in survey ucciepoBanue

Acbin Anbim6aeBa 1 FropaH CymMKOCKu

OnruMu3M MHBECTOPOB pacTeT

Ho 1nmoka 5To He oTpa’KkaeTcs Ha o6bpeMe
3aIIaHMPOBaHHBIX MHBE CTHUIIUMA

Investors’ optimism is growing

However it does not translate into planned
investment increase yet

QuepefHoe exeKBapTanbHOE MHBECTULIMOHHOE UCCIIeA0BaHNE NPOBEAEHO
cpean yneHo MAC. HanomHMM, YTO 06LLNIA 06bEM MHBECTULMIA YneHoB MAC
B 3KOHOMUKY KbIprbi3CTaHa NpeBbIlLaeT $1 MNpA., a B UX KOMMaHUSX TPYAATCs
6onee AecaTu TbICSY COTPYAHMKOB. ccneaoBaHNe NoKasano, YTo Kopno—
paTVBHbIE AOXObl PECMOHAEHTOB 3a NpoLleLume 12 MecsiLeB OCTannChb Ha
NPeXHEM YPOBHE, YTO MOXHO CUYATATb XOPOLUMM Pe3ynbTaToOM, YYMTbIBAS,
YTO 3TO NEPMOA OLHOIO U3 KPYMHENLLUMX B UCTOPUN GUHAHCOBLIX KPU3UCOB.
XOTS 0XMAAEMBIN POCT YACTIEHHOCTM NEPCOHaNa Ha 6nmxanLumne 12 mecaues
M HAXOAUTCS NOKa B NMONOXUTESIbHOM TEPPUTOPUN (2%), OH NPOAOSIKAET CHU—
XKaTbCS MO CPABHEHMIO C NPEALIAYLLUMIA NCCIeA0BaHUSMU. ITO NOATBEPXKAAET
CTPaTernto KOMMaHWn He NAHUPOBATb 3HAYUTENBHOE PaCLUMPEHME LTaTa
BO BPeMSs Kpu3suca.

3a npeablayme 12 MecsieB PECNOHAEHTbI UHBECTMPOBANM B KbIPrbi3CTaH
$171,35 MIH., 0iHaKO 06bEM VHBECTULWIA, NNTAHMPYEMbIX Ha crieaytoLue 12
MecsuUeB, CHU3MUNCA Ao $107,83 MITH., YTO Ha 37% MeHbLUE MO CPaBHEHUO
C NpeAblayLWwmm nepuoaom. 3To ele pa3 NoaTBEPXKAAET, YTO KOMMaHUK
“3apanBatoT NIOKN" BO BPEMS Kpu3suca.

PA3BUTUE BUSHECA — BUSINESS EXPANSION

Asyl Alymbaeva and Goran Sumkoski

The latest IBC's quarterly survey of investors (representing over $1 bin
of investment in the Kyrgyz economy and more than 10,000 employees)
shows that corporate incomes among respondents have remained at the
same level in the last year which is seen as a good result having in mind
that it refers to the period in which the world was hit by the largest
financial crisis in living memory while expected increase in staff levels
in the next 12 months even though still in marginally positive territory
(2%) is continuing its downward trend from the previous several surveys
also confirming companies’ strategy that when dealing with crises not
to plan significant expansion of staff.

The respondents interviewed have invested about $171.35 min over the
previous 12 months but planned investment in the following 12 months
has decreased to $107.83 min representing a 37% decrease of anticipated
investment compared to the previous 12 months in yet another proof
of companies shutting down the hatches in the time of crisis.

The mining sector, once the engine of the Kyrgyz economy, now ac-
counts for 18.5% of amount invested in the last year and with further
projected drop of 17.7% of the planned investment in the next 12 months
. At the same time, Banking and Finance sector is assuming the top posi—
tion as a leading industry providing investment in the Kyrgyz Republic

IUTAHBI MHBECTUILIMIA - INVESTMENT PLANS
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MCCIIegoBaHue in survey

OKOHOMMKA ¥ MHBECTULIMOHHBINA KIIMMAT
ECONOMY & INVESTMENT CLIMATE

Situation now, compared to 6 months ago
TekyLwas cuTyaums no cpaBHEHUIO ¢ NepuoaoM 6 mecsiLeB Hasan
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Will the situation in 6 months be better than today?
Byner nu cutyaums Yepes 6 MecsiLeB nyuue, Yem ceityac?
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MHBECTMLMMN B FOPHOA06LIBAOLLMNIA CEKTOP, MPEXAE CNYXUBLUNA ABUra—
Tenem 3KOHOMUKW KbIprbi3CTaHa, Tenepb COCTaBNaloT 18,5% OT 06bEMOB
npoLunoro roga. bonee Toro, Ha cneayrowne 12 MecsiLeB NPOrHO3npyeTcs
JanbHeNLwee CHUKEHNE 3an1iaHNPOBAHHbIX UHBECTULMIA Ha 17,7%. B TO Xe
BPEeMS 6aHKOBCKMIA N GUHAHCOBBIA CEKTOP 3aHUMAET NIMANPYIOLLYHO NO3ULMIO
Nno 06bEMY MHBECTULMIA B KbIPrbI3CKYHO Pecrny6nnky. 3TOT CEKTOP NPUBREK
64,4% WHBECTULMIA NPY 3anfaHNPOBaHHbIX 51,4% OT 06LLEero o6bLemMa NH—
BECTULNIA B TEYEHNE CrEeAYIOWMX 12 MeCsLEB.

[loBepue NHBECTOPOB

1 BCE € ONTUMU3M OTHOCUTESIbHO BOCCTAHOBIIEHNSI SKOHOMUKM N UHBEC—
TULMOHHOIO KNMmaTa KbIprbi3cTaHa NPOAOMXAET PacTU, NOAHSBLUMCH C =57
[0 —3 6ann0B B OLIEHKE TEKYLLIEN IKOHOMUYECKOW CMTyauum u ¢ =50 o -18
B OLIEHKE UHBECTULIMOHHOrO KNnmMaTa.

Ewe 6onee onTUMUCTUYHBI OXMAAHUS Ha 6yayLume 6 MecsiLes: 06a no—
KazaTens nepeaBUHYNNCL B NOSIOXUTENBHYIO TEPPUTOPULO A0 +11 6annos
B OTHOLLUEHWN TEKYLLEA IKOHOMUYECKON CUTyauum U +12 B OTHOLLEHUN
WNHBECTULMOHHOMO KNiMMaTa, OTpaxkas ONTUMMU3M MO MOBOAY rNo6anbHOro
3KOHOMMYECKOro noAbemMa, NpeAcTaBNeHHOro MeXAYHapoAHbIMU GUHAH-
COBbIMW UHCTUTYTaMW U HaUMUOHaNbHbIMU 6aHKaMK BO BCEM MUPE.

IOBEPME MHBECTOPOB
. INVESTORS’ CONFIDENCE
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BUSINESS ENVIRONMENT
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attracting 64.4 % of the executed investment with planned investment
accounting for 51.4% of the total planned investment in the country
in the next 12 months.

Investors’ confidence

Despite all this, the optimism in the recovery of the Kyrgyz the economy
and its investment climate has returned moving from -57 to -3 regarding
the view of the respondents of the current economic situation and from
— 50 to -18in regards to the investment climate. The expectations are
even higher and more optimistic when future 6 months are in question
with both indicators moving into positive territory up to +11 points for
the economic situation and +12 for the investment climate, mirroring the
recent optimism about the global economic recovery given by the inter-
national financial institutions and national banks around the world.

Total positive score on the current economic situation has increased
to 33% while total positive score on the on the current investment
climate is 30%. Furthermore, the survey shows that the expectations
in both these areas for the next 6 months are even higher with 48%
of the respondents expecting the economic conditions to improve and
41% expecting the investment climate to also improve. The optimism in
the current situation corresponds to the Kyrgyz Republic moving up on
the Doing Business indicators and even higher optimism for the future

IVHAMMKA OEJTOBOM CPEMBI
TRENDS IN THE BUSINESS ENVIRONMENT
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in survey ucciaepoBanue

06LLas NONOXMTESIbHAs OLEHKA TEKYLLEA 3KOHOMUYECKON CUTYaLMN BO3—
pocna 1o 33%, a 06LLas NoNoXMTENbHAS OLEHKA TEKYLLEro MHBECTULIMOHHOIO
Knumara — fo 30%. bonee Toro, MCCNeAoBaHNE NOKA3bIBAET, YTO OXMAAHUS
No 3TUM NoKazaTeNsaM Ha 6MXanLLme 6 MecsLueB eLue Bblwe. 48% PecroH—
OEHTOB OXMUAAOT YNYHLLEHNS SKOHOMUYECKUX YCIIOBUIA, @ 41% ONpOoLLEeH—
HbIX PACCYMTBIBAKOT Ha YIyYLLUEHNE MHBECTULIMOHHOMO KNMmaTta. ONTUMMU3M B
OLIEHKE HbIHELLHE CUTYaLm COOTBETCTBYIOT POCTY PENTUHra Kbiprbi3CTaHa
no pesynbTatam uccnegosaHus Doing Business BcemupHOro 6aHka. 3tot
ONTUMU3M CNEAYET YYECTb NPABUTENBCTBY, YTOObLI NPOAOMKATL pePOPMbI,
HanpaBneHHbIE Ha Pa3BUTUE BU3HECA 1 OMPABAATL OXUAAHUS, YTO Pa3BUTHE
613HEC—Ccpeabl NPOAOMKUTCS Ha YCTONYMBON JONTOCPOYHON OCHOBE.

[enosas cpeaa

CornacHo uccnefoBaHuto, 6ann no rnokaszaTtento «JocTyn K duHaHCaM»
3HAYUTENBHO MOBbLICUACS OT —47 B NpeabliayLEeEM UCCneaoBaHUn 4O —8 B
NnocnesHeM, YTO OTPaXaeT HEKOTOPOE YIy4LleHne B 6aHKOBCKOM CEKTOPE,
KOTOPbIN B HACTOSLLEE BPeMs NPeaoCTaBnsSeT 60sblle NMKBUAHOCTY Ha
pbIHKe. CornacHo Doing Business 2010, Kbiprbidckas Pecny6numka 3aHsna 15-e
MECTO cpeam 178 CTPaH No MHANKATOPY «NONyYeHne KpeanTa», NoAHSBLUNCH
¢ 59 no3nuumm B Doing Business 2009.

M0 MHEHUIO PECMOHAEHTOB, «YNYULLEHNE NPABOBON CPEAbI» YYHLLNNOCH,
1 3TOT UHAEKC NepeLUen B NONIOXUTENbHYIO TEPPUTOPUIO C 6annom +3 no
CPaBHEHNIO € —12 B NpeablayLLiem onpoce. «<Hanoroeas cuTyaumus» Takxe
HECKOSIbKO Ynyywwmnace ¢ —26 A0 —12. I3BMEHEHNsI B NYULLYIO CTOPOHY
Ha6MIOAAITCA N NO UHAEKCaM «TaMOXEHHbIA KOHTPOSb» (C — 7 Ao — 2),
«PerynupoBaHue npeanpuHUMaTeNbCKOn AesTeNbHOCTU» (C =9 A0 -2) n
«rocyaapcTBEHHOE yrpaBneHue» (¢ -18 go —-8).

B nccnefoBaHUM NPUHSNN y4YacTve 34 nNpeanpuaTusi, NpeacTasnsowmne
14 CeKTOPOB 6M3HECA — OT HEGOSLLUMX GUPM C YACNIEHHOCTbLIO PA6OTHUKOB
[0 10 Yenosek A0 KOMMaHui ¢ 1000 1 6onee COTPYAHUKOB. OKono 20%
PECNOHAEHTOB HE UMEIOT MHOCTPAHHbIX MHBECTULIUIA, 50% HE UMEIOT BHYT—
PEHHUX UHBECTULIMIA, OCTaNbHbIE — B COBMECTHOMN CO6CTBEHHOCTI. OKONO 50%
OMPOLLEHHbIX NPeANPUHAMATENEN PABGOTAOT B KOMMAHUSIX, KOHTPONMPYEMBIX
KbIPrbI3CKUMMN UHBECTOPAMM, BIIAACKOLLUMMI KOHTPOSIbHBIMMU NAKeTaMMN akLIWiA.
Onpoc 6bIn NPoOBeAEH B Nepuoa ¢ 25 ntoHs no 20 uona 2009 roaa.

10 Ba)XKHEMLUNX BOMPOCOB CreneHb B cpaBHEHUN
NPUOPUTETHOCTM  C PETVIOHOM
npw nnaHmp?Baumw o6wwuin 6ann* o6wwun 6ann*
uHBECTULMA B KP 0-100 -100 to +100
1. Hann4ne KBanMOUUMPOBAHHOrO NepcoHana 95(97) -40
2. NpeacKazyemMocTb
3aKoHoAaTenNbCTBa U HOPMaTUBOB 95(93) -53
3. PerynupoBaHune AenoBoi cpeabl,
JNINLEH3MPOBaHNE
1 paspeLumnTesNbHag CUCTeEMa 94(79) 3
4. Hanorosoe aAMUHNUCTPUPOBaHNE 89(85) -31
5. MpeAcka3yemocTb 1 NOCNeA0BaTENbHOCTb
CyAe6HbIX pelueHun 88(82) -48
6. CTaBKM HANoros 88(86) -10
7. TenekoMmMmyHuKauum n UHTepHeT 88(90) -13
8. CTabuNbHOCTb O6MEHHOIO Kypca 86(79) 9
9 YpoBeHb 3KOHOMUYECKOro pocTa 84(88) -41
10KoppymMnupoBaHHOCTb YMHOBHUKOB 83(81) -34

* 06WMn 6anna No CTeneHn NPMOPUTETHOCTM PaccyYMTaH No wkane ot 0 Ao
100 6annoB NyTeEM KOMGMHMPOBaHWUS BCEX OTBETOB. Bannbl paccuuTaHbl:
“MepBOCTENEHHAas BaXXHOCTb" = 100, “BTOPOCTENEHHasi BaXXHOCTb” = 50, “He
BaXHo" = 0.

** 06U 6ann NO CPABHUTENbHON CMTYaLMKU pPaccumTaH no wwKane ot —100
6annos Ao +100 6ann0B NyTEeM KOMG6MHNPOBAHNS BCEX OTBETOB. bannbl pac—
cumMTaHbl: "Xyxe" = -100, “0AnHaKoBo” = 0, “fly4we” = +100.
CooTBeTCTBYIOLYME 6asI/Ibl MO MPEALIAYLUEMY UCCIEAOBAHMIO AlaHbl B CKOGKaX.
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should be noticed by the government to continue with its pro-business
reforms and justify the expectations and show that it could improve the
business environment on a sustainable long-term basis.

Business environment

Concerning the business environment the survey shows that Access
to Finance moved significantly higher from -47 in the last survey to
-8% in the current survey reflecting the slight improvement into the
banking sector that now provides a bit more liquidity into the market.
According to Doing Business Indicator for 2010, Kyrgyz Republic was
ranked on the 15th position in the world on Getting Credit among 178
countries jumping from the 59th position in 2009. In view of respon-
dents, Legal Environment improved further and into positive territory
with +3 in comparison to -12 in the previous period. Tax Environment
has also slightly improved in the preceding 6 months with the rates now
at —12 from -26 in the previous period. Customs Control illustrates a
similar improvement to — 2 from -7 in the last survey as do the Business
Regulations to -2 from -9 and Public Administration to -8 from -18
where they were 6 months ago.

The survey covered 34 enterprises in 14 business sectors — from small
firms employing less than 10 people to companies with 1000-plus staff.
Around 20% of respondents have no foreign investments, another 50%
have no domestic ones with the rest being in joint ownership. About 50%
of the businessmen interviewed are working in companies controlled by
Kyrgyz investors as majority shareholders. The survey was conducted
between June 25 and July 20, 2009.

Priority issues for investors

In confirmation of the business sentiment to expect better business
environment and need for it to be established on a sustainable basis the
first position is now shared by Predictability of Rules, Laws and Regula—
tions jointly with - now for the long-term established — priority issue
of Availability of Qualified Personnel. There were some other changes
also in what investors view as priority issues in their decisions to invest
in the Kyrgyz Republic. Investors were asked: which issues they viewed
as their top priorities, and which as secondary ones when planning new
investment in the Kyrgyz Republic; how they estimate Kyrgyzstan's com-

Top 10 issues when IMPORTANCE Comparison with

planning investment Overall score*  the region
in the Kyrgyz Republic 0-100 Overall score*
-100to +100
1. Availability of qualified personnel 95(97) -40
2. Predictability of rules, laws and regulations 95(93) -53
3. Business regulations, licenses and permits 94(79) 3
4. Tax administration 89(85) =31
5. Predictability of court judgments 88(82) -48
6. Tax rates 88(86) -10
7. Telecoms and Internet 88(90) -13
8. Exchange rate stability 84(88) 9
9. Economic growth rate 86(79) -41
10. Corruptability of public officials 83(81) -34

* The ‘Overall score’ for IMPORTANCE is based on a scale of 0 to 100 by combining responses.  Scores are
added up from: ‘Primary concer’ = 100, ‘Secondary concern = 50, No concem =0

**The ‘Overall score’ for COMPARISON is based on a scale of -100 to +100 by combining all responses.
Scores are added up from: ‘Worse’ =-100, ‘The Same’ =0, Better = +100
Scores from the previous quarter are given in brackets
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MpuopuTeTbl AJ19 NHBECTOPOB

B noATBEPXAEHME AENIOBOrO HACTPOS B OXMAAHUN Ny4LLElh 6U3Hec—cpe-
Ibl 1 HEO6XOAVMMOCTU YITYYLLEHWIA HA NOCTOSIHHON OCHOBE NEPBOE MECTO
Ccpeaun NPUOPUTETOB PA3fENSIOT Takme BOMPOCHI, Kak «[peAcKa3yeMocTb
3aKOHOZATENbCTBA 1 HOPMATMBOB» U — YXE B KOTOPbIA pa3 — «Hanuune
KBanM@ULMPOBAHHOIo NePCOHana». ONpeAeneHHbIe UISMEHEHUS MPOU30LL—
N B OLIEHKE MHBECTOPaMK GaKTOPOB, YUMTbIBAEMbIX MPY MNAHUPOBAHNN
MHBECTULMOHHO AeSTENBHOCTU B KbIPrbi3cTaHe. IHBECTOPbI AOMKHbI 6bInn
onpefennTb NPUOPUTETHBIE, @ TAKXKE BTOPOCTENEHHbIE NPO6JIEMbI, OTBETUB
Ha BOMPOC «KaK Bbl OLEHNBAETE KOHKYPEHTOCNOCOGHOCTb KbIprbi3cTaHa B
CPaBHEHUM C APYTMMU CTPAHaMU PETMOHa» B KaXAOM OTAENbHOM Cllyvae
(«nyyLue», «xyxe», «TaK Xe» U T.4.). TpuiuaTb BapuaHTOB OTBETOB Gbini
npeanoxXeHbl Ans Bbi6opa.

«PerynmpoBaHue AenoBoi CPeabl, NMMLEH3MPOBaHNE U pa3peLumTenbHas
cucTeMa» — TPETUN NPUOPUTET, OYEHb 6IIM3KMIA NO Gansiam NePBbIM ABYM.

Apyrve Bonpockl nNpu B CpaBHEHUN

nAaHUPOBaHNUN UHBECTULMUIA B KP BaXkHOCTb C pernoHom

11. CTeneHb 610poOKpaTM3IMa 83(78) -38
12. Be30MnacHOCTb, COXpPaHHOCTb 1 Teppopusm 83(94) -25
13. CNpoC Ha MO0 NPOAYKLMIO B CTPAHE 82(81) -3
14. Hannyve oUHaHcoB 82(79) -52
15. TOProBbie OTHOLLEHUS

C APYrUMU CTPaHamu 72(65) -23
16. CNpOC Ha MOIO NPOAYKLUIO

B LieHTpanbHom A3uu 68(54) -11
17. AocTyn K uHGOpMaL i o rnpase

CO6CTBEHHOCTU U €ro orpaHNYeHusx 67(57) 13
18. MpaBa Ha NOKYNKY 1 o6naaaHue semnen

1 HeABMKMMOW CO6CTBEHHOCTbIO 67(69) -10
19. TPaHCNOPTHbIE U XXENe3Hble AoPorn 67(74) -72
20. KOHKYPEHTOCMNOCO6HOCTb

C APYrUMU CTPaHaMu 67(58) -30
21. PerynupoBaHune OKpy>XaloLwen cpeabl 67(59) -22
22. TaMOXXEHHbIN KOHTPONb 65(56) -23
23. PerynupoBaHue TPYAOBbIX OTHOLUEHUN 65(66) 2
24. ABnanuHun 62(57) -67
25. OKpy>XawLias cpeaa 61(60) 29
26. Hanuyue aewleBon 3NEKTPOIHEPrUN 59(67) -13
27. Hann4ne NnpupoaHbIX PECYpPcoB 50(40) -16
28. Hannuine

CEeNbCKOXO3ANCTBEHHOW NPOAYKLUUN 50(40) 13
29. Hanu4une aelleson pa6oyei Cunbl 49(50) a4
30. Hann4vne NPOU3BOACTBEHHbIX NOMeLLeHun  47(43) -26

Better or worse than other countries
in the region for the top 10 priority issues?
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petitiveness in relation to other countries in the region (i.e., is it ‘better’,
‘worse’, or ‘the same as the others’), with regard to each of the issues.
Thirty options were suggested to choose from.

Business Regulations, Licenses, Permissions as a third priority in this
survey is very closely following the two top priorities mentioned above.
Tax Administration has jumped two places to the fourth place followed by
the Consistency of Court Judgments now both in top five top priorities
as seen by investors followed by the Tax Rates on the sixth place.

Exchange Rate Stability is now back into top ten and shares seventh
and eight place with Telecoms and Internet. Economic Growth Rate
continues to be one of the main concerns among respondents and was
placed on the joint ninth and tenth position with the Safety, Security
and Terrorism.

Issues that have slipped from the top—ten list are Corruptibility of Public
Officials (12th position) while Demand for my products in my country
slipped to the 13th place.

Other issues when planning investment Importance Comparison
in the Kyrgyz Republic with the region

11. Ease of dealing with bureaucracy 83(78) -38
12. Safety, security and terrorism 83(94) -25
13. Demand for my products in the country 82(81) -3
14. Availability of finance 82(79) -52
15. Trade relations with other countries 72(65) -23
16. Demand for my products in Central Asia 68(54) -11
17. Access to information on property

ownership and encumbrances 67(57) 13
18. Legal rights to buy

and own land and property 67(69) -10
19. Road and rail connections 67(74) -72
20. Competition with other countries 67(58) -30
21. Environmental regulations 67(59) -22
22. Customs control 65(56) -23
23. Labor regulations 65(66) 2
24. Airlines 62(57) -67
25. Beautiful environment 61(60) 29
26. Availability of low cost energy 59(67) -13
27. Availability of mineral resources 50(40) -16
28. Availability of agricultural products 50(40) 13
29. Availability of low cost labor 49(50) a4
30. Availability of commercial property 47(43) -26
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