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Time to get serious: President Valdis Zatlers on the eve of his announcement 
about the dissolution of the Parliament. Photo: President's Chancery 
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EDITOR'S COMMENT 

 
HISTORY IN THE MAKING 
God bless Latvia.  
We will need it 
When Valdis Zatlers got elected as 
the President of Latvia back in 2007, 
nobody really thought much of him. 
Latvia had just seen the brilliant 
double-term presidency of Vaira 
Vike-Freiberga, the charming and 
quick-witted university professor 
who spoke four foreign languages. 
In comparison, Zatlers seemed like a 
nobody with a bad haircut and a pet 
rabbit. The only thing he had going 
for him was his profession: before 
the election, he was one of the lead-
ing Latvian surgeons and a widely 
respected authority in his field. But 
even that was soon mired by Zatlers' 
own admission that he used to take 
money from his thankful patients af-
ter a successful treatment. 

And then there was the whole is-
sue of his election. Heavily pro-
moted by Tautas Partija, the brain-
child of Latvian oligarch Andris 
Skele, he was widely seen – and, no 
doubt, planned – as just a puppet 
who would cement Tautas Partija's 
power in Latvia. Back then, the party 
controlled both the government and 
the Parliament, so it could write its 
own laws and pass them, too. The 
only thing they needed was an obe-
dient president to sign these laws. 

To top it all off, Zatlers obviously 
did not know how to handle all the 
media attention that was suddenly 
coming his way, and his goofy re-

plies to simple questions soon be-
came modern folklore. 

But Zatlers soon proved that he 
is able to learn from his mistakes. It 
soon became evident that he is not 
willing to be Tautas Partija's puppet, 
even going so far as to openly criti-
cise it. It was also evident that he is 
trying hard to be a more active 
player in the Latvian politics, coming 
up with nation-wide addresses and 
issuing ultimatums to Saeima and 
government. And, although he is not 
and will never be as outspoken as 
his silver-tongued predecessor, he 
has learned to deliver his speeches 
with enough confidence and without 
much stuttering. 

 

 
28 August, 1987: surgeon Valdis 
Zatlers is leading his patient to 
surgery. 28 May, 2011: President 
Valdis Zatlers is leading Latvia to 
new Saeima elections.  
Photo: Sergejs Kivrins, vienadiena.lv 

 
At least so it seemed until the 

late evening of 28 May. Standing in 
front of a nation glued to its TV sets, 
Zatlers looked visibly shaken and 
nervous, mispronouncing words and 
adding awkward pauses. And little 

wonder, as this very minute he was 
making history: Zatlers now is the 
first President of Latvia in the entire 
history of the country to propose the 
dissolution of Saeima.  

The announcement came as a 
huge shock. It is not that it was un-
expected: ever since Zatlers an-
nounced that he will address the na-
tion on Saturday evening, people 
speculated that this is exactly what 
he is going to talk about. It isn't an 
unwelcome development, either: 
people have urged Zatlers to dismiss 
the Saeima on several occasions. 
But, all the speculation notwith-
standing, few really believed that 
Zatlers would actually do it – most 
people simply assumed that he will 
not have the guts. 

 Within minutes, the news be-
came the main – in fact, almost the 
only – talk of the town, and every-
body now has their favourite theory. 
Some say that Zatlers' move will not 
accomplish anything. Some even 
suggest that it will make things 
worse. Some maintain that Zatlers is 
just trying to earn his place in the 
history books, and some suggest that 
it is a cunning scheme to grab 
power. 

But there is another, simpler ex-
planation. It may indeed be that Zat-
lers, just like most Latvian citizens, 
simply has had enough. Yes, the de-
cision may be an overly emotional 
one – but it may well be long over-
due, too. 

There is one thing, however, that 
everybody can agree to. Zatlers in-
deed has changed tremendously 

since his election four years ago. The 
Latvian kleptocrats have miscalcu-
lated badly: instead of an obedient 
puppet, they have gotten someone 
who has his own plans and ideas. 

But probably deep down inside, 
Zatlers has not changed at all. 
Probably he still is the surgeon who, 
having diagnosed the ailing patient, 
now is ready to proceed to the treat-
ment – pick up the knife and make a 
swift and steady cut. 

We can only hope that the treat-
ment will work. 

 
Didzis Veinbergs, editor 
news2biz LATVIA 

 
 

MANUFACTURING 

 
TAKEOVERS 
Latvijas Finieris buys a 
bankrupt Estonian producer 
Latvian plywood manufacturer Lat-
vijas Finieris has set out to revive the 
Estonian plywood industry. It has es-
tablished an Estonian subsidiary Ko-
hila Vineer, which has taken over 
the remaining assets of the bankrupt 
Kohila birch processing plant. The 
plant closed its doors in 2008, and 
until now its assets were owned by 
SEB Liising, the leasing arm of 
Swedish SEB banking group. 

"The goal of the acquisition is to 
resume the activities of the factory 
at a new level," says Jolanta Medne, 
spokesperson for Latvijas Finieris, in 
the company's statement. "The fac-
tory will be subject to reconstruction 
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in order to meet the latest technol-
ogy standards. Total investments in 
3 years will reach EUR 17m." 

 

Mutually beneficial 
Latvijas Finieris stresses that both 
sides benefit from the deal. For one, 
the plant will create about 70 jobs in 
the next three years, helping allevi-
ate Kohila's unemployment problem. 

The plant will also benefit the Es-
tonian forest owners – and Estonia's 
export structure. Instead of simply 
selling timber, the plant will allow 
converting it to plywood, which, as 
Medne notes, "is a very competitive 
product in the world market." 

As to Latvijas Finieris, the new 
plant will be its first foray in Estonia. 
It already owns five plants in Latvia 
and one in Lithuania. It is no won-
der that the company is buying a 
birch processing plant: birch ply-
wood is a specialty of Latvijas Fini-
eris, and it claims to be the largest 
birch plywood manufacturer in the 
world. 

