to enter the Mongolian 

market.”

A boom in the mining industry has meant that Mongolia has experienced 

strong economic growth in recent years. The Mongolian government  

thereby set itself the goal of providing new housing for the population.  

The EREL Group invested in an extensive construction project near Ulan 

Bator. A concrete plant will be constructed for the manufacturing of 

concrete walls and ceilings, which will be used for building homes. The 

German machine manufacturer EBAWE Anlagentechnik GmbH, headquar

tered in Eilenburg near Leipzig, has been contracted to help realise this 

hightechnology production facility. EBAWE Anlagentechnik is one of the 

world’s marketleading companies and has more than 50 years of experi

ence in designing readyforuse production facilities for the concrete com

ponent industry. The company belongs to the PROGRESS GROUP and is 

one of four machine manufacturers that each specialise in a different field.  

 

EBAWE Anlagentechnik is working on this EUR 17 million project in 

partnership with its group affiliates and is therefore in a position to act as 

a fullservice supplier, thus offering an enormous advantage to customers. 

The project was financed by Commerzbank AG in collaboration with the 

Development Bank of Mongolia and with cover from Euler Hermes AG. 

Commerzbank AG and EBAWE Anlagentechnik GmbH have also won over 

all participating partners with their structuring and foreign expertise in 

terms of financing, to the extent that this special project is currently being 

realised to the complete satisfaction of their customer, the EREL Group.
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