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Esteemed Speakers, Ladies and Gentlemen,

First of all, a word of thanks to the organizers of this conference, both for the
excellent organization of the event as well as its timeliness. The Southeastern European
Region in general, in particular the area around the Black Sea, has grown in significance
over the last few years, and it is gratifying to see the increase in interest and to have the
opportunity to discuss issues of importance for the region, and for Europe as a whole.

Let me begin with a brief overview of my area of focus, the Black Sea, which I
define as the region comprising the Member States of my institution, the Black Sea
Trade and Development Bank. It is a diverse region and the countries possess differing
economic structures which, if anything, are diverging. The region contains resource rich
countries including major energy exporters; it contains smaller developing economies
which are generally resource poor and economically less advanced, and dependent on
external transfers; and it contains relatively diversified economies with a solid
industrial base, robust services, and growing levels of sophistication.

Among the latter, of course, I put Turkey first and foremost. Its tremendous
progress over the last few years has only belatedly been acknowledged by Fitch, one of
the three main credit rating agencies which recently upgraded its rating of Turkey to
investment grade status. Markets, of course, effectively ‘upgraded’ Turkey a long time
ago, as its credit default swaps are significantly lower than those of countries with
higher credit ratings.

Diversity of structure does not mean diversity of performance; most of the
countries of the Black Sea region recovered swiftly from a sharp economic downturn in
2009 that followed from the global financial crisis of late 2008. Indeed, on average, real
annual GDP growth reached 4.3% in 2010 and 4.1% in 2011. We expect it to drop a bit in
2012 to 2.6%, as a consequence of the more general slowdown observed in the global
economy. In particular, the protracted sluggishness of the European Union, which
represents the principal trade partner and source of foreign direct investment (FDI) and
financing for the region.

It is a testament to the resilience of the Black Sea region, that despite the
uncertainty emanating from the Eurozone crisis, most of our countries have not only
posted positive growth but also maintain solid underlying macroeconomic indicators,
with low inflation, declining fiscal deficits and prudent public debt levels.

Nevertheless, there are challenges also. The region remains vulnerable to
exogenous shocks in the availability and price of energy and other commodities; more
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structural reforms are needed to liberalize markets further, increase competition, and
improve efficiency; the existing state of infrastructure is poor, and a potential bottleneck
for growth; and fiscal capacity remains limited, and investment levels as a whole are
down due to the general global sluggishness and uncertainty.

I do not need to remind you that uncertainty is the enemy of investment. When
firms are unsure about taxes and regulations, about levels and types of risk, about
government commitments, or about availability and price of funding, investment
opportunities are deferred, stalled, or cancelled.

In the Black Sea region, significant progress has been achieved in enhancing local
business environments with many countries qualifying as top reformers in respected
analyses such as the World Bank’s Doing Business. Operating costs remain low, skill
quality high, and competitiveness has improved.

However, the global financial crisis has rendered the buoyant financing of the
previous decade a distant memory, limiting levels of financing, creating availability
concerns and resulting in much higher costs for firms.

Here is where international financial institutions (IFIs), such as the Black Sea
Trade and Development Bank, can play a critical catalytic role. We are the sole wholly
locally owned international financial institution dedicated to the Black Sea region, with
a mandate to promote economic development and regional cooperation. Since we
initiated activities in 1999, banks and firms active around the Black Sea have found
great value in the ability of our Bank to provide (i) long term financing, (ii) country risk
mitigation, (iii) networking benefits, (iv) access to broader resource mobilization, and
(v) an upgrade in profile from working with an IFI.

We have followed a strategy of managed growth with an emphasis on quality,
responsiveness to customers and adaptability. As a result, we have been consistently
profitable after our first formative years and we have received credit ratings of A from
Standard and Poor’s and A3 from Moody’s, higher than the ratings of all of our
shareholder countries, and about six notches higher than the average for our region.
This in turn permits us to access financing on better terms than most banks and firms in
the Black Sea region, and then to pass own our savings to clients for terms which permit
investments to develop and generate strong returns.

While we are younger and thus smaller than other IFIs active in the Black Sea
region, our portfolio has grown to € 800m and we project steady annual growth of 7-
10% in coming years. We expect the sophistication of firms in the region to continue to
grow, and as such we have broadened the array of financial products we offer,
providing longer time horizons and accommodating more complicated structures. In
addition, we are expanding our outreach to so-called ‘second tier’ firms - less well
established or known firms- possibly outside major urban areas or with a smaller track
record- but which show growth promise, management quality, and vision. We also seek
to increase our outreach to public and quasi-public sector entities, including utilities,
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municipalities and regional authorities, as well as public private partnerships and other
types of concessions.

We are highly optimistic about the prospects of the Black Sea region, and we
believe that a very diverse range of investors will find this region increasingly
intriguing in coming years. Where financing limitations and country risk concerns
represent key constraints to the undertaking of economic activities, we will be there to
play a catalytic role, and help realize the economic activity so necessary for sustained
development and growth.

Thank you