The takeover marks quite a 
change from previous years, when 
Latvijas Finieris, faced with a shrink-
ing market, was forced to lay off 
workers in Latvia and cut down its 
operations (see no 270 page 3).  

Previously, Latvijas Finieris itself 
was the subject of a failed takeover 
attempt. Russian plywood giant 
Sveza tried purchasing its shares 
through a public offer to the com-
pany's shareholders (see no 303 
page 2). The attempt was unsuccess-

ful, and Sveza seems to have shelved 
its plans. 
We have talked to 

Jolanta Medne jolanta.medne@fineris.lv  

Tel + 371 29 372 440 (mobile) 

 
 

FINANCE 

 
BORN AGAIN 
Aizkraukles launches new 
brand and strategy 
Latvian Aizkraukles Banka has 
changed its name and logo. Now it is 
known as ABLV Bank, and it says 
that the change is just the latest in 
the bank's change of focus. 

Since the government takeover of 
Parex banka, ABLV Bank is the larg-
est locally-owned bank in Latvia. 
During the economic boom years, it 
was an active player in the Latvian 
credit market. By the end of 2007 its 
loan portfolio stood at LVL 0.69bn, 
the sixth largest among Latvian 
banks. By Q1 2011, it had shrunk to 
LVL 0.57bn, the eighth largest 
among Latvian banks. 

As the Latvian credit market ob-
viously is not in the best possible 
shape, back in 2008 the bank de-
cided to reinvent itself as a private 
capital manager and financial con-
sulting provider. And, so far, it actu-
ally has been reaching its goals: its 
deposits stood at LVL 0.81bn by the 
end of 2007 and now the figure 
stands at LVL 1.3bn, second only to 
Swedbank. 

news2biz spoke to Ilmars Jar-
gans, head of corporate communica-

tions for ABLV, who promised a 
more detailed look at the bank's new 
business strategy and rebranding for 
the next issue of news2biz. So far, 
the bank has pointed out that the 
new brand will help the bank com-
pete in foreign markets, which are 
becoming increasingly more impor-
tant for the bank. 

The new brand was created in 
close co-operation with the British 
branding agency The Brand Union, 
which has previously worked with 
banks such as Credit Suisse, Bank of 
America and HSBC. The bank would 
not reveal how much it paid for the 
rebranding. 

 

 
A new brand for a new bank: ABLV 
Bank says it has reinvented itself 
as a private capital manager.  
Picture: ABLV Bank 

 
This is not the first time ABLV 

undergoes a high-profile rebranding. 
In 2002, it announced a new brand 
created by Moscow-based Art. Lebe-
dev Studio, one of the leading web 
design studios in Russia. The studio 
also introduced a shorter name for 

the bank: AB.LV, which, with a few 
changes, is the new name of the 
bank. 
We have talked to 

Ilmars Jargans ilmars.jargans@ablv.com 

Tel + 371 28 660 009 (mobile) 

 

NEW BANK STOCK? 
Swedbank mulls listing  
on Baltic exchanges 
Swedish Swedbank for whom the 
Baltics is an important part of its 
home market and that in turn is 
equally important for the Baltic 
economies where it is the biggest 
banking group, mulls extending its 
listing from Stockholm to the three 
Baltic exchanges. 

news2biz has turned for com-
ment to Per Aspegren, head of large 
corporates and institutions at Swed-
bank's Baltic division. 

 
▶ What could be Swedbank's mo-
tives for such a move?  

The main motive for such a move 
would be to show our commitment 
to participate in developing the do-
mestic capital markets in the Baltic 
countries. Also, for us, the Baltic 
countries are our home markets as 
well as Sweden. 

 
▶ How would the bank's sharehold-
ers benefit from it?  

It would be somewhat easier for 
Baltic investors of Swedbank shares 
as they will be quoted in EUR. 
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▶ If Swedbank decides to list in the 
Baltics, will it be all three exchanges 
or just some of them?  

We have not decided yet, but we 
are looking for the Baltic Main list. 
Administrative, legal, technical, and 
economical issues will determine if 
formal listing will be on one or more 
exchanges. 

 
▶ When will the final decision re-
garding the listing be made?  

I cannot be more specific at this 
point but we are aiming for the sec-
ond half of 2011. 
 

No Latvian banks are currently 
listed on NASDAQ OMX Riga stock 
exchange. The last Latvian bank to 
be publicly traded – Latvijas Kra-
jbanka – announced its withdrawal 
earlier this year (see no 308 page 4). 
We have talked to 

Per Aspegren per.aspegren@swedbank.se  

Tel + 46 70 321 3995 (PR) 

 
 

FOOD & AGRICULTURE 

 
MILK 
Rigas Piena Kombinats 
attracts large investments 
Latvian dairy processor Rigas Piena 
Kombinats (RPK) has just attracted a 
very serious investment: Russian in-
vestor and billionaire Andrey Besk-
hmelnitsky has increased its capital 
by EUR 14.9m. 

Beskhmelnitsky previously was 
the chairman of Russian dairy proc-
essor Unimilk, which merged with 

the French dairy giant Danone in 
2010. He now holds a place in the 
new company's board of directors. 

The company, however, is reluc-
tant to provide any additional de-
tails, for example, the new share-
holder structure of RPK.  

When talking about the reason-
ing behind the generous investment, 
RPK remains just as elusive.  

"RPK has been the leader of Lat-
vian milk processing industry for 
years," says Irena Berzina, spokes-
person for RPK, to news2biz. "Our 
company has always had a stable, 
economically sound strategy both in 
the local and the export market. Fi-
nancial investors tend to prefer 
companies with clear plans and good 
future prospects, which is something 
that we have." 

Considering the company's new 
investor, it seems that at least some 
of its "clear future plans" are con-
nected with Russia. Indeed, says 
Berzina: "The investments will allow 
us to purchase new equipment and 
introduce new technologies, which 
in turn will give us new opportuni-
ties in the Latvian, Russian and 
European markets."  

Russia, along with other CIS 
countries, already is a strong export 
market for RPK. 

RPK has more than 600 share-
holders, including farmers who sup-
ply its raw material, other compa-
nies and local governments. 

Its 2010 turnover reached LVL 
53.5m, a 28.6% increase from 2009. 
However, 2010 also brought LVL 
1.45m in losses. The company ex-

plains the loss with the fluctuations 
in the prices of raw materials and 
finished products. 
We have talked to 

Irena Berzina irena.berzina@rpk.lv  

Tel: +371 26 521 095 (mobile) 

 
 

PROPERTY & 

CONSTRUCTION 

 
PROPERTY 
DTZ steps into the Baltics 
via Estonia's BPE 
DTZ, the London-listed international 
property advisor, has teamed up 
with Estonian Baltic Property Expert. 
The exclusive cooperation agree-
ment has turned BPE into a DTZ af-
filiate company under the name DTZ 
Baltics from April 20. DTZ Baltics, 
which has 50 staff in the three Baltic 
countries, with four offices in Esto-
nia and one each in the capitals of 
Latvia and Lithuania. 

"BPE fundamentally offers much 
of the same services that DTZ does. 
Compared to the Nordic countries, 
they are larger in administration, but 
in general we should be able to co-
operate in all business areas," says 
Agneta Jacobsson, CEO of DTZ Swe-
den, which has been running the 
Baltic expansion drive on behalf of 
DTZ, to news2biz. 

Will there be any new services 
added to BPE's offering? "We have 
not discussed that as our activities 
are relatively similar but as usual 
when units cooperate it will lead to 

an exchange of experience that will 
make both companies better for our 
clients," notes Jacobsson. 

 
Agneta Jacobsson: the time 
was right to enter 

 
 
 
 
 Agneta  
 Jacobsson,  
 head of DTZ  
 Sweden.  

 Photo: DTZ 
 

The three Baltic countries are rather 
small when you look at them sepa-
rately, but the activity rate on the 
real estate market is high. The inter-
est in the countries not least from 
Nordic investors and banks, etc., is 
high. The property and real estate 
could in many ways be considered a 
part of the Nordic property market, 
but there is also interest from Cen-
tral Europe, e.g., Poland.  

It is important for a company 
such as DTZ to be active in such 
market and have a strong local rep-
resentation. The Baltic countries 
have in many ways emerged success-
fully from the crisis so the time is 
right. 

The initial contact was many 
years ago when DTZ Sweden needed 
a local partner to carry out an as-
signment. This was more than 5 
years ago. 

The most important thing for 
DTZ is to have a professional and 
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well-situated company in place 
which can serve both local and in-
ternational clients in the best way 
possible. We have had a good coop-
eration with BPE for a long time and 
the ideas that we could do some-
thing together have been there for a 
long time. 

One can say that the crisis 
stopped the process and our focus 
was directed at other matters than 
getting more DTZ branded compa-
nies. The cooperation, however, con-
tinued, on an assignment basis and 
during the last years we have carried 
out a number of joint projects, not 
least as far as evaluations and trans-
actions are concerned. 

 
BPE has four offices in Estonia 

and one in Latvia and Lithuania, re-
spectively. "Any increase will be 
driven by demand and clients. DTZ 
Baltic is, relatively speaking, larger 
in Estonia than in the other Baltic 
states. I think this reflects demands 
up until today relatively well," says 
Jacobsson. 

DTZ is one of the world's leading 
property advisors with more than 
10,000 staff in 148 offices in 43 
countries including Europe, Asia, the 
Americas and the Pacific. DTZ was 
listed on the LSE in 1987 and en-
tered Sweden in 1995 where it has a 
staff of 80. 
We have talked to 

Agneta Jacobsson agneta.jacobsson@dtz.com 

Tel: +46 8671 3455 (direct) 

 

ROAD CONSTRUCTION 
Dutch expat brings sec0nd-
hand asphalt to Baltics 
What do you do if you have a boom-
ing business in Dubai – only to see it 
hit hard by the recession? Dutch ex-
pat Piet Duivenvoorde has a some-
what unusual answer: sell it and 
start a new business in Latvia. And, 
even though he started in the very 
height of recession, his business is 
now picking up speed. 

Duivenvoorde's business is 
somewhat unusual, too. His com-
pany BME Trading brings second-
hand asphalt from the Netherlands 
to the Baltics, selling it as a cheap 
construction material. 

 
From sand 
to asphalt 
on the 
cheap: BME 
Trading 
offers 
recycled 
road 
construction 
materials. 
Photo: Erik Prozes, 

Äripäev 
 

 
"The Netherlands is upgrading its 

roads to a new material: open as-
phalt concrete," says Duivenvoorde 
to news2biz. "When it rains, the wa-
ter goes out between the stones, so 
when you drive on it, it is not slip-
pery. To put on the new material, 
they have to take off the old one. Or, 

when they repair the roads, they still 
have to remove the surface. This is 
what we buy and later re-sell in the 
Baltics." 

"Normally, road construction ma-
terials cost about seven to ten euros 
per metric ton," he says. "We have a 
price from two euros a metric ton, so 
customers are very interested to buy 
our material – it is very cheap, but 
the quality is comparable to what 
Latvia has here." 

The asphalt is brought to the Bal-
tics by ship, and, given the weight 
and the bulky nature of the material, 
Duivenvoorde points out that there 
is really no other way how to do it. 
"I work with shipping companies 
who bring cargo from the Baltics to 
the Netherlands. Now, they do not 
go back empty; they carry the as-
phalt. This way, it is really cheap to 
bring the material here, so we can 
sell it at a low price." 

 

Empty niche 
The company entered the Baltic 
market in the peak of recession, 
back in 2009. 

"When I came to Riga and talked 
to a businessman who wanted to sell 
his port, I saw that it is simply a 
sand construction, with no concrete 
covering," explains Duivenvoorde. 
"So I asked: do you want to sell this 
sand construction? He replied: yeah, 
it just costs too much to cover it. I 
remembered that there is this mate-
rial in Holland, so I started acting on 
it. It took me nine months to get all 

licences – both from the Dutch gov-
ernment and the Latvian." 

There have been numerous hor-
ror tales about the perils of Latvian 
bureaucracy, but Duivenvoorde says 
that his experience has been pretty 
straight-forward. "I had very good 
experience with the state institu-
tions. We informed them what we 
plan to do, which European rule cov-
ers it and also explained that this 
material is licenced for use within 
the European Union. As Latvia is 
bound by the same regulations, eve-
rything was really done for them. All 
I really needed was just some stamps 
and a licence." 

After the initial paperwork and 
the first site, Duivenvoorde claims, 
the business really took off. "When 
we had finished our first project, 
people saw it and asked – where did 
you get this material? Our clients re-
ferred them to us, and that is how 
the word spread." 

BME Trading's other projects in-
clude the Port of Salacgriva, which 
bought some 50,000 tonnes of the 
material. The new covering has sig-
nificantly improved the port's stor-
age facilities, and, seeing the results, 
the Salacgriva municipality has de-
cided to use the material on some of 
its roads. 

Of course, the business idea 
sounds so lucrative that one just has 
to ask about competitors. Says 
Duivenvoorde: "Yes, I do have com-
petitors – and they are my previous 
clients. I first signed contracts with 
my clients, but then they went – be-
hind my back – to Holland, to meet 
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my supplier. There are some Latvian 
companies who now deal with the 
Dutch suppliers directly." 

"Now, I am a foreigner, so Latvi-
ans are more inclined to do business 
with other Latvians," he explains the 
peculiarities of the Latvian business 
environment. "On the other hand, 
they do not do everything by the 
book. I know the laws of Holland, 
they do not; this means that they 
can eventually be shut down." 

BME Trading sold about one mil-
lion tonnes of the material through-
out the Baltics in 2009. In 2010, the 
figure had risen to two million. So 
far in 2011, the sales reach 0.5m 
tonnes. 
We have talked to 

Piet Duivenvoorde piet@bmetrading.com 

Tel +371 22 840 409 (mobile) 

 
REAL ESTATE INVESTMENT 
Sweden's Niam ready for 
Baltics. Are Baltics ready? 
Sweden-based Niam, one of the 
leading real estate private equity in-
vestors in the Nordic and Baltic re-
gions, is building its fifth real estate 
fund, and this time it promises to 
pay due attention to the Baltic mar-
kets. 

In January, Niam Nordic V op-
portunistic real estate fund com-
pleted its first closing when it raised 
EUR 125m of capital from mainly 
North American and European insti-
tutional investors. Additional clos-
ings are planned for completion in 
the course of the year to reach the 
EUR 600m target. This will allow 

Niam Nordic V to acquire some EUR 
2.2bn worth of real estate assets, 
and make it one of the biggest op-
portunistic real estate funds in 
Europe. 

The fund's focus is on commer-
cial real estate in the Nordic and 
Baltic regions, including office, retail 
and logistics. But in the Baltics Niam 
sees certain obstacles for manoeu-
vring. 

"I am much more bullish than 
experts who predict that it will take 
8-11 years for the Baltic economies 
to recover to pre-crisis levels. Oth-
erwise I would not be here looking 
for deals," Urban Edenström, the 
main shareholder and chairman of 
Stronghold Group that owns Niam, 
told the 270-strong audience of a re-
cent annual Baltic real estate in-
vestment conference in Vilnius. 

On the other hand, he noted that 
Niam had EUR 300m on its hands to 
invest in the Baltic region compared 
to some EUR 50m worth of real es-
tate transactions that actually took 
place in 2010. 

"The problem is the product that 
you can buy. These are hard to find. 
We have a mandate to invest all the 
money we have in Lithuania, or in 
Sweden. So we try to figure out how 
we get the best return. I hope that 
with Niam V we will manage to do a 
lot of investment in the Baltics," he 
told the conference. 

news2biz asked Urban Eden-
ström to share his further insights on 
the Baltic market and regional in-
vestment plans but got a reply from 
Niam's CEO Johan Bergman that the 

company has "no concrete deals on-
going in the Baltics at present, and 
we have no specific plans with re-
gards to our Fund V." 

 

 
Niam's Urban Edenström: "The 
problem [with Baltic property in-
vestment] is the product that you 
can buy. These are hard to find." 

Photo: Verslo zinios, Judita Grigelyte 

 

Today Niam's only investment in 
the Baltics is Rimi Baltic food re-
tailer's 36,000 sq.m central distribu-
tion centre and head office in Riga 
that Niam Fund III purchased back 
in 2005. Although Niam then prom-
ised to inject some EUR 200m in the 
Baltic region during the next few 
years, it never went beyond the Riga 
acquisition. 

Apart from that Stronghold is 
represented in the Baltics by its 
property broking, management and 
consulting arm Newsec. 

We have talked to 

Johan Bergman johan.bergman@niam.se  

Tel +46 8 5175 85 95 (direct) 

 

STABILISING 
Linstow loses NOK 10m in 
2010, improvement on 2009 
Norway's Linstow property group, a 
long-time property investor in the 
Baltic countries, made a net loss of 
NOK 9.8m in 2010 on an NOK 660m 
turnover. The loss was heavily influ-
enced by a financial loss of NOK 
137m.  

Even though the NOK 9.8m pre-
tax loss in 2010 is a nuisance, it is 
still a whole lot better than the NOK 
578m loss in 2009 brought about by 
substantial write-offs on primarily 
Baltic properties. 

Linstow actually managed to 
make money on operations, NOK 
19m in 2010, against a whopping 
loss of NOK 312m in 2009. 

When you look at Linstow's 
rental revenue in 2010, it still 
shrunk by approximately 20% to 
NOK 154m compared to 2009.  

According to Linstow's CEO Per 
Mortensen, this trend has been bro-
ken and the market reached the bot-
tom in 2010. 

"We have seen somewhat grow-
ing rent figures in the Baltics in the 
first quarters of 2011 and we also 
expect occupancy and room rates in 
the hotels to increase, so we see an 
improvement, albeit an marginal 
one, in both the retail and the hotel 
business now," says Mr Mortensen to 
news2biz. 

But even though income levels 
are improving, Linstow is not hurry-
ing off to invest in the Baltic mar-
kets. 
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"The construction levels in the 

Baltics are very low right now and 
the market is still anticipating im-
provement. We have some projects 
in our portfolio that we have been 
considering for a long time, but in 
general we are anticipating together 
with the rest of the market. On the 
other hand, however, we are a long-
term player and we have no plans of 
exiting the Baltic market," Mr 
Mortensen adds. 

Linstow has been the leading 
property developer in Latvia since 
the late nineties – and remains so af-
ter closing its Reval hotel brand and 
setting out the operations of its ho-
tels to Carlson that operates them 
under the Radisson Blu and Park Inn 
brand names.  

Linstow owns three Radisson Blu 
hotels in Riga, the ESPA Riga spa, 
the Jacobs parking arcade as well as 
the shopping centres Galerija Centrs, 
Origo and Riga Retail Park and its 
Latvia-based subsidiary Linstow Cen-
ter Management manages the for-
merly owned malls Alfa, Mols and 
Dole, all in Riga. 

In Estonia, Linstow owns Radis-
son Blu Olümpia and Park Inn Cen-
tral Tallinn as well as the Ülemiste 
shopping centre, Estonia's second 
largest, next to the airport. In 
Lithuania, Linstow owns the Radis-
son Blu Hotel Lietuva as well as 
three Park Inn hotels, in Vilnius, 
Kaunas and Klaipeda. 

Linstow is 100% owned by the 
privately-owned investment com-
pany AWilhelmsen which has among 
other things invested in shipping 

and offshore, and partly owns the 
Royal Caribbean Cruise Lines and 
the Expert household electronics 
chain with outlets in Norway, Den-
mark, Sweden, Estonia and Finland. 
We have talked to 

Per Mortensen  pmo@linstow.no 

Tel: +47 92 83 80 70 (direct) 

 
 

RETAIL & SERVICE 

 
PUBLIC CATERING 
Undeterred by insolvency, 
Kirsons plans another chain 
Gunars Kirsons, the flamboyant 
owner of Latvian catering chain 
Lido, has fallen upon hard times (see 
no 302 page 6). Even though his ca-
tering business has reached the 
status of a national legend, his other 
business ventures – such as a factory 
producing pre-fab homes of ques-
tionable taste or Latvian skiing re-
sort with regular helicopter links to 
Riga – have proved a lot less suc-
cessful. In fact, they have been so 
unsuccessful that Kirsons himself 
was declared insolvent earlier this 
year.  

He may now lose his shares in 
numerous companies – including his 
labour of love Lido – as they are auc-
tioned off to pay back his debts. 

Undeterred, Kirsons has shown 
that he is a survivor. First, he has 
placed a number of lawyers and fi-
nancial consultants in the board of 
Lido, hoping that their expertise will 
help restore the company's solvency. 
Second, he has also announced that 

he is working to prevent the auction 
and work out another deal with his 
creditors. 

Finally, he has announced that 
he is planning to open a new cater-
ing/retail outlet chain. The first 
venue is slated to open in August, 
and Kirsons hopes that the chain 
would grow to 20-30 outlets in two 
years. 

According to Kirsons, the new 
outlet will be both a restaurant and 
a food market. Other than that, he 
has not elaborated what the differ-
ence between his new chain and 
Lido will be, instead preferring such 
vague comments as "the new outlet 
will focus on the people as its cli-
ents" (which, of course, begs the 
question just what else could consti-
tute a viable target audience). 

Unfortunately, news2biz's at-
tempts to contact Kirsons for a more 
detailed comment proved unsuccess-
ful. 

 
STATISTICS 

Y-o-y and m-o-m retail 
trade down in April 
It was to be expected: as the retail 
prices go up, salaries stay the same 
and unemployment is still well 
within double digits, it was only a 
matter of time until the small and 
unstable growth in Latvian retail 
turnover turns to a fall. The latest 
statistics data shows that this has fi-
nally happened: in April, retail is 
down 1.1% y-o-y and 1% m-o-m, 
seasonally adjusted.  

A month ago, the figures still 
stood at 1.3% growth y-o-y and 
0.6% growth m-o-m. 

 
Up and down again 
Changes in the Latvian retail turnover 
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The biggest contributor to the y-

o-y drop was fuel retail, which is 
down a staggering 15.1%. This, of 
course, is directly connected to the 
rising fuel prices, but this does not 
mean only that the recession-hit Lat-
vians are driving less: yet another 
explanation is the fact that fuel is 
enjoying a lively trade in the black 
market. 

The question remains whether 
the negative results are an isolated 
accident – or perhaps the Latvian re-
tail, having never really recovered 
from the first wave of the recession, 
is now facing another one. 
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IT & MEDIA 

 
BIRTHDAY GIFTS 
Manas Davanas: birthdays 
are our business 
A local team of web-savvy entrepre-
neurs has come up with a service 
that – come on, admit it – you wish 
you had when you were a kid. All 
you have to do is to sign up at their 
webpage at manasdavanas.lv (my-
gifts.lv) and, when your birthday 
comes, people will line up at your 
doorstep bearing gifts. Well, sort of – 
instead of "people", think "compa-
nies" and instead of "doorstep" think 
"e-mail". But the rest indeed is true: 
the service aims to bring together 
people who celebrate their birthdays 
with companies who would like to 
greet them with some sort of gift or 
discount. 

Moreover, in addition to their 
birthdays, most Latvians also cele-
brate their "namedays". Most Latvian 
names have their own day which 
people who bear that name cele-
brate much like a second birthday – 
complete with parties, guests and 
gifts. So the service – and the com-
panies – greets you twice a year. 
Sounds like a dream come true, 
right? 

 
Dreaming up a business 
The cliché is actually true in this 
case – quite literally. Janis Elsts, the 
founder of the service and the head 
of SIA Manas Davanas, a company 
created for this project, says that the 
idea indeed came to him in a dream. 

"I can even pinpoint when the 
idea was born: I had the dream on 
17 October," he says to news2biz. 
"When I woke up the next morning, 
the idea had already formed in my 
head. The first thing I did was to 
check which domain names suitable 
for this project were available. I 
found manasdavanas.lv and regis-
tered it immediately." The portal 
started working on 20 April. 

This does not mean that Elsts 
simply stumbled upon the idea. He 
has a six-year experience in market-
ing, focusing on mobile marketing, 
and manasdavanas.lv is just the lat-
est among the projects that he has. 

 

 
How about celebrating your birth-
day in a hot air balloon? Manasda-
vanas.lv provides many new ideas 
for a birthday with a twist.  
Picture: manasdavanas.lv 
 

"I thought it over for some time 
and, the more I thought about it, the 
more I understood that yes, this is 
something we should do," Elsts con-
tinues. "What also encouraged me 
was the fact that I have not found 
the same idea anywhere else, so we 

might have a truly unique project. 
We did not copy anything; we im-
plemented our own idea." 

So how exactly this unique idea 
works? "Any business should solve 
some problem. This is the problem 
we see: when people have birthdays, 
they celebrate them like they have 
used to. Say, they go bowling with 
their friends. Our service, then, gives 
them many other ideas how to cele-
brate – all they have to do is 
choose." 

Eventually, the portal would 
make money by charging the com-
panies a commission, but that is still 
some time off. "Right now, the pro-
ject is not making any money," Elsts 
admits. "Not all Internet projects 
immediately become profitable. Of 
course, eventually we plan to 
monetise the project – this is not a 
hobby or charity. Still, right now our 
main goal is to get this idea off the 
ground. We plan to start cashing in 
when we have amassed a number of 
users and when we can clearly show 
each company – your advertising can 
get you this many clients." 

 
Long-term relationship 
At first, this looks very much like the 
collective buying portals which are 
all the rage in Latvia (see no 312 
page 7). But Elsts becomes very de-
fensive when he hears this compari-
son. 

"We are very different from the 
collective buying portals. They are 
good if you want to move lots of 
merchandise quickly and get lots of 

clients. We, on the other hand, con-
tact our users only twice year, in-
stead of bombarding them with of-
fers every day. Moreover, collective 
buying has limited-time offers. We, 
on the other hand, focus on long-
term offers that can even last for 
years." 

Elsts admits that companies often 
mistake Manas Davanas for collec-
tive buying, too. "When I call new 
potential clients, I often get a tired 
response – yes, we know about your 
coupons and discounts. Then I have 
to explain that we do not work that 
way. Our users do not see the com-
panies as naggers; instead they see 
them as those nice people who greet 
them on their birthday." 

There is another difference. Col-
lective buying portals readily admit 
that they pour huge amounts of cash 
into advertising, trying to outdo 
each other. Manas Davanas, on the 
other hand, is mostly relying on so-
cial networks such as Facebook, 
Twitter and Latvia's own answer to 
Facebook, Draugiem.lv. "Our prod-
uct is Internet-based, so this adver-
tising can provide tremendous re-
sults; we can do a lot on a limited 
budget," points out Elsts.  

"This helps us build quality audi-
ence: people who appreciate not 
only our offers, but also our content. 
Say, we post various birthday-
related posts, such as which famous 
people have birthday today – and 
our readers repost almost all of our 
posts," adds Austra Javalde, project 
manager for Manas Davanas. 
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The strategy indeed is attracting 

users and clients. In less than a 
month, Manas Davanas has amassed 
offers from about a hundred compa-
nies, although the size could eventu-
ally grow to thousands. As to the 
number of users, Elsts says that the 
company is reaching its targets. 
We have talked to 

Janis Elsts janis@manasdavanas.lv  

Tel +371 29 503 419 (mobile) 

Austra Javalde austral@manasdavanas.lv   

Tel +371 29 503 419 (mobile) 
 

E-GOVERNANCE 
Azeris interested in  
Latvian e-signature 
The new version of Latvian elec-
tronic signature eParaksts may not 
yet be the runaway success that its 
maintainer Latvijas Valsts radio un 
televizijas centrs (LVRTC) has hoped 
(see no 310 page 10), but, as it re-
mains a unique solution, it is cer-
tainly attracting attention. 

Now Azerbaijan has decided to 
model its own e-signature solution 
on the Latvian eParaksts. It has sent 
its e-governance experts to learn 
about the Latvian experience, and 
LVRTC hopes that the e-signature 
could eventually become a viable 
export product. 

Meanwhile, the eParaksts has 
scored an influential supporter back 
at home. The Latvian financial 
watchdog Finansu un kapitala tirgus 
komisija (FKTK) has announced that 
it does not mind if Latvian commer-
cial banks use eParaksts to sign their 
documents. 

Of course, FKTK's approval 
amounts to little more than a prod-
uct endorsement: the eParaksts al-
ready has legal power in Latvia, and 
FKTK could not really prohibit banks 
from using it. Still, so far, just one 
leasing company has introduced it, 
and LVRTC hopes that FKTK's ap-
proval will encourage more financial 
institutions to pick it up. 

According to LVRTC, the number 
of eParaksts users grows by several 
dozens daily. Hardly a stellar pace, 
but it may pick up once the 
eParaksts has amassed more applica-
tions. 

The new version of eParaksts is a 
completely virtual solution – this 
means that the users do not need 
any cards (and the state does not 
have to bother issuing them). LVRTC 
proudly claims that Latvia is the first 
country to introduce this solution. 

 
 

TRANSPORT & LOGISTICS 

 
CAR DEALERS 
Amserv acquires  
Latvian Adam Auto 
The Estonian car dealer Amserv has 
expanded in Latvia by acquiring 
Opel, Chevrolet and Peugeot dealer-
ship Adam Auto for an undisclosed 
sum. 

Hansa Auto, the Latvian subsidi-
ary of Amserv Grupp, acquired 
Adam Auto on 9 May from the Baltic 
Investment Fund III, managed by 
BaltCap and Latvian private share-
holders. Adam Auto, established in 

1997, has been in BaltCap's portfolio 
since 2004. The company has three 
stores (in Riga, Ventspils and 
Liepaja) and 76 employees; in 2010, 
it sold 158 new and 166 used cars. 

Amserv Grupp, 50:50 owned by 
Estonian businessmen Raivo Kütt 
and Raivo Aavisto, is a holding com-
pany, owning several dealerships in 
Estonia and Latvia. Started in 1992 
as a Toyota dealership, the group 
expanded in the following years in 
Estonia and added the sales of Opel-
branded cars. Its Latvian subsidiar-
ies, Hansa Auto (Opel & Chevrolet) 
and Amserv Motors (Toyota & 
Lexus) were established in 1999 and 
2001, respectively. At the moment, 
the group comprises eight fully or 
partially owned car dealers with the 
total of nine stores in Estonia and 
five in Latvia. 

Right after the acquisition, Adam 
Auto announced that it signed a con-
tract with the Peugeot rep in the Bal-
tics, the Danish KW Bruun, adding 
Peugeot to the current choice of 
makes, Opel and Chevrolet. Amserv 
itself acquired rights to sell Peugeot 
in Estonia in 2009. 

According to the chairman of 
Amserv Grupp Raivo Kütt, the next 
step is the merger of two companies 
with the similar portfolio – Hansa 
Auto and Adam Auto – while Amserv 
Motors continues on its own as a 
Toyota and Lexus dealer. 

"In general, new car sales have 
been better than expected in the re-
cent months," says Kütt to news2biz. 
"After the acquisition, our share in 

Latvian market reaches 10%, while 
being about 16% in Estonia." 

 

 
Adam Auto's showroom in Liepaja. 
Photo: Adam Auto 

 
Amserv has established itself 

firmly on Estonian and Latvian mar-
kets, being the largest car dealer in 
two countries. According to Kütt, the 
company has no plans to expand to 
Lithuania. "We have had a subsidiary 
in Lithuania, but nothing came out 
of it, and we do not intend to try 
again in the near future." 

The subsidiaries of Amserv 
Grupp sold 3,452 cars in 2010, 
21.7% more than in the previous 
year. The group's consolidated turn-
over amounted to EUR 57.7m in 
2009, while employment exceeded 
430 in the two countries. 

We have talked to: 

Raivo Kütt raivo.kytt@amserv.ee 

Tel +372 650 2112 (switchboard) 
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AIR TRAVEL 
Skyways takes over from 
airBaltic on Vilnius routes 
The Swedish airline Skyways, which 
in February launched flights from 
Gothenburg to Riga in code share 
with airBaltic, has now taken over 
two routes from airBaltic, using Vil-
nius as a hub. Skyways will fly Vil-
nius-Stockholm and Vilnius-Berlin 
starting from 7 June. 

Skyways has earlier communi-
cated to Lithuanian press that nego-
tiations were ongoing regarding Vil-
nius-Amsterdam and Vilnius-
Copenhagen as well, but these 
routes did not materialise. 

Instead Skyways' SVP Communi-
cations Peter Browall says that there 
are no plans at this point for any fur-
ther routes together with airBaltic. 

"It does not mean that there will 
not be any further cooperation in the 
future, but at the moment we are 
concentrating on what we have 
started," says Mr Browall. 

On a first look, and adding a Lat-
vian bias, one may be prone to the 
assumption that the ongoing com-
motion regarding airBaltic, its 
owner, Mr Bertolt Flick, and Latvia's 
former transport and economy min-
ister Ainars Slesers, has made Sky-
ways put additional plans on hold. 
But that is not the case according to 
Mr Browall. 

"We have no other insight in how 
airBaltic runs its business rather 
than the cooperation agreement we 
have regarding codeshare. With the 
knowledge and minimal insight into 

airBaltic that we have today we have 
no reason to question neither own-
ership structure or image of the 
company," he says to news2biz. 
Which means that Skyways has been 
willing to go into close cooperation 
with another airline regarding three 
routes in three months without 
checking the partner out at all. We 
will leave it to the readers to judge 
whether this is plausible. 

 

 
Skyways has entered a codeshar-
ing agreement with airBaltic, but 
now says that it knows precious 
little about its new partner. 
Photo: Skyways 

 
Moving further and cutting the 

corporate niceties, we may find one 
reason for the lack of interest in de-
veloping the cooperation in that 
Skyways is waiting to see what be-
comes of the crisis-stricken listed 
Danish airline Cimber Sterling.  

Lately, the Danish business daily 
reported that Skyways' owner, the 
Ukrainian magnate Ihor Kolomoyski 
and his controlled airline Aerosvit, 
through Swedish Skyways is in-
volved in negotiations regarding the 
future of Cimber Sterling. Cimber 
Sterling's management has admitted 

that negotiations are ongoing, but 
not with whom. 

Cimber Sterling has been re-
ported close to folding by the Danish 
press for some time and on May 26, 
Denmark's largest tour operator 
Spies, a subsidiary of UK's Thomas 
Cook Group plc, announced that it 
would cease to use Cimber Sterling 
as a supplier due to an overwhelm-
ing risk of collapse. 
We have talked to 

Peter Browall peter.browall@skyways.se  

Tel +46 733 00 00 40 (mobile) 

 
WORD FROM THE CEO 
Bertolt Flick: we are a small 
company in a small country 
airBaltic may be involved in more 
than its fair share of scandals, and, 
just like any company, it also faces 
setbacks and difficulties. Still, few 
would deny that the company has 
been a true Latvian success story. 

On 19 May, airBaltic hosted its 
annual aviation trade conference 
North Hub Riga. The event brought 
together airplane manufacturers, 
airBaltic's partners and, of course, 
the airline's own top management, 
including its usually reclusive CEO 
Bertolt Flick. 

During the conference, Flick gave 
a presentation on airBaltic's current 
status and its aims, showing remark-
able openness. 

"We are not the largest company 
in the Northern Europe," said Flick. 
"But we certainly are among the first 
when it comes to innovations. We 
are small, so we have to make lots of 

noise to be heard. Consider the col-
our of our planes – bright green. 
Now, I could think of many better-
looking colours to paint our planes, 
but I can think of only a few that 
would be so attention-grabbing. Or 
take, for example, our taxis and bike 
rental. It is not that they make lots 
of money – but they carry and rein-
force our brand." 

news2biz caught up with Flick to 
ask some additional questions. 

 
▶ The conference includes represen-
tatives from our Eastern neighbours 
such as Ukraine or Russia. Does this 
mean that airBaltic is planning new 
flights in that direction? 

I would like to look back before 
answering that question. A few years 
back, our main direction with most 
flights was Scandinavia. The second 
most popular route from Riga was 
Stockholm. Now, if we look at the 
current developments, cities like 
Stockholm and Copenhagen are ei-
ther just as popular or have seen a 
slight drop. Moscow, on the other 
hand, is now twice as large. The 
same applies to Kiev, which is now 
more popular than Stockholm. 

Yet another strong performer is 
Poland. Few have noticed it, but this 
summer we will have five daily 
flights from Riga to Warsaw. Previ-
ously, we tried starting flights to 
Warsaw three times – unsuccess-
fully. Now we see a tremendeous 
growth. It is obvious that Poland is 
emerging as a major power in the 
region. 
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We see changes in the whole re-

gion. So, to answer your question, 
the Eastern markets have an ever-
growing importance for us. We have 
flown to cities like Dnipropetrovsk 
[one of Ukraine's major industrial 
cities – ed.] before, which was too 
fast. Now we have learned from our 
mistakes, and it is obvious that we 
will resume flights to Dnipropet-
rovsk in the future. 

However, we obviously have to 
consider our plane load, which now 
is very high. Therefore, we can start 
adding new routes when we have 
more planes. 

 
▶ To what extent your interest 
about new directions – Ukraine, 
Russia and Poland – is connected to 
increased competition in existing di-
rections, such as Vilnius? 

The connection is not that sim-
ple. We have been developing our 
flight network ever since 2008, 
when we decided to focus on trans-
fer passengers. The first thing we 
had to do, then, was to increase the 
number of destinations. 

Now, for the next two years our 
priority will not be opening new 
routes; rather, we will focus on 
inceasing the number of flights to 
the existing destinations. Frequency 
is more important than new destina-
tions. It is important for business 
passengers – and actually also for 
tourists.  

 

 
Bertolt Flick, the CEO of airBaltic, 
tends to be remarkably tight-
lipped for the head of "a small yet 
noisy company." However, he has 
agreed to share some of airBaltic's 
plans. Photo: Andras Kralla, Äripäev 

 
There are destinations which 

show unproportional growth as new 
flights are added. Take, for example, 
Venice – we had two flights per 
week, now we have five. But when 
we add a new flight, the number of 
passengers does not grow just by 
this one flight – it increases for all 
flights, as we can now offer a better 
product. 

 
▶ What are your current plans re-
garding Vilnius? Your company 
Baltijas Aviacijas Sistemas had a 
plan to launch the Lithuanian na-
tional airline. 

We have a very clear strategy re-
garding Vilnius. airBaltic's direct 
flights from Vilnius were competing 
with Riga transit point. We could 
not control this too well in our in-
ternal system, so we decided to cre-
ate a separate airline.  

Now, the project is not progress-
ing as fast as we would want to, but 

yes, we will have a company in Vil-
nius. We just have been too optimis-
tic about our schedule. 

 
▶ Have you considered expanding or 
replacing your aircraft fleet? 

Renewing our fleet is our top-
most priority. With these fuel prices, 
we just cannot compete with our old 
planes. 

It is clear that our Fokker planes 
will be replaced with the new Bom-
bardier Dash planes. As to our larger 
planes, we will make a decision this 
summer – whether to go with Airbus 
or Boeing.  

We are working together with a 
Russian aircraft manufacturer Irkut 
Corporation which is developing a 
revolutionary new passenger plane. 
This is not an update of an old de-
sign; this is a completely new prod-
uct, built with today's materials and 
needs in mind. We describe what 
airlines expect from an airplane, and 
they see how they can implement 
our suggestions. 

Unfortunately, as the new Rus-
sian plane is still on the drawing 
board, we cannot consider this as a 
viable alternative. It will simply ar-
rive too late, and we need the planes 
now. 
 
▶ What would be your comment on 
the airline's 2010 results and how 
have you been performing so far? 

The most important thing that 
happened last year was ordering 
eight new Bombardier Dash Q400 
airplanes. They, however, were de-
livered much later than we planned. 

To be on the safe side, we updated 
our schedule, planning they would 
only arrive this March. As a result, 
we had to cut our capacity. 

This year the situation is differ-
ent; the planes have been delivered 
and are fully operational. As a result, 
we see a rapid increase in the num-
ber of passengers in April and May.  

 
▶ How would you describe airBal-
tic's growth strategy: are you cau-
tious and conservative or are you 
ready to take risks? 

We are cautious, but we are by 
no means conservative. Conservative 
often is just one step away from old-
fashioned. We are among the lead-
ing European companies when it 
comes to innovations. 

We are a different company than 
we used to be five years ago. We are 
looking for new opportunities to in-
crease our income, improve our ser-
vice quality. We are not conserva-
tive; we do not believe that we have 
reached the top and need not 
change. Now, our service level is 
high, but this does not mean that we 
can stop. 

As to the growth of our passen-
gers – yes, we are a small company. 
But Riga is also a small city, and we 
are a young airline. We are a small 
company in a small country. But, if 
you look at our size proportionally – