The bi-weekly business journal

news2bizESTONIA

3 September 2008. No 258. Creating transparency in emerging markets since 1991. www.news2biz.com

"We have to give up our promises, we have to postpone
them. It's the reality."

The Minister of Finance Ivari Padar is eager to ease the state budget for
2009 by freezing all tax cut plans.
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The shipyard in Loksa in Northern Estonia is tagged for sale.

Photo: Loksa Laevatehas

Danish A P Moller Maersk
abandons Estonia

Danish conglomerate A P Moller Maersk, one of the leading foreign
investors in Estonia in the 1990's, has put its last Estonian asset,

the shipbuilding yard Loksa Laevatehas up for sale.
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Kruuda consolidates dairies

In a few months, the stock exchange listed food producer Kalev
owned by Oliver Kruuda turned from seller to a buyer. Instead of
selling the last bits of its milk processing industry to Alta Capital,
Kalev acquires the South Estonian dairy Polva Piim for EUR 20m.
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Wages growth slowing down

While the wages continued to increase in Q2, the
trend shows signs of slowing down.

The average wages
grew by 15.2% y-0-y in
2nd quarter 2008, 5%

Growth trend slowing
Average wage, EEK

less than in the five 14.000
previous quarters.

12.000

The slowdown has

been eagerly awaited 10,000
by analysts as the first
step towards economy 8.000
normalising.

6.000

page 14

Q404
Q205
Q405
Q2 06
Q4 06
Q207
Q407
Q208

Most important updated key figures in this issue

Wages, trade (page 15), money supply, interest rates (page
16), producer prices (page 18). See all key figures 15-18.

Business people talk to news2biz

Vladimir Dobosch on IPTE plans in Nordic countries (page 2)
Klaus Frandsen on Pankade Kaardikeskus takeover (page 3)
Armin Preisig on Empresaria's expansion (page 8)

Finn Buus Nielsen on Loksa Laevatehas sale (page 10)

Events
Crayfish party, cybersecurity forum, investments (page 14).

Northroup Newsletters publishes similar business journals on Latvia, Lithuania,
Poland and China. As a subscriber you have access to your country journal six
years back through our on-line archives at www.news2biz.com. Multiple user
access available - contact customer@news2biz.com or tel +45 33 33 07 20.



http://www.news2biz.com/
http://www.news2biz.com/
mailto:customer@news2biz.com

news2biz ESTONIA o no 258 « 3 September 2008 © NORTHROUP NEWSLETTERS

MANUFACTURING

AUTOMATION
Belgian IPTE gets Nordic
foothold in Estonia

IPTE, a Belgian international automation
company acquired Estonian TAF3 in or-
der to establish its representation in the
Nordic and Baltic countries.

IPTE, a global supplier of automated
production equipment and services for
the electronics industry, acquired 100%
of shares of the Tallinn-based automation
company TAF3 for EUR 0.6m. According
to Vladimir Dobosch, member of the
board of IPTE, the Belgian company was
looking for regional office for long.

"Our customer base comprises mostly
of international companies with offices in
Western and Eastern Europe, Russia, Asia
etc. We serve them from our headquar-
ters, but we also need to supply them lo-
cally, so we have to have an office close
to their offices,” says Mr Dobosch to
newsZbiz ESTONIA. "In fact we searched
for a regional office for long and it was
rather a coincidence we found TAF3."

TAF3 employs 30 mechanical, electri-
cal and software engineers; the company
has 10 years of experience in the telecom
and automotive industry. All the man-
agement of TAF3 will stay in place after
the acquisition. "We believe in their ex-
perience and capability, and back up

their decisions. In addition to our solu-
tions, TAF3 will continue supplying their
own solutions as well."

Currently, IPTE has about ten custom-
ers in the Baltic Sea region. "Our strategy
is not only to have more customers, but
also to expand our part of current cus-
tomers' operations even more," says Mr
Dobosch. "In our view, the turnover of
our Tallinn office might grow up to EUR
10m, while employing 60-100 people.”

Brussels-listed IPTE, established in
1992 by 5 ex-Philips engineers, employs
currently around 2,500 staff at its facili-
ties in Europe, the United States and
Asia. Among IPTE's customers are multi-
nationals such as Alcatel-Lucent,
Bosch, Philips, Ericsson, Continental,
Siemens VDO and many more.

IPTE turned over EUR 255m in 2007.
We have talked to

Vladimir Dobosch lindsay.aerts@ipte.com (PR)
Tel +32 8962 3033 (PR)

MEDICAL EQUIPMENT
EU funds Miiomeetria's
novel device launch

Estonian medical equipment developer
Miiomeetria has secured EUR 1m
funding from EU Furostars -programme
to launch a novel device to measure
muscle tensions.

MUomeetria, an R&D start-up based
in Tartu, is currently producing Myoton,
the world's only non-invasive device to

measure biomechanical properties of
muscles. The device is based on more
than 20 years of research in Tartu Univer-
sity. Muomeetria acquired the rights to
the technology from the university in the
same year it was launched - 2003.

"Muscular aches are among the most
common problems that people pay visits
to doctors for," says Andrus Oks, CEO of
Mlomeetria to  newsZbiz  ESTONIA.
"Taking into account the fact that there
are about 300,000 doctors assessing on
muscular problems in Europe only, and
that there is no other device on the mar-
ket capable of characterising muscle ten-
sions into plain numbers, we have a large
unfulfilled market ripe for the taking."

Currently, the device is mostly used in
laboratories that research and analyse
athletes' performance. For instance, it is
also used by the support team of the only
Estonian gold medal winner at the Bei-
jing Olympics, the discus thrower Gerd
Kanter. "With the help of Myoton the
overload of muscles, the result of too in-
tensive training, can be diagnosed and
located. It helps to optimise training and
avoid injuries," explains Mr Oks.

The market for such device could be
several times larger — consisting of not
only top athletes and professional physi-
cians, but also of amateur athletes and
Sunday exercisers. However, Myoton's
EUR 5,000 price tag, size and complicacy
restrict its penetration. Here a new device
enters picture: Myoton LITE - a smaller,

simpler and cheaper muscular tensions
meter, designed for everyman's use like
sports watches and heart rate monitors.

Muscle tensfons’ measurement with Myoton
in the University of Tartu.

Photo: Miiomeetria

Despite the fact that Myoton LITE is still
in the visionary stage, the EU R&D fi-
nancing programme Eurostars chose the
project for funding. A consortium encom-
passing also specialists from Jyvaskyld
University, Finland, Diagnostic Sup-
port, Italy and PDD Innovations, UK -
in addition to Miiomeetria and scientists
from the University of Tartu - was born to
create Myoton LITE.

According to Mr Oks, the develop-
ment of an idea into a marketable prod-
uct takes three years. "The next step is
marketing and selling on the global mar-
ket - this will take at least ten times as
much as the current EU funding of EUR
Im," he says. "We are seriously consid-
ering roping in new investors - not just to
accumulate money but to add compe-
tence as well."
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While there is nothing to produce yet,
the production question is the only one
solved - Myoton LITE will be produced in
the medical devices' plant of the Swed-
ish-owned  Hanza  (formerly ~ HSF
Medeto), also located in Tartu. "They
currently produce Myoton for us, and we
are more than satisfied," says Mr Oks.

Muomeetria employs 7 persons, be-
longs mostly to its employees and turned
over only EEK 1m last year. "This year it
will be about EEK 2m. We have a habit of
doubling turnover yearly," says Mr Oks.

We have talked to
Andrus Oks info@myoton.ee
Tel +372 508 7123 (mobile)

IN BRIEF

e PCB MANUFACTURING  Estonian-owned
printed circuit boards (PCB) manufacturer Brandner
has implemented a new manufacturing technology,
making it possible to produce multi-layer PCB's with
sequential build up. The company launched a new
EEK 56m plant in Paide, Central Estonia (see no 201
page 2), and raised its turnover to EEK 40m in 2007.

FINANCE

PAYMENT PROCESSING
NETS takes over
Pankade Kaardikeskus

The leading processor of payment card
transaction in the Nordic countries,
NETS, has taken over its Estonian coun-
terpart Pankade Kaardikeskus for an
undisclosed sum.

NETS (Northern European Transaction
Services), 50/50 owned by Denmark's
Payment Business Service and Nor-
way's Bankenes BetalingsSentral,
aims at having an integrated platform for
the handling of card payments covering
the Nordic countries, the Baltic countries,
Poland and Germany by 2009.

"We are hoping that banks will go
from purchasing national solutions to
purchasing group solutions which is why
it is important for us to be in the coun-
tries where the banks are," says Klaus
Frandsen, CEO of NETS to news2biz ES-
TONIA. "As far as Pankade Kaardikeskus
is concerned, it is flawlessly run and we
cannot offer great improvement to the
day-to-day running of it, but | know that
e g Hansapank has used the Estonian
solutions in some of the other Baltic
countries, thereby indicating that they
prefer the Estonian solutions. We are
hoping that this tendency will spread,”
continues Mr Frandsen.

The present management and staff,
35 in total, will continue in Pankade
Kaardikeskus. The previous owners were
Swedbank (Hansapank), SEB and Dan-
ske Bank. The company's turnover
stood at EEK 67.2m in 2007 and it made
a profit of EEK 23.4m.

Pankade Kaardikeslus was established
in 1993 and reached a milestone in the
use of credit cards in Estonia in 1996
when the joint use of ATMs and payment
terminals was introduced.

BBS, NETS' Norwegian owners, is
owned by DnB NOR, Nordea, Spare-
Bank 1 Alliansen and Fokus Bank,
while Denmark's PBS is owned by the
Danish commercial banks as well as the
central bank. NETS handles more than
2.7 billion card transactions a year, the
two largest single clients are so far the
two owner companies.

The payment processors in Latvia and
Lithuania are owned by US First Data,
the world's largest payment processing
company. In April 2007, First Data even
bought the largest payment management
company in Poland, PolCard, for USD
325m (see newsZbiz POLAND no 369
page 3).

We have talked to

Klaus Frandsen klf@nets-europe.com
Tel +45 4489 7428 (direct)

Estonian funds have lost
EEK 5.2bn in 12 months

Estonian equity funds have lost EEK
5.2bn in the last twelve months due to
the drop in most of Eastern European
stock markets.

The biggest losers are the funds of
Trigon and Hansapank. Hansa Fastern
Europe Fquity Fund lost 53% of its value
y-0-y to EEK 1Tbn in August. The other
fund managed by Hansapank, Hansa
Fast Furopean Real Estate Fund has lost
48% of invested money, amounting to
EEK 585m in August.

OMX Tallinn traded equity funds*

Net Unit Unit

Fund assets value change
EEKm EEK y-o-y
Hansa East Europe Equity 1,009 1376 -53% N
Hansa East Eur Real Estate 581 130.2 -50% N
Trigon Central and East Eur 569 179.9 -40% N
LHV Emerging Eur Alpha 11 94.1 -39% N
Trigon New Eur Small Cap 482 959 -38% N
Avaron Emerg Eur Small C 252 62.8 -37% N
Trigon Active Alpha 577 1179 -34% N
Hansa Central Asia Equity 560 M7 -31% N
Trigon New Eur Top Picks 68 1042 -30% N
Trigon Second Wave 683 2076 -28% N
Avaron Balkan 317 803 -24% N
Hansa Russian Equity 1,290 1,702 -20% N
LHV World Equities 10 1342 -17% N
Sampo New Europe 172 31.0 -17% N
SEB Generic Pharma 88 M7 -17% N
SEB Growth 667 81 -13% N
Sampo Global Growth 44 166.0 -10% N

Total assets 7,380 Avg -39% N

*) Not including three funds established in 2008 (total net
assets EEK 462m)

Source: Fondikeskus

Similarily, Trigon's Central and £ast Euro-
pean Fund lost 39% and New Furope
Small Cap Fund 37%. Both funds hold
currently about EEK 0.5bn of investors
money.

While all the funds are showing red,
some perform better, having burned only
tenth of the investors money. Sampo
Global Growth Fund'is currently down by
11% to EEK 670m. Also SEB's Generic
Pharma Fund and Global Growth Fund,
relatively small in size, EEK 88m and EEK
44m respectively, show good perform-
ance compared to the rest of nearly 20
equity funds.
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Hansapank's share is 57% of the eg-
uity fund market, no 2 is Trigon with
22% and SEB no 3 with 9%. The total of
money in the equity funds amounts to
EEK 7.2bn.

Nearly EEK 5.5bn is in the money
market funds, which, by the statistics of
the Estonian fund centre Fondikeskus,
run by OMX Nordic, perform much
better. Hansa Eastern Europe Bond Fund
has an impressive 15% retun y-o-y,
while Hansa Private Debt Bond Fund has
grown by 8% and SEB Fastern Europe
Bond Fund by 7%. In total, these funds
operate with EEK 1.75bn of assets.

SALARY MANAGEMENT & HR
Aditro steadily grows
Estonian presence

The Swedish salaries management and
HR agency Aditro who has been present
in Estonia since 2005, is steadily ex-
panding its representation there.

Based in the Tallinn district of Mus-
tamae, a bit off from the Estonian capi-
tal's Central Business Area, Aditro man-
ages salary payment and offers HR con-
sultations for Nordic companies.

"We are 28 at the moment and we
expect to be 35 by the end of the year.
The increased amount of business is due
to the fact that we take over more as-
signment from our Nordic sisters, but
also because we are getting more local

business," says Hanna Mursula, head of
Aditro in Estonia, to news2bizESTONIA.

As for the Estonian market the nu-
merous one- or more employee book-
keeping companies are Aditor's chief
competitors as there are no other spe-
cialised salaries management companies
than Aditro active in Estonia.

"But the bookkeepers do not special-
ise in salaries management and more
and more Estonian companies under-
stand the advantages of outsourcing
salaries payment to a specialised com-
pany,” says Ms Mursula. Hanna Mursula
is Finnish, but she has lived in the Esto-
nian capital for the past 13 years. She
has experience from the financial sector,
textile industry and the telecom business.

Aditro rolled out the Estonia office's
salary services to customers in the Nordic
countries gradually starting in 2006. To
begin with, customers were sceptical
about the quality of Estonian service and
Aditro offered lower charges for the Es-
tonian service. But according to Ms Mur-
sula, this is over now as “everyone sees
that is works just as well as earlier," indi-
cating that 99.5% of all payments on
behalf of clients are correct.

You need Nordic language skills in or-
der to be a successful candidate for the
openings offered by Aditro in Tallinn.

"For the right person, which is a per-
son who in addition to the language skill
has a gift for numbers, we offer a job
that is a bit more challenging than

working in a call centre," says Ms Mur-
sula.

The employees speak Swedish and
Norwegian to each other in order to keep
the lingual skills alive.

Aditro has 30 offices in seven different
countries:  Sweden, Finland, Norway,
Denmark, Estonia, Belgium and the
Netherlands. The company employs more
than 4,100 staff and holds more than
18,000 customers from both the public
and the private sector. The annual turn-
over stands at SEK 3.2bn.

We have talked to

Hanna Mursula hanna.mursula@aditro.com
Tel +372 684 0300 (switchboard)

IN BRIEF

o SWEDBANK'S HEAD FROM HANSAPANK?
Hansapank's CEO Erkki Raasuke is the best choice
to take over its parent bank Swedbank's top posi-
tion when Jan Lidén retires, the Swedish business
paper Dagens Industri writes. According to the
newspaper, the Estonian is the most competent per-
son in Swedbank's structure to take over Lidén's job;
while the bank may also find a new head from out-
side.

FooD &
AGRICULTURE

Polva Piim dairy
changes owners - again

The South-Estonian dairy Polva Piim
managers, having successfully bought

their company out from Dutch Ecoval
Dairy Trade last year (see no 241 page
5), have sold it to the listed company
Kalev.

Kalev's dairy arm Kalev Paide
Tootmine acquired 100% of Polva Piim
for EUR 20m. "We were satisfied with
the price; the deal was profitable for us,"
says Aivar Haelm, CEQ of Polva Piim and
one of the former shareholders of the
company, to news2bizESTONIA.

The deal will be completed after per-
mission from competition authorities, as
well as acceptance from the general
meeting of Kalev's shareholders. The last
shouldn't be a problem, however, as Es-
tonian businessman Oliver Kruuda, the
initiator of the deal, controls 73% of Ka-
lev.

Mr Haelm, who will maintain his posi-
tion after the deal, denied speculations in
the media, that he had intentions to sell
Polva Piim to Mr Kruuda right after buy-
ing the company out from the Dutch.

"We sold because the Estonian dairy
business needs consolidation, growth
and development,” he says. "We won't
just accept the status quo. When smaller
companies fail to expand enough in order
to control market prices, they should be
acquired by bigger ones in the position to
control the market. It's a question of the
survival of Estonian dairy business."
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It's good-bye to the Mumuu brand and the
image of a friendly cow, as the new owner of
Polva Piim will replace them with the
stronger Tere brand.

Photo: Polva Piim

According to Mr Haelm, Polva Piim will
drop its own brand Mumuu in the near
future and start using 7ere - the brand of
the biggest Estonian dairy, also con-
trolled by Mr Kruuda. "It's logical: the
bigger brands stay, the smaller ones have
togo."

OMXT-listed  Kalev  management
choose not to comment the deal before
having permission from the competition
office Konkurentsiamet. "l do not com-
ment the issue at all," says Mr Kruuda to
newsZbizESTONIA.

Polva Piim turned over EUR 31m last
year, eamning a gross profit of EUR 3m.
"The last year's result was astonishing; |
don't believe we will have such in the
next ten years," says Mr Haelm. "This
year we will most probably get a result
near the one in 2006 (EUR 21m turnover,
EUR 1m profit)."

Kalev Paide Tootmine turned over EUR
20m in the fiscal year 2006-2007, earn-
ing a profit of EUR 1.8m. The company is

one of the most profitable subsidiaries of
Kalev in addition to the candy maker
Kalev Chocolate Factory and the real
estate developer Kalev REC.

Tere, owned 100% by Mr Kruuda's
holding Rubla, turned over EUR 62m in
2006 and is the milk products market
leader with a 24% share.

Dairies' market shares in 2006 by
turnover

Polva Estover
Maag 8% 6%
12%
Valio
0
12% Others
0
Tere 38%

24%
Source: companies, Aripdev, news2biz

Despite the dairy business being quite
profitable in recent years, Mr Kruuda
tried to sell the food producing subsidi-
aries of Kalev together with Tere to Alta
Capital Partners (see no 239 page 4)
last year. The EUR 44m deal, however,
collapsed in May when Alta failed to de-
liver the money (see no 255 page 5).

It remains unknown, if the acquisition
of Polva Piim means that the dairies of
Mr Kruuda are not for sale anymore, as
he declined to comment this issue also.
We have talked to

Aivar Haelm aivar@polvapiim.ee
Tel +372 503 2910 (mobile)

Excise duty hike shook
the alcohol market

20% increase of the excise duty in July
amplified alcohol producers' output in
June, while also calming the production
in July and August.

Just before the excise duty rise's
coming into force on 1 July, retailers
rushed to fill their warehouses with
cheaper alcohol, buying everything they
could get. According to the union of al-
cohol producer Alkoholitootjate Liit,
total sales of alcohol increased by 62% in
June y-o-y. Taxation authorities gathered
EEK 463m of excise tax in July for alcohol
sold in June, twice as much as a year
before.

Party, followed by hangovers

Estonia's biggest alcohol producer Liviko
was forced to keep its factory running
almost 24/7 in June to satisfy the enor-
mous demand of retailers. The company's
monthly output exceeded its average
production volume by 80%.

"The market simply swallowed the
produce that was taxed according the
former level. We were ready for this craze
and coped with it. Still, | don't think this
kind of action is normal," says Janek
Kalvi, CEO of Liviko to news2biz ESTO-
NIA.

Brewers were less inflicted by the
shopping spree, but also noted the
anomaly in sales figures. "Our production

in June substantially exceeded production
in July - in a normal summer it's the other
way around," says Tarmo Noop, CEO of
Tartu-based beer producer A. Le Coq to
newsZbizESTONIA.

As in the wake of every party, hango-
ver followed - the demand for alcohol
dried significantly in July and continued
to be low throughout August.

“Now we produce 600,000-700,000
litres a month, 30% less than our
monthly average 1m litres," says Mr
Kalvi. "Although demand is already re-
turning and the market has started to
stabilise.”

Duty hike destabilises the market

Estonia raised its excise duty on alcohol
by 10% in January and by 20% in July - a
cumulating rise of 32% in a year (see no
232 page 13). The tax hike raised the
price of the 0.5 litre bottle of the popular
medium-priced vodka Viru Valge, for in-
stance, from EEK 60 to EEK 87.

"Speaking of end consumers, | see no
decrease or increase in demand. All the
craze was launched only by speculators,”
says Mr Kalvi.

Estonian government increased the
excise duty this year instead of spreading
it equally among the next five years, for a
reason - to reach the common euro cur-
rency. According to the government's
reasoning, if consumer prices are not in-
fluenced by rising excise duties in the
next years, inflation will ease off and help
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Estonia to fulfil the inflation criteria for
euro adoption.

Still, alcohol producers are not happy.
"A rise this big destabilises the market.
Excise duty should not rise more than 5%
per year," says Mr Kalvi. "Well, if the
hike helps us to meet the inflation crite-
ria, it's good for us, of course. But still |
think we should avoid such market dis-
tortions."

According to  Mr Noop, Estonia
shouldn't take steps different from those
of neighbouring Latvia or Lithuania. "If
excise duties differ greatly in the three
countries, prices differ as well. It's so easy
to shop for alcohol at a neighbour's
store. Thus, we just give away our com-
petitive edge and promote “vodka-
tourism"," he says.

We have talked to

Janek Kalvi liviko@liviko.ee
Tel +372 510 1833 (mobile)

Tarmo Noop info@alecoq.ee
Tel +372 516 2111 (mobile)

SOFT DRINKS
Coca-Cola in search for
place for new plant

The US drinks giant Coca-Cola is
searching for a 15-20 ha location in the
Baltics to construct a new plant, the
company's third in the region.

As becomes a world-class multina-
tional company, Coca-Cola officially has
disclosed few details but confirmed the
plan.

"We have informed our employees
that we are currently assessing our in-
vestment strategy for the Baltics and the
evaluation is still in progress. A site
search of appropriate locations across the
Baltic states is now underway. The com-
pany will make an official announcement
if and when the need arises," says An-
nela Laaneots, public affairs manager
Baltics at Coca-Cola Hellenic, to
news2biz.

In a recent letter to the Kaunas mu-
nicipality, cited by Lithuanian media,
apart from the land lot size requirement,
Coca-Cola lists other key technical condi-
tions for the future production site: ac-
cess to a drinking water supply line for
200 cb.m per hour, a 2,000 cb.m per
hour natural gas supply line, an 11 kV
and 10 MW power supply line.

Coca-Cola's share in the Baltics
by product category, 2007
Iced tea*
Carbonated soft drinks
Sport drinks
Energy drinks
ice*

Mineral water

0% 15% 30% 45% 60%

*) Nestea brand of Swiss Nestle, used under licence by
Coca-Cola;

**) December 2006-November 2007

Source: Nielsen

Today Coca-Cola's Baltic bottling busi-
ness, managed by the Greece-based sub-
sidiary Coca-Cola HBC, features plants
in Alytus and Tallinn.

We have talked to

Annela Laaneots annela.laaneots@cchellenic.com
Tel +372 557 9808 (mobile)

ALCOHOL
Onistar distillery still
struggling

Estonia's third largest distiller Onistar
distilling plants remain closed and some
assets are up for sale due to a pending
EEK 37m tax liability. In addition to tax
authorities, other creditors also demand
millions from troubled distillery.

The Estonian tax and customs board
Tolli- ja Maksuamet halted Onistar's dis-
tillery due to the company's failure to pay
the excise tax in this spring (see no 254
page 7). Next, other creditors stepped in
- the Latvian bank Rietumu Banka,
their Estonian colleagues from Aripank
and off-shore company Tintrade, the
owner of the commercial port Paldiski
Pohjasadam - and launched the sale of
Onistar's properties in Tallinn. Altogether,
Onistar's debts may amount to EEK
100m.

The bailiff's first auction on two plots
in Tallinn together with alcohol produc-
ing plant buildings, failed. The price tags
of EEK 143m for 8,600 sq.m and EEK
65m for 9,000 sq.m properties proved to

be too much for investors, as no buyer
turned up.

Furthermore, Estonia's largest distillery
Liviko rejected Onistar's offer to buy its
subsidiaries, the two spirit-producing
plants 100km east of Tallinn, namely
Moe Piiritusetehas and Rakvere
Piiritusetehas. According to Janek
Kalvi, CEO of Liviko, the plants turned
out to be too outdated. "The equipment
is too old to produce the high-quality
spirit we need. There is no point in reno-
vating them either as building a new
modern plant would be much cheaper,"
says Mr Kalvi to news2bizESTONIA.

newsZbiz ESTONIA tried to get com-
ments from the members of Onistar's
management and board, but failed. The
only one picking up his phone was Jaan
Molder, member of the board, saying
that only CEO and biggest shareholder
Igor Savenkov comments the company's
matters, while Mr Savenkov himself re-
mained unreachable.

We have talked to

Janek Kalvi liviko@liviko.ee
Tel +372 510 1833 (mobile)

EVENTS

Lillemess 2008/Flower Fair
Annual fair of flowers and gardening.

Time: 12-14 September, 10:00-18:00
Place: Tartu Néitused, Kreutzwaldi 60, Tartu
Price: EEK 50

Organizer: Tartu Naitused

Contact: kristin@tartunaitused.ee

phone: +372 742 1662
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PROPERTY &
CONSTRUCTION

PROPERTY DEVELOPMENT
EEK 1bn business centre
Tasku opened in Tartu

Tasky, the largest and most modern
business centre in Southern Estonia, was
officially launched in Tartu at the end of
August.

The 6-storey business centre building
in the £majoe Arikeskus business park,
developed by Estonian-owned Estiko,
was named Tasku ("The Pocket" in Esto-
nian) just in order to rhyme with the first
building of the development, an eccentric
14-storey tower built in 1998, which was
nicknamed APlasku ("The Flask" in Esto-
nian) by the townsmen of Tartu, Estonia's
intellectual capital.

While Plasku has a modest 7,500
sq.m of office and store space in addition
to the apartments on the higher floors,
Tasku with its 42,000 sg.m space enters
the higher league of business buildings,
competing with the biggest centres in
Tallinn. The construction was done by the
Estonian arm of Finnish YIT and cost al-
most EEK 1bn.

"Actually, we opened a part of Tasku
already in spring, as it was technically
possible to open some stores without
getting in the construction workers'

way," says Ain Tammvere, CEO of Estiko
to news2biz ESTONIA. "But the official
launch was in 28 August."

Estiko was in a hurry to get rent from
the tenants pouring in, as by the con-
struction cost, Tasku is one of the most
expensive buildings completed in Estonia
recently. Still, according to Mr Tammuvere,
costs didn't exceed the estimates of Es-
tiko.

"We used a different approach with
Tasku than normally, when the cost of
construction is defined by contract. We,
however, used a project management
contract with YIT, meaning we actively
took part in the construction planning
and expenses management processes,"
says Mr Tammvere. "Some things be-
came cheaper under way, some, on the
contrary, rose in price. But, overall, it paid
off."

m&ﬁ o

Emajoe Arikeskus business park in full: first
Tasku, behind of it Plasku, and Hotell Dorpat
in the background. In the centre of develop-
ment lies the bus station.

Visualisation: Estiko

Despite the economy slowdown, business
space renting seems to go rather well in
the centre of the second largest city of
Estonia. "The four first floors are full of
tenants. Currently we only have some
space left on the 5th and the 6th floor,"
says Mr Tammvere.

Tasku accommodates the most mod-
ern multiplex cinema in Estonia, the 700-
seat Cinamon with five screens, a 750-
seat conference centre, a Rimi super-
market, and several restaurants in addi-
tion to different stores and shops. Alto-
gether, Emajoe Arikeskus, composed of
Plasku, Tasku, and Hotel/ Dorpat, the EEK
150m hotel with rooms for 410 people,
has nearly 60,000 sq.m of business
space.

Adding the now complete Emajoe
Avrikeskus to other buildings in the centre
of Tartu, owned and operated by Estiko,
one can see that the real estate devel-
opment is soon outgrowing the core
business of the company, the plastic
packages plant Plastar (established in
1917). Rondam Grupp, the parent
company of Estiko, reported EEK 373m
turnover last year. EEK 293m of it was
the turnover of Plastar, the rest came
mainly from the real estate business.

Estiko is controlled by the South-
Estonian businessman Neinar Seli.

We have talked to

Ain Tammvere ain@estiko.ee
Tel +372 503 0918 (mobile)

More on Emajoe Arikeskus development: no
107 page 4, no 191 page 7, no 222 page 6

Construction market
decline continues in Q2

The total production of Estonian con-
struction enterprises in Estonia and in
foreign countries decreased by 6% y-0-y
in Q2 2008. In the first quarter, the de-
crease was 4% y-0-y.

The production value of construction
enterprises amounted to EEK 9.7bn in
the second quarter, of which the value of
building construction was EEK 6.4bn,
while civil engineering totalled EEK
3.3bn.

According to the statistical office
Eesti Statistika, the proportion in the
field of buildings decreased by 12%,
while the volume of civil engineering in-
creased by 10%. The decrease in building
was mostly due to the contraction of
dwelling construction on the domestic
market.

In contrast, the construction volume in
foreign countries in Q2 increased by
about 2% y-0-y.

According to the Q2 2008 data of the
construction registry Ehitusregister, the
number of dwelling completions was
1,398 - making for 559 dwellings less
than in the same period of 2007. In a
trend similar to the previous years, more
than three quarters of completed dwell-
ings were situated in blocks of flats.

The recession on the market also in-
fluences new projects. In the 2nd quarter
of 2008 building permits were granted
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for the construction of 2,143 dwellings, a
third less than in the 2nd quarter of
2007.

IN BRIEF

o ARCO CHANGES MANAGEMENT OMXT-listed
real estate developer Arco Vara changes its chair-
man of the board again, replacing Aare Tammemde
with investment banker Lembit Tampere. Mr Tam-
memde was appointed to the position of chairman
just 6 months ago, when one of the founders of the
company, Viljar Arakas left. The main reason for both
changes was a wide differences of opinions inside
the Arco Vara management, the media reports. The
company's share, trading near its 12 months low at
EUR 0.5, also fails to satisfy the investors.

RETAIL & SERVICE

LABOUR MEDIATION
Empresaria agency
expands to Estonia

The International labour mediating
agency Empresaria expands to Estonia
and Finland through the acquisition of a
majority stake in the Finnish peer Medi-
radiX.

The London-headquartered Empre-
saria acquired a 60% stake in the Finnish
MediradiX and its Estonian subsidiary by
the same name from the current owner
and CEO Ralf Hjorth in the beginning of
August. Mr Hjorth remains CEO of the
company, providing doctors, dentists and
nurses for hospitals and health centres on
a temporary basis.

"We wanted to add the international
level to our business, as well as to get an
opportunity to operate on a larger scale,"
Mr Hjorth explains to newsZbiz ESTONIA
the sale of the majority stake.

"We are firstly looking for specialised
staff. Secondly we keep an eye on the
healthcare sector, because that sector is
less dependent on economy fluctuations -
people get sick and need treatment dur-
ing the recession, t0o," reasons Armin
Preisig, head of European operations of
Empresaria, to news2biz.

Currently, a lot of Estonian doctors
and other people with an education in
the field of medicine are working abroad,
mainly in Finland. As the salaries of doc-
tors in Finland may exceed salaries for
similar positions in Estonia three or four
times, while the language and the cul-
tural environment are similar, Estonians
are keen to work on the Northern shore
of the Gulf of Finland.

Still, Mr Hjorth predicts that the export
of medical workers may soon very well
turn into import. "There is already a
shortage of qualified doctors and nurses
in Estonia. Therefore, we may mediate
doctors from other Baltic states, even
from Russia, for example, to take posi-
tions in Estonian hospitals - and vice
versa, send Estonian doctors abroad, all
over the world."

"Healthcare specialists in Scandina-
vian and Baltic countries have a good
education; many of them are able to

speak English, so we can send them to
work all around the world," says Mr Prei-
sig. "The money is not the only reason
for people's choosing to work abroad; for
instance, also research possibilities may
tempt some people."

The next logical step is for Empresaria-
bolstered MediradiX to expand into Lat-
via and Lithuania. Mr Hjorth admits the
existence of such a plan, but refuses to
comment it further: "It's still in a very
early stage.”

MediradiX, established in 2003, em-
ploys 100 doctors, dentists and nurses,
while having more than 1,000 medical
workers listed in its database. Mr Hjorth
expects the company's turnover to reach
EUR 6.5-7m this year. "But we may very
well exceed that prediction, if all our
plans are fulfilled," he adds.

Empresaria, listed in the alternative
market on the London stock exchange,
operates in 22 countries worldwide,
having 150 offices and over 1000 inter-
nal staff. Approximately 60% of the
company's EUR 185m turnover for 2007
was generated outside the UK. In Europe,
Empresaria also has offices in the Neth-
erlands, Poland, Germany, Slovakia and
the Czech Republic.

We have talked to

Ralf Hjorth ralf.hjorth@mediradix.fi
Tel +358 40 084 8223 (mobile)

Armin Preisig preisiga@empresaria.com
Tel +41 44 388 5250 (direct)

DINING
Vapiano franchise res-
taurant opens in Tallinn

Estonian-owned Piano Baltic launches
first German fast-food franchise Vapi-
ano restaurant in Tallinn city centre.

Established in Hamburg, Germany in
2002, Vapiano is present in 9 countries
in Europe and US. Piano Baltic, holding
Vapiano franchise for all three Baltic
countries, plans to open 6-10 restaurants
in the years to come.

Vapiano is based on Italian kitchen
meals - pizzas, pastas and salads -, pre-
pared and served on the spot. The cus-
tomer is given a chip-card at the en-
trance, which is used when ordering food
and compiling a bill at the exit. The res-
taurant chain calls its concept "fast cas-
ual”.

"Vapiano's concept is not only a very
novel and perspective model of gastron-
omy, but also one of the fastest-
developing catering brands as well," says
Tarvo Jaansoo, CEQ and one of the own-
ers of Piano Baltic to newsZbizESTONIA.

"As we are Estonians, we started
here. The next restaurants will most
probably be outside Estonia. We already
have a rental contract with developers of
the new business and shopping centre in
Kaunas, Lithuania," adds Mr Jaansoo.

The first Vapiano restaurant in the
Foorum shopping centre in the heart of
Tallinn cost EEK 20m to construct and
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furnish. The design was done by Matteo
Thun, the Italian designer responsible for
the design concept behind all Vapiano
restaurants. The restaurant, opened in
May, has already proved to be quite
popular among Estonians.

al ,4& F & .
McDonalds, beware! Vapiano enters the fast
food niche with Italian cuisine.

Photo: Vapiano

"The results of the first months exceed
the numbers we had in our business
plan,” says Mr Jaansoo. "By now, we are
already among the top three restaurants
in Tallinn by turnover."

Mr Jaansoo didn't want to reveal Pi-
ano Baltic's expectations regarding fiscal
results.

We have talked to

Tarvo Jaansoo tarvo.jaansoo@pianobaltic.com
Tel +372 517 6216 (mobile)

Retail sales decreasing
during the year

The retail sales decreasing trend, started
in January 2007, continues - retail sales
of goods dropped by 7% y-o-y in June, to
EEK 4.8bn.

Compared to May 2008, retail sales of
goods decreased by 1%.

The decrease in sales was essentially
influenced by a rapid growth in the prices
of food products, reports the statistical
office Eesti Statistika.

Still, the biggest decline percentage
was experienced by stores selling com-
puters, home appliances, sports and rec-
reational goods - by 17% y-o0-y. The only
sectors holding on last year's level are
drug stores and mail order companies.

IN BRIEF

o FITNESS CLUBS The Scandinavian-funded new-
comer on the fitness club market MyFitness has re-
cently acquired its competitors Coral Club in Tallinn
and Tropic in Tartu for an undisclosed sum. Both
clubs will be renamed and added to the recently
opened first club in Tallinn (see no 245 page 6) to
form a chain called MyFitness.

o BALTIKA EXPANDS IN LITHUANIA  The
OMXT-listed Baltika Group plans to open another
two /vo Nikkolo women's fashion stores in Lithuania
this year, saying that the negative trends in con-
sumer spending and expectations have had little im-
pact on the upmarket brand. Baltika now counts 2
Ivo Nikkolo stores in Lithuania, that showed a yearly
45% sales rise in April-July.

EVENTS
Laps ja Pere /Kids and Family Fair

Annual fair of goods for children.

Time: 27-28 September, 10:00-17:00

Place: Saku Suurhall, Tallinn

Price: EEK 25

Organizer: Taveco Disain

Contact: Ragne Toniste ragne.toniste@taveco.ee
phone: +372 618 1797

IT & MEDIA

IT SERVICES
Microlink restores
pan-Baltic presence

Estonian MicroLink, once the largest IT
company in the Baltics, acquired the
communication technologies trainer IT
Koolituskeskus in order to again have
representatives in other Baltic states but
also to add IT-training to its services.

"We had two main reasons for ac-
quiring IT Koolituskeskus. Firstly, training
is becoming more and more important in
IT business; its significance has also
grown in our large projects with big cor-
porate customers. And secondly - we
want to restore our pan-Baltic presence,"
says Andres Kaarik, development man-
ager and member of the board of Micro-
Link to news2bizESTONIA.

BaltCap exits with profit

MicroLink acquired its 82.9% stake in IT
Koolituskeskus from the financial inves-
tor, the private equity fund BaltCap as
well as the current management. The
latter still holds the rest of shares of the
company. The value of the deal was EEK
22m.

With its 37 employees, IT Kooli-
tuskeskus, established in 1994, ran 600
different training courses in the last year
in Estonia. The company has three sub-
sidiaries - ProTraining Academy in

Lithuania, IT Protraining Latvia in Lat-
via and BiTA Service Management,
an IT service management training and
consultancy provider in Estonia, estab-
lished in 2006 in cooperation with its
Swedish namesake.

According to Martin Kodar, partner of
BaltCap, the deal was profitable for the
fund. "We fulfilled the Baltic strategy for
the IT Koolituskeskus, and after that it
was time for us to exit. This is our in-
vestment strategy. We were looking for a
buyer, and MicroLink turned up," he says
to news2bizESTONIA.

BaltCap will soon reinvest the money,
Mr Kodar assures: "Currently it is a good
time to invest in various sectors."

MicroLink restores Baltic link

In 2005 Microlink was acquired by three
telecoms - Estonian Elion, Latvian Lat-
telekom and Lithuanian Lietuvos
Telekomas (see no 190 page 9). As a
result, Microlink's operations were di-
vided between those three companies
and Estonians lost their pan-Baltic pres-
ence, which is now regained through ac-
quisition of IT Koolituskeskus.

"Now we have a well-functioning of-
fice in Lithuania and two-year-old repre-
sentation in Latvia, already beyond the
launching phase," says Mr Kaarik. "In
addition to IT-training, we will also offer
there our other services. Mostly we target
the so-called cross-border customers who
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are keen to buy the same IT-services from
one provider in all three countries.”

The MicrolLink tale

1991 - Established as computer assembler.

1995 - Started system integration and Internet op-
erations, exited computer parts wholesale busi-
ness. Has a wide resellers network in the Baltics.

1998 - Being the no 1 Estonian computer com-
pany, merged with the no 2, Astrodata, to create
the biggest IT company in the Baltics.

1999 - Acquired Parks and LVNet, two leading
Latvian ISP and Internet companies; as well as two
similar companies in Lithuania - Skaitmenines
Komunikacijos and Taide. In the same year, Mi-
crolink transferred all its Baltic Internet-related ac-
tivities under a new holding company, naming it
Delfi.

2003 - Delfi was sold to Norwegian Findexa
group for EUR 5m. The computer assembling busi-
ness was sold to the division management and
continues as an independent company named ML
Arvutid. MicroLink concentrates on IT systems
management and services.

2005 - TeliaSonera controlled Baltic telecoms
bought MicroLink and split its business in three.
Estonian MicroLink was to continue as a subsidiary
of the fixed line communications provider Elion,
owned by OMXT-listed Eesti Telekom.

2008 - Acquires IT Koolituskeskus in order to start
its second pan-Baltic expansion.

Source MicroLink, news2biz

"It's hard to evaluate the size of invest-
ments needed for the pan-Baltic expan-
sion. In fact, we are not going to acquire
more assets for now; we copy solutions
already established in Estonia to Latvia
and Lithuania, but also hire additional
service and marketing personnel,” says
Mr Kaarik. "Our aim is to have the cen-

tres of competence in different countries,
like we used to have before the division.
Now we start a similar model."
MicroLink's turnover was EEK 365m in
2007, a 38% rise compared to 2006. Mr
Kaarik finds it difficult to predict the
company's results for the future: "In diffi-
cult times, IT- and marketing expenses
are the ones which companies will cut
first. But also the opposite happens - en-
trepreneurs may invest in IT to cut other
expenses,” he says. "Nevertheless, we
will add at least EEK 30m turnover - that
of IT Koolitusekeskus. "
We have talked to

Andres Kaarik andres.kaarik@microlink.ee
Tel 4372 503 4244 (mobile)

Martin Kodar martin.kodar@baltcap.com
Tel +372 665 0282 (switchboard)

Advertising market
maintains small growth

The Estonian advertising market turnover
grew by 2% y-o-y in the 1H 2008, from
EEK 902m to EEK 925m.

In the second quarter the market
turnover reached EEK 517m, a 5% in-
crease compared to the corresponding
period a year ago.

According to the media research com-
pany TNS Emor, the biggest growth was
achieved by advertising on the Internet
and radio, while in printed media the ads
revenue dropped. Still,  newspapers
maintained their position as the biggest
advertising channel.

Advertising turnover in H1 2008

Media Turnover, Market Change

EEK m share y-0-y, %
Newspapers 348 36% -7% N
v 247 27% 0% =
Internet 93 10% +37% A
Magazines 92 10% -3% N
Radio 73 9% +271% A
Outdoor 72 8% +23% A
Total 925 100% +5% A

Source: Eesti Statistika

Advertising market share H1 2008

Outdoor Radio

News- 8% 9%
papers
36%
Maga-
T\i Internet ~ Zines
27 /D 100/0

10%

Source: Emor

IN BRIEF

o DATA MANAGEMENT Synaptris, a software
company from US, has partnered with the Estonian
IT-consultancy Crystal Solutions to offer its solu-
tions in Estonia. Synaptris /nteliPRINT and /Intel-
/IVIEW flexible reporting and analysis solutions are
designed specifically for Lotus Notes and Domino us-
ers, helping businesses generate actionable informa-
tion from silos of data. Estonian-owned Crystal Solu-
tions is the first partner in the Baltic region for Syn-
aptris, a spin-off of the software developer CSS.
Synaptris has 75 business partners in 60 countries
around the world.

e UK MARKETER INCLUDES ESTONIA The
London-headquartered marketing company EuroDi-
rect has extended its consumer classification system,
Cameo, to cover Estonia. Cameo lets marketers pro-
file and segment their current customers while iden-

tifying and targeting new prospects. The system has
been developed using the latest census data, char-
acterising the Estonian population into 24 consumer
types and seven key marketing groups.

e RUSSIAN PAPERS IN TROUBLES The three
biggest Russian-language newspapers in Estonia
have financial troubles, the business daily Arpdev
reports. The publishers of dailies Den za Dnjom,
Molodjoz Estoniiand Vesti Dnja have tax debts since
the beginning of the year. The publishers' debts vary
from EEK 0.5m to EEK 1m, and are due to declining
income from advertising.

TRANSPORT &
LOGISTICS

LAST MAERSK COMPANY IN ESTONIA
Maersk puts Loksa
shipyard up for sale

Denmark's crisis-ridden Odense Steel
Shipyard, owned by the Danish con-
glomerate A P Moller-Maersk, has put
its last Estonian company Loksa Lae-
vatehas (Loksa Shipyard) in Loksa 50
kilometres east of Tallinn up for sale.

The Estonian yard, founded as a naval
yard for the Soviet navy, was originally
taken over by Odense in 1994 and has
since then become one of the world's
leading manufacturers of hatch covers.

"We are not sure if we are going to
build long series of ships any more which
makes it important for us to take a close
look at our business. Also, things have
changed somewhat since 1994 - at that
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1"

time we moved production to the Baltics
because of lower cots, whereas now, be-
cause of rising costs, it is only a question
of capacity,” says Finn Buus Nielsen,
managing director of Odense Steel Ship-
yard, to news2bizESTONIA.

“During that past years we have im-
ported hatch covers from China and the
cost has been the same as for the ones
we produce ourselves in Loksa. So while
we believe that we might need the serv-
ices supplied by Loksa also in the future,
it is just not necessary for us that the
company remains in our ownership,"
says Mr Buus Nielsen.

In recent years, Loksa has moved from
focussing on hatch covers to other forms
of steel structures such as hulls, accomo-
dations (for Tallink ferries and Danish na-
val ships), specialised structures and even
floating homes (see no 242 page 3), but
Odense has chosen to hold on to Baltija
Shipbuilding Yard in Klaipeda as the
basis for the company's production of
superstructures.

Danske Markets will acts as
Odense's financial advisor in the sale of
Loksa.

Loksa Laevatehas employs app 700
staff. The latest figures available (2007)
tell of a EEK 701m turnover and a EEK
Im profit. Earlier, A P Moller Maersk
used to be the leading Danish investor in
Estonia, counting companies such as the
Estonian Air national carrier and the

Narva-based metal processor Balti ES
that have both been sold off earlier.
We have talked to

Finn Buus Nielsen fbn@oss.dk
Tel +45 6397 1000 (direct)

AIRLINES
State intends to keep
stake in Estonian Air

The government has no intentions to sell
the state's stake in Estonian Air to SAS
or any other bidder, ensures the Minister
of Economy.

"This is not a question of money, this
is a question of airplane connections.
Estonia is interested in having as many
direct connections between Tallinn and
other cities as possible, and a national air
carrier is a way to ensure it," says Juhan
Parts, the Minister of Economy to
news2bizESTONIA.

Estonian Air is currently owned by SAS
(49%), the Estonian state, represented by
the Ministry of Economy (34%), and the
Estonian investment company Cresco
(17%). Similar to the case of air Baltic
(see newsZbiz LATVIA no 257 page 9),
SAS has always aspired to have a major-
ity in the company, meaning it has to buy
a stake from one or another co-owner.

While the state is firm in its decision
not to sell, Cresco keeps all options open,
choosing not to comment their own plans
or the position of other shareholders.

"Cresco is a financial investor - al-
though we sometimes take positions of
patience. We try to place our own and
our investor's funds where Cresco genu-
inely can contribute and is expected to do
so by fellow shareholders, "explains Olev
Schults, CEO of Cresco and the chairman
of the supervisory board of Estonian Air.
"We are well aware that airline industry
is a tough one and sometimes disre-
garded by the financial community, but
we also know that building values takes
time and commitment regardless of the
industry. Cresco is driven by value and
not by strategic considerations."

Nervous SAS has already announced it
walks out of air Baltic, where it can't get
a majority in at least the next three years.
The same could happen to Estonian Air -
unable to get a majority stake, SAS can
also sell its current minority stake.

"Go ahead, selll I'm sure there are
many interested investors out there will-
ing to take SAS' place. | could name
some names right now," assures Mr
Parts. "Personally, | wouldn't exclude the
possibility of the Estonian state being
ready to obtain a much bigger stake in
Estonian Air than it currently has."

Mr Schults is more careful: "We do
not mind ambitions and risk, but with our
17% holding in Estonian Air we first lis-
ten to SAS and the Estonian government
and only then come up with our own
plans.”

Estonian Air

1991 — Estonian national carrier, created on the
basis of Estonian branch of Soviet air carrier Aero-
flot.

1995 — The company leased two first non-Soviet
planes, Boeing 737-500s.

1996 — 66% of shares privatised to the Danish
airline company Maersk Air and the Estonian in-
vestment company Cresco. Two Fokker 50 planes
were leased from Maersk Air.

1998 — long-term cooperation agreement with
SAS.

2003 — Maersk Air sold its 49% stake to SAS.

2008 — The company has six Boeings and two
SAAB SF340As, and flies scheduled flights to 21
destinations.

Source Estonian Air

" Although SAS is not a majority owner in
Estonian Air today, it is quite obvious
that Estonian Air's development depends
on SAS, and first of all on SAS' strategy in
the Baltics," says Mr Schults. "Cresco is
trying to follow SAS' lead in Estonian Air
and contribute where possible, but we
also need to be realistic and sensible in
our options as a shareholder."

Estonian Air turned over EEK 1.38bn
in 2007, carrying 750,000 passengers
and experiencing a EEK 52m loss. The
loss was similar in 2006 - EEK 59m.

Despite numerous tries on the part of
newsZbiz, SAS press representatives have
not been available for comment.

We have talked to

Juhan Parts juhan.parts@mkm.ee
Tel +372 625 6304 (switchboard)

Olev Schults olev@cresco.ee
Tel +372 640 5860 (switchboard)
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Sales of new cars
dropped by a fifth in Q2

Sales of new cars dropped by 20% in Q2
2008 compared to the same quarter in
2007, after a decent result in Q1. Nev-
ertheless, July sales are comparable again
to the figures of the previous year.

While the car sale didn't show any
signs of slowdown in Q1, the Q2 result
was significantly weaker for car salesmen
than a year before - a 20% drop from
9,143 cars to 7,305.

According to the motor vehicle regis-
tration centre ARK, only three car brands
in the top 10 have managed to increase
sales - Skoda, Mazda and Gitroen. While
Honda and Toyota remained in the top,
both brands sold more than a third less in
Q2 2008 y-0-y. Joyota sales contracted
to 707 from 1107, Honda sales to 761
from 1122.

Number of new personal cars
registration, monthly

3400 —— —() 07 =008

3.200 /—\
3.000

jan  feb  mar apr may jun jul

Source: the motor vehicle registration centre ARK

Mazda 6 and Cifroen (4 overtook the
lead positions in the most sold models
table from previous bestsellers Honda
CR-Vand Givicin the first half of 2008.
In July, Skoda Octavia topped the table
with exactly a hundred cars.

IN BRIEF

o TALLINK'S EXECUTIVES WELL-PAID The ship-
ping company Tallink pays its executives the most,
shows a comparison of listed companies, made by
business daily Arjpdev. In average, the company's
executives earned more than EEK 400,000 a month
last year. All in all, the company paid its executives
EEK 22.4m including annual bonuses and severance
pay. The 2nd and 3rd positions are held by the ex-
ecutives of the construction company Eesti Ehitus
and the real estate developer Arco Vara, earing
EEK 250,000 and EEK 223,847 in a month, respec-
tively.

o SHIPYARDS FEstonian BLRT shipbuilding group
has abandoned plans to buy a shipbuilder in Latvia.
The Estonians were previously rumoured to be eying
the Bolderaja shipyard in Riga, but are now con-
centrating on their operations in Finland, Estonia and
Lithuania.

o AIRLINES UK-based easylet has suspended
flights from Berlin to both Riga and Tallinn for the
coming winter season. It is unclear whether the
budget airline plans to re-open the service next year.
The airline has announced that results for the con-
nections have not been as expected. easylet started
flying to Riga and Tallinn in 2004 (see no 173 page
10). In Riga, the largest airport in the Baltics, easylet
was swiftly surpassed by its Irish rival Ryanair, the
latter having been much more aggressive with ex-
tending the number of connections to and from Riga
available.

o RAIL OPERATOR SPLITS The state-owned rail-
road operator Eesti Raudtee dvides its operations
next year, separating the railroad infrastructure man-

agement into EVR Infra, and cargo operations into
EVR Cargo. The split is done due to EU regulations,
demanding that railroad companies keep separate
balance sheets for transportation and infrastructure
managements.

o ESTONIAN AIR FLIES TO SAAREMAA The
county government of the island of Saaremaa con-
tracted Estonian Air to operate the air route be-
tween Tallinn and the capital of the county, Kures-
saare. Estonian Air snapped a 5-year long, 7 flights a
week contract from under the nose of the current
operator Avies. The county government supports
every flight with EEK 24,000. The route will be oper-
ated by 33-seat Saab-340turboprops.

ENERGY &
ENVIRONMENT

Waste managers call for
license system

Compulsory waste management has in-
creased the number of customers of
waste management companies, as well
as their turnover - still the companies are
not satisfied with it, calling for imple-
mentation of a licensing system.

According to the system that entered
into force on 1 January last year, every
municipality is obliged to find a manager
for local waste in an underbidding. Big-
ger cities are divided into regions which
in turn are divided between the under-
bidding winners. Some municipalities can
also choose multiple winners.

"There are no parties happy with the
current system. Companies are forced to

underbid, which brings down the service
level, thus dissatisfying the customers,"
says Argo Luude, CEO of the waste man-
agement company Cleanaway to
newsZbizESTONIA.

"The price is the only criteria for se-
lecting a local waste management service
provider. The quality of service is not im-
portant, the price is," adds Agu Rem-
melg, CEO of Ragn-Sells.

According to the waste management
association Jaatmekaitlejate Liit, only
60% of municipalities have chosen their
waste management service providers, de-
spite the system having been in force for
more than year already. "In addition,
they have great authority for exempting
institutions and people from the compul-
sory system, which in turn changes the
situation on the market," says Mr Luude.

Jadtmekaitlejate Liit has proposed that
the Ministry of Environment attune
the current system. "Instead of sharing
the market in the form of underbidding,
local governments should issue a certain
amount of licenses. Customer should be
free to choose their waste recycler from
among the license holders. This would
maintain competition between the com-
panies and assure the quality of service,"
explains Mr Luude. "Should a license
holder fail to assure the quality of their
service, their license will be terminated.”

The license system would save money
for all the parties, is Mr Luude convinced:
"Only thing that is needed is an effective
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controlling system." The similar system is
implemented in Lithuania and works
well, according to the waste manage-
ment association.

The ministry has not answered to the
proposals of waste managers yet, despite
the fact that the garbage recyclers have
been nattering over the system for sev-
eral months already.

Estonian waste management market
is basically divided in two between the
French Veolia-owned Cleanaway and
the Swedish namesake owned Ragn-
Sells, with the rest of the companies
sharing less than a fifth of the market.

Both of the bigger players experienced
a rise in both customers and turnover last
year. Cleanway turned over EEK 238 m
last year, Ragn-Sells topped it with EEK
327m turnover. "Everything went up, ex-
cept margins," says Mr Remmelg.

We have talked to

Agu Remmelg agu.remmelg@ragnsells.ee
Tel +372 606 0408 (direct)

Argo Luude argo.luude@cleanaway.ee
Tel +372 640 0888 (switchboard)

More on Ragn-Sells and Cleanaway: see no 247
page 12, no 255 page 12

Estonia becomes
a power importer

High CO2 quotas are forcing Estonian
state-owned power company Eesti En-
ergia to import more energy than it pro-
duces, making Estonia an electricity im-
porter.

While in 2007 Estonia exported 2,878
GWh of electricity - 2,481 GWh more
than it imported -, the balance is be-
coming negative this year. With first
seven months of the year, Estonia ex-
ported just 76 GWh more than it im-
ported - 977 GWh a total; while import
exceeds export since March.

According to Eesti Energia, the CO
quotas for producing energy have risen
from EUR 22 per MWh in January to EUR
27MWh in the summer. Eesti Energia
needs CO2 quotas due to the environ-
mentally not-too-friendly oilshale burning
power production.

ECONOMY & POLITICS

Promised tax cuts fall
victim to 2009 budget

All three coalition parties will have to
give up major promises in order to bal-
ance the next year's budget. Together
with them the personal income tax cut
from 21% to 20% will also be post-
poned.

Recently the Ministry of Finance pre-
dicted a GDP rise of 2.6% for the next
year. This is the most important predic-
tion for Estonia, as it is one of the corner-
stones to the calculation of the state's
budget size. According to the calcula-
tions, Estonian EEK 96bn budgetary proj-

ect for 2009 has EEK 4bn worth of un-
covered expenses. Or, to put it another
way, it is EEK 4bn short in income.

"We are not flying in the clouds - the
prognosis is realistic and conservative,"
says Ivari Padar, the Minister of Finance
to newsZbiz ESTONIA. "For many years,
several expenses have been injected into
the budget, and now there's insufficient
income to cover them."

Tax cut postponement inevitable

As all ministries wrestled with budgetary
problems throughout the summer, trying
to cut everything possible, the EEK 4bn
cut could already be too painful.

Therefore, Mr Padar chose a different
approach to covering the hole in the
budget - all three parties must freeze
their main projects. For the liberal party
Reformierakond it is the 1% cut in per-
sonal income tax, for the social demo-
crats SDE (the party of Mr Padar) it's a
rise of the tax-free minimum wage, and
for the conservative party Isamaa ja Res
Publica Liit (IRL) it's the rise in tax-free
earnings level related to the number of
children.

These three promises will cost Esto-
nian state EEK 3.7bn less revenue next
year - thus, freezing them almost covers
the hole in the budget project.

While SDE and IRL gave up their posi-
tions easily, the Prime Minister Andrus
Ansip's Reformierakond still tenaciously
fights for its sole major battle-flag — the

cut in income tax. In the end of August,
the party came up with a long pro-
gramme, outlining the expenses that
should be cut before anyone should even
dare touch the income tax cut. Still, the
rhetoric seems to have changed lately, as
the act of relinquishing the tax cut may
very well prove to be the price Re-
formierakond has to pay for the coalition
to continue.

"We have to give up our promises, we
have to postpone them. It's the reality,"
says Mr Padar. "Of course we may take
another look at our investment pro-
grammes. We can cut expenses in every
field, but at one moment we are in the
position where we can't cut anymore,
because the main functions of the state
will be threatened."

Tax system bound to change

According to Mr Padar, one of the gov-
emnment's main tasks for the next years
to come is changing the base of budget-
ary income. This means introducing sev-
eral asset taxes (for instance the car tax,
already been discussed) and reducing the
proportion of VAT and income tax.

"One cannot build a Nordic welfare
state with a 30% taxation base," he
says. "We have a high degree of con-
sumption-based taxes, which makes the
budget unstable and the income hardly
predictable.”
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14

news2biz ESTONIA o no 258 « 3 September 2008 © NORTHROUP NEWSLETTERS

State budget, EEK bn

100

90

80
70
60
50

40
2005 2006 2007 2008  2009*

*) MoF project
Source: Ministry of Finance

"The main thing we are fighting for - |
call it the cream in our herring pie - is
fulfilling the Maastricht criteria for euro
adoption. From three main criteria - gov-
ermnmental debt, budget deficit and infla-
tion - we fulfill the two first. We are to
meet the third one, the inflation criteria,
in 2011," Mr Padar adds. "When we get
into the euro zone, the burden will fall off
our shoulders."

Even the Ministry of Finance itself will
face cuts to help the budget - of 380
employees, 65 will be laid off.

How about the department of eco-
nomical analysis, the one whose predic-
tion were the most incorrect last year and
whose functions currently match those of
a similarly titled department in the central
bank Eesti Pank? No direct "yes" from
Mr Padar, but still: "We are aspiring to
cooperate more closely with Eesti Pank
and to start sharing each other's analyti-
cal forces in the near future.”

We have talked to
Ivari Padar ivari.padar@fin.ee
Tel +372 611 3445 (switchboard)

Wages growth
has started to slow

While Estonia's average monthly gross
salary increases by 15.2% y-o-y in Q2 to
reach EEK 13,306, the trend shows signs
of slowing down.

In the five previous quarters, the aver-
age salary increased by about 20% y-o-y
in every quarter.

Taking into account Q2 inflation -
11.4% - the growth of real wages was
only 3.4%. Last time the real wages in-
creased so little was in the 4th quarter
2004 (3.3%).

The average hourly gross salary in-
creased by 17.7% to EEK 78.26 in Q2.

Compared to the Q2 2007, the aver-
age monthly salaries increased the most
in fishing, forestry and education (51.7%,
29.2% and 21.4%, respectively). The
smallest increase was experienced in fi-
nancial intermediation, transport and
construction (9.8%, 12.1% and 12.2%,
respectively).

Average hourly salaries increased the
most in forestry, fishing and HoReCa, and
the least in manufacturing; transport and
real estate activities.

IN BRIEF

o ESTONIA HOSTS GEORGIAN WEBSITES The
Estonian state-owned IT-centre Eesti Informaati-
kakeskus is temporarily hosting some Georgian
websites to protect them from hackers. Specifically,
Estonia hosts the websites of Georgia's central bank
and Foreign Ministry, as well as a Georgian-English
news portal. The Georgian key websites, struck
down by cyber-attacks after the outset of the Rus-
sian-Georgian conflict, are hosted also in the US,
France and Poland.

EVENTS

Cybersecurity Forum

The Computing Technology Industry Association
CompTIA organises together with Amercian Chamber
of Commerce the forum about cyber security. A spe-
cial focus will be given to the theme “missing link:
the human factor and the need to fill an e-security
skills gap”. The presenters include the Minister of
Defence Jaak Aaviksoo, MP Mart Laar, US secret
service expert Tim Boerner, overseas security advisor
Ryan W. Garvey and others.

Time: 4 September, 9:00-13:00

Place: Radisson SAS Hotel, Ravala 3, Tallinn
Organizer: AmCham, CompTIA

Contact: eleite@comptia.org

phone: +48 66 070 5226

Kraftskiva - Crayfish Party 2008

Annual Crayfish Party, traditionally arranged in co-
operation between the Swedish and Finnish Cham-
bers of Commerce in Estonia.

Time: 5 September, 18:00-23:00

Place: Lillepaviljon, Pirita tee 26, Tallinn

Price: EEK 700, free for members

Organizer: Swedish and Finnish Chambers of
Commerce in Estonia

Contact: Kristiina Sikk
kristina@swedishchamber.ee

phone: +372 501 9813

BECC Power Breakfast:
Everybody Can Sell

Everybody can sell. Mike Southon, one of the UK's
leading authorities on entrepreneurship and sales
with a weekly column in the Financial Times, shows
you how.

Time: 10 September, 9:00-11:30

Place: School of Economics and Business Admini-
stration, Kopli 101, Tallinn

Price: EEK 350/550

Organizer: British-Estonian Chamber of Commerce
Contact: becc@becc.ee

phone: +372 5662 2623

Go East...But How Far?

Conference on doing business in the Baltics, Ukraine,
Russia, Vietnam and China

Time: 17 September 12:00-18:00

Place: Herning, Denmark

Organiser: Swedbank, PricewaterhouseCoopers,
Danish Foreign Ministry

Details:
http://www.dcc.lv/dcc/front/index.php?page=ac_acti
vities&vi_ev=648&vi_la=1


mailto:ivari.padar@fin.ee
mailto:eleite@comptia.org
mailto:kristiina@swedishchamber.ee
mailto:becc@becc.ee
http://www.dcc.lv/dcc/front/index.php?page=ac_activities&vi_ev=64&vi_la=1
http://www.dcc.lv/dcc/front/index.php?page=ac_activities&vi_ev=64&vi_la=1

news2hiz ESTONIA no 258, 3 September 2008 15

WAGES REAL EARNINGS

Average monthly wages in EEK (column A) I Real earnings index (right axis)

490 - . ———— 44
Indexed average wages (column B) Money-wage index

470 - e 4,2

450 - "ttt Consumer price index % 4,0

Gross wages * 430 /AV 3,8

Sector 4th Q 2007 1stQ 2008 2nd Q 2008 410 yi 3,6

390 34

A B A B A B 370 /[ 32

Manufacturing 11,424 427 | 11,383 425 12,166 454 350 /Av/ 3,0

Agriculture 9,407 637 8,795 59 10,109 685 330 /v - 2,8

Fishing 12,591 511 9,557 388 10,070 409 310 /“V VS 2,6

Construction 14,217 521 13,152 482 14,224 522 290 /‘\/ s - 2,4

Water, heating, gas, electricity 13,634 399 13,727 402 15,627 458 270 /Av — 2,2

Retail and wholesale 11,374 488 11,374 488 12,502 536 250 2,0

Hotels and restaurants 7,581 439 7,894 457 8,323 482 230 1,8

Transport, communication 13,736 408 12,989 386 13,751 408 210 1,6

Public administration and defence 16,707 529 15,171 480 17,471 553 190 1.4

. 170 1,2

National average 12,270 463 12,337 466 13,306 502 150 10

Note: 1st quarter 1996 = index 100. 130 0,8
*) Employer's legally fixed social tax of 33% of the gross wages, 0.3% unemployment insur- i i i i E E g g g § g g 'g 'g 'g 'g g
ance must be added. 5 B T s 5 2 T s 5 2 TS % 2 2§ %

Unemployed share of the labour force in the 2nd quarter 2008 calculated by the statistical
office Eesti Statistika (including unemployed not eligible for unemployment benefits): 4%. For

method of calculation see no 84 back page. Note: The diagram shows the developments of the average national gross wages and inflation.

i o ) T The difference between the two graphs may be read as the average improvement of the real
Source: Estonia’s statistical office, Eesti Statistika. earnings compared to January 1996. The columns show an index of the real earnings. If index
is above 1, the wages have increased more than inflation compared to January 1996.

TRADE

Estonian exports and imports divided according to commodity groups

EXPORTS in EEK m IMPORTS in EEK m
(according to Estonian classification) Jan-Jun Share Jan-Jun Share 2007 Share Jan-Jun Share Jan-Jun Share 2007 Share
g 2008 2007 2008 2007
Live animals; animal products 1,966 3% 1,634 3% 3,656 3% 1,506 2% 1,327 2% 2,611 1%
Food, beverages and tobacco 2,453 4% 2,418 4% 5,220 4% 4,719 5% 4,637 5% 9,800 6%
Mineral products 6,907 11% 9,512 15% 15,518 12% 12,248 14% 12,877 15% 24,746 14%
Chemical products 3,202 5% 2,722 4% 5718 5% 6,865 8% 6,029 7% 11,973 7%
Rubber and plastics 2,084 3% 1,923 3% 4,133 3% 4,195 5% 4,468 5% 8,886 5%
Wood 6,210 9% 6,510 10% 12,827 10% 2,462 3% 3,944 4% 6,785 4%
Textiles 3,002 5% 3,138 5% 6,247 5% 4,536 5% 4,525 5% 9,168 5%
Metals 8,363 13% 6,185 10% 12,671 10% 9,346 1% 9,388 10% 18,221 10%
Machinery and electrical equipment 14,394 22% 12,888  21% 26,214 21% 18,380  21% 18,240  21% 37,914 22%
Vehicles 5314 8% 5,107 8% 10,648 9% 10,892 13% 12,706 14% 24,359 14%
Other commodity groups 11,947 17% 10,671 17% 22,761 18% 10,704 13% 10,897 12% 22,003 12%
TOTAL 65,842 100% 62,708 100% 125,613 100% 85,853 100% 89,038 100% 176,466 100%
Estonia's ten largest export markets Estonia's ten largest import markets
(ranked according to 2007 in EEK m) (ranked according to 2007 in EEK m)
No Countr Jan-Jun Share 2007 Share No Countr Jan-Jun Share 2007 Share
y 2008 y 2008

1 Finland 11,941 18.1% 22,521 17.9% 1 Finland 12,779 14.9% 28,171 16.0%

2 Sweden 9,568 14.5% 16,695 13.3% 2 Germany 11,588 13.5% 22,531 12.8%

3 Llatvia 6,369 9.7% 14,273 11.4% 3 Russia 6,336 7.4% 18,083 10.2%
4 Russia 5,839 8.9% 11,109 8.8% 4 Sweden 9,229 10.8% 17,875 10.1%

5  Lithuania 3,776 5.7% 7,217 5.7% 5 Llatvia 6,890 8.0% 13,302 7.5%

6 | Germany 3,614 5.5% 6,623 5.3% 6  Lithuania 7,446 8.7% 11,931 6.8%

7 US 2,857 4.3% 5,240 4.2% 7  Poland 4,047 4.7% 7,981 4.5%

8  Norway 2,471 3.8% 4,245 3.4% 8 Holland 3,211 3.7% 6,027 3.4%

9 Togo m 0.2% 4,245 3.4% 9  United Kingdom 2,580 3.0% 5,385 3.1%
10 United Kingdom 1,924 2.9% 3,553 2.8% 10  ltaly 2,180 2.5% 5,008 2.8%

Source: Estonia's statistical office, Eesti Statistika.
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MONEY SUPPLY

CREDIT

Money supply in EEK m

The financial sector's net lending in EEK m *

Mar 08 | Apr08 | May 08| Jun08 | Jul 08 Type of loan Mar 08 | Apr08 | May 08 | Jun08 | Jul 08
MO 31,107 | 31,446 | 34,358 | 35,754 | 37,072 Loans to enterprises
M1 74,014 | 75542 | 75,551 | 76,394 | 76,251 and individuals 248,929 | 252,573 | 253,359 | 256,891 | 258,344
- Currency outside banks 9,585 9,752 9,979 10,136 10,211 - Short-term ** 18,014 17,776 15,940 17,765 17,619
- Demand deposits 64,429 | 65790 | 65571 | 66,258 | 66,040 - Long-term ** 230,568 | 234,446 | 236,912 | 238,675 | 240,413
M2 121,836 | 125,254 | 126,153 | 124,867 | 124,669
- Time deposits 47,822 49,713 50,602 48,473 48,418 Loans to the state, net 3,371 3,341 3,420 3,472 3,518
- Foreign currency dep. 18,420 18,736 19,301 18,245 17,609 *) Loan stock by the end of period.

MO encompasses Estonian currency emitted by Eesti Pank and money on accounts held with it.
M1 encompasses currency outside banks as well as demand deposits.
M2 encompasses M1 as well as time and savings deposits.

Source: Estonia's central bank, Eesti Pank.

INFLATION

Inflation year-on-year

*4)

Source: Estonia's central bank, Eesti Pank.

INTEREST RATES

Short-term loans are up to 1 year, long-term loans exceed 1 year.

Average weighted annual interest rates on credits

12% Term/ currency | Feb 08 | Mar 08 | Apr 08 | May 08 | Jun 08 | Jul 08
1% # Short-term (EEK) 8.77% | 11.33% | 11.69% | 14.44% | 14.09% | 12.67%
10% Short-term (USD) 450% | 535% | 5.04% | 4.85% | 5.59% | 4.24%
o / Short-term (EUR) 4.48% | 4.80% | 4.69% | 4.95% | 4.56% | 5.06%
80/0 / Long-term (EEK) 12.00% | 13.15% | 11.59% | 14.51% | 14.42% | 17.90%
° / Long-term (USD) 6.04% | 4.09% | 566% | 4.43% | 6.76% | 4.97%
7% I Long-term (EUR) 5.95% | 5.83% | 5.87% | 6.03% | 6.10% | 6.32%
6% Av Note: Short-term credits — up to 12 months, long-term credits — over 12 months.
50/0 #
4% .
30/0 ~ Tallinn Inter Bank Offered Rate (TALIBOR)
0
S § § % % 'C\; S 'i '§ % 8 8; 8 1 month 3 months 6 months 9 months | 12 months
=8 @ <] < © = <} < o ) =8
L s s - B E 5.88% 6.32% 6.70% 6.78% 6.82%
Source: Estonia's statistical office, Eesti Statistika. Source: Estonia's central bank, Eesti Pank, as of 3 September 2008.
CONSUMER PRICE INDEX
Consumer price index 100 = current 12 months
Jan 2005 | Jan 2006 | Jan 2007 | Jan 2008 | | Feb 2008 | Mar 2008 | Apr 2008 | May 2008 | Jun 2008 | Jul 2008
Food 106.6 103.0 107.9 116.1 171 116.7 117.6 118.9 118.3 116.8
Beverages and tobacco 104.6 102.0 104.1 108.8 109.4 108.0 108.6 108.2 108.5 113.3
Clothing and footwear 99.7 103.3 101.7 104.6 104.5 105.3 105.2 104.3 104.1 101.9
Housing 105.1 108.7 114.6 115.8 115.2 114.9 117.4 117.0 117.5 1141
Transport 109.0 110.5 100.1 114.3 114.0 113.7 113.5 112.6 114.7 115.0
Communications 93.0 100.3 94.8 99.1 99.2 99.1 99.3 99.2 99.2 99.3
Gross consumer price index 104.2 104.6 105.1 111.0 111.3 110.9 111.4 111.3 111.4 1111
Inflation year-on-year 4.2% 4.6% 5.1% 11.0% 11.3% 10.9% 11.4% 11.3% 11.4% 11.1%
Consumer price index 100 = previous month
Oct 2007 | Nov 2007 | Dec 2007 | Jan 2008 | Feb 2008 | Mar 2008 | Apr 2008 | May 2008 | Jun 2008 | Jul 2008
Food 101.0 103.2 101.0 102.5 100.5 100.9 102.0 100.9 99.8 100.0
Beverages and tobacco 103.9 100.3 100.1 104.4 100.8 100.1 100.9 100.0 100.4 105.0
Clothing and footwear 101.3 101.0 100.5 96.6 100.5 101.4 100.4 99.9 100.1 97.1
Housing 100.9 100.4 101.2 103.7 100.2 99.9 102.2 100.3 100.7 101.5
Transport 99.3 102.5 101.1 104.6 99.7 102.1 100.3 101.6 102.7 100.7
Communications 100.0 100.0 100.0 99.5 99.9 100.0 100.0 99.9 99.9 100.0
Gross consumer price index 101.0 101.4 100.7 102.2 100.4 100.8 101.0 100.6 100.6 100.7
Inflation month-on-month 1.0% 1.4% 0.7% 2.2% 0.4% 0.8% 1.0% 0.6% 0.6% 0.7%

Source: Estonia's statistical office, Eesti Statistika.
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CURRENCY

Exchange rates 2 Sep 2008

Nordic currencies against EEK

EUR and USD against EEK

Estonia's
— EUR usb
Hansapank National DKK NOkK SEK
bank 220 16,00
Buying | Selling Average 2,15 ::'gg
100USD | 1,060.15 1,091.60 1,079.00 210 14,50
100EUR | 1,557.00 1,569.90 1,564.66 205 — 14,00
100 GBP | 1,900.65 1,946.90 |  1,926.34 2,00 54 :;gg
100 CHF 962.95 98135 971.72 195 —— MgV W g T g 1250
100DKK | 208.25  211.05 209.86 1,90 12.00
100 SEK 163.85  166.85 165.53 1,85 1150
100NOK | 193.60  197.45 195.73 1,80 11,00
100 LVL | 2,204.60 2,246.75 2,223.14 1,75 10,50
100 LTL 45155  456.15 453.16 1,70 M 10,00
100 RUR 42.71 44.85 43.48 1,65 9,50
100PLN | 46310  477.90 466.32 1,60 $585c588888388383
100AUD | 88545  913.85 899.08 5555388888883 s es L2 ERESSER
100CAD | 990.90 1,021.95 1,068.10 §E8EEESERESEES e re=E®e®~8 ¥
© @ N © 2 ® © I @ < ~
100 JpY 3.76 10.03 9.94 - 2 < Source: Estonia's central bank, Eesti Pank.
STOCK EXCHANGE
Tallinn Stock Exchange OMXT closing index the last three months
Main list Price Change Change 620
(in alphabetic order) 2 Sept 08 20 Aug 08  end of 2007 600
2 Baltika 35.83 +11% -41% 580 C
N Eesti Telekom 104.36 - 1% - 14% 560 A
2 Harju Elekter 44.44 +5% - 16% 540
2 Merko Ehitus* 125.17 +18% -38% \
2 Norma 88.56 +6% +13% 520 \
2 Olympic EG 32.23 +14% -41% 500
A Tallinna Kaubamaja 95.44 +10% -22% 480 V
A Tallinna Vesi 164.29 -3% -19% YT ¥ YRR YR YRR R IR IR
2 Tallink 10.17 +16% -38% S £ 55 5§ =333 33%2%92%2°292¢%
: S S e g g~NwT=e g g b EEEY
A OMXT closing index 560.67 +6% - 24% -

*) Split into two companies, Merko Ehitus and Jarvevana in July.
Source: Tallinn Stock Exchange, Tallinna Vaartpaberibérs.

RETAIL PRICES

Note: OMXT index shows changes in the prices of shares listed in the main and secondary lists.
The base value of OMXT is 100 and the base date is 3 June 1996.

RETAIL TRADE

Average retail prices (EEK per kg)

Retail trade development at current prices

Index, 12 |Index, prev. . Mar Apr May Jun
Jun 08 | May 08| Jun 07| 1 onths * | month ** Period 2008 | 2008 | 2008 | 2008
Potatoes 8.66 8.82 10.29 84.1 98.2 ;
Rye bread 26.47 26,30 096 1307 1007 Turnover in EEK m 4,500 4,600 4,800 4,800
White bread 27.74 27.44 21.56 128.7 101.1 Index 100 = previous month 96 101 104 97
Pork (W!thout bOneS) 86.84 83.52 78.00 113 104.0 Indeks 100 = same mon. prev. year 96 100 97 93
Beef (without bones) 119.17 | 120.26 92.20 129.3 99.1
Milk (2,5%) 1 litre 11.26 11.59 7.64 147.3 97.2 Year 2004 2005 2006 2007
Eggs, 1 piece 242 2.46 1.81 143.3 96.5
Butter 96.04 99.01 72.10 133.2 97.0 ,
T EEK 39,218 44,067 54,200 64,932
Chicken 5025 | 5139 | 4345 | 1156 978 HnoverinEER M ' ' ' ’
Tomatoes (imported) 24.41 28.02 22.21 109.9 87.1 Index 100 = previous turnover 115 112 123 120
Cucumbers (imported) 26.97 23.14 28.53 116.5 94.5 — — - —
Cucumbers (Estonian) 43.79 64.39 2556 1714 63.3 Source: Estonia's statistical office, Eesti Statistika.

*) Index 100 = the same month the year before  **) Index 100 = previous month
Source: Estonian Institute of Economic Research, Eesti Konjunktuuriinstituut (KI).
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INDUSTRIAL OUTPUT
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On monthlv basis Jan Feb | Mar | Apr | May | Jun Jul
y 2008 | 2008 | 2008 | 2008 | 2008 | 2008 | 2008 Newsletters to professionals
Index 100 = Previous month 103.6 | 101.8 | 947 | 1050 | 952 | 101.6 | 100.3 doing business in
Index 100 = Same month previous year | 104.1 | 103.6 95.1 99.8 93.3 95.3 97.3 Eastern Europe & China
Year 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007
Index 100 = Previous year 1082 | 1110 | 110.5 | 110.9 | 107.0 | 107.0 | 106.1 NORTHROUP NEWSLETTERS

Bredgade 25D
DK-1260 Copenhagen K
phone: +45 3333 07 20
telefax: +4533 33 07 91

e-mail: contact@news2biz.com
homepage: www.news2biz.com

Note: Industrial output equals industrial production.
Source: Estonia’s statistical office, Eesti Statistika.

PRODUCER PRICES

On monthly basis Jan Feb | Mar | Apr | May | Jun Jul
v 2008 | 2008 | 2008 | 2008 | 2008 | 2008 | 2008
Index 100 = Previous month 101.3 | 100.7 | 100.1 100.7 | 100.2 | 100.4 | 100.8 .
Index 100 = Same month previous year | 108.3 | 108.3 | 108.0 | 107.3 | 107.2 | 107.5 | 107.8 news2biz POLAND
Year 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 news2biz LITHUANIA
Index 100 = Previous year 104.4 | 1004 | 1002 | 1029 | 102.1 | 104.5 | 108.7 news2biz LATVIA
Note: Producer prices are prices of industrial goods excluding VAT and other taxes. news2biz ESTONIA
Source: Estonia’s statistical office, Festi Statistika. news2biz CHINA
GDP Published on-line every 2 weeks
in English, Swedish and Danish.
_ Real growth | GDP in EEK m GDP per CA **** Investments, companies, market
Period year onyear | current prices | capitain EEK | in % of GDP trends, key figures. Independent
2nd quarter 2008 - 1.4% n/a n/a n/a news research since 1991.
1th quarter 2008*** +0.1% n/a n/a n/a On-site iournalists in Warsaw
4th quarter 2007 +4.8% 65,737 n/a -14.5% Vilni R]' Talli d Beiii !
3rd quarter 2007 +6.4% 61,700 n/a -6.3% linius, Riga, lallinn and beljing.
2nd quarter 2007 +7.6% 60,945 n/a -14.0% Main editorial staff in Copenhagen.
1st quarter 2007 +10.1% 53,000 n/a -23.2%
4th quarter 2006 +11.0% 40,941 n/a -14.8%
3rd quarter 2006 +11.1% 40,143 n/a -12.8%
2nd quarter 2006 +11.2% 39,072 n/a -12.3% Publisher
1st quarter 2006 +11.4% 37,992 n/a -13.9%
4th quarter 2005 +11.0% 36,818 n/a -10.4% J_oﬂn Bo NOE‘_hrO“p
2009 * +3.0% na n/a n/a john@news2biz.com
2008 ** -1.0% n/a n/a n/a .
2007 +7.1% 243,252 181,450 -17.4% Newsdesk Estonia
2006 +11.4% 204,623 152,172 - 15.5% Aivar Oepa
*) Forecast by Eesti Pank, April 2008. **) Forecast by Danske Bank, August 2008. ***) To be adjusted in September estonia@news2biz.com
according to new statistical method ****) Current Account. Note: GDP at current prices.
Source: Estonia's central bank, Eesti Pank. Staff and translators
Aleksander Slaw, Ulla Hinge
CURRENT ACCOUNT Peter Kyhn, Marie Friis Kelstrup
Stefan Gehander
(excerpts shown in EEK m) 2005 2006 2007 May 2008 | Jun 2008 Customer Service
Tradg balance - 24,045 -36,723 -41,279 -2,106 -2,503 Andrejs Visockis
Senvices 12,968 12,698 15,060 1388 1,543 customer@news2biz.com
Direct investments, net 27,336 7,275 10,830 2,536 - 1,313
Current account balgncg -17,372 - 34,303 - 43,164 -2,154 - 2,392 Subscription prices e-access
Current account deficit in % of GDP -9.9% - 16.6% -17.7% n/a n/a

- ) 3 months (5 issues) EUR 250
Source: Estonia's central bank, Eesti Pank. 6 months (1 0 iSSUGS) EUR 440

12 months (20 issues) EUR 750
FOREIGN DIRECT INVESTMENT

This edition completed

3 September 2008
Net and stock in EEK m 2006 IstQ | 2ndQ | 3rdQ | 4thQ | 1thQ
2007 2007 2007 2007 2008 . .
Next issue on-line
Foreign direct investment, net * -15,658 1,655 1,400 1,796 854 2,095 b
Foreign direct investment stock 151,148 | 156,668 | 165544 | 171,960 | 177,311 | 183,770 17 September 2008
*) Foreign direct investments in Estonia minus Estonian investments abroad. www.news2biz.com/estonia/uk/

Source: Estonia’s central bank, Eesti Pank.
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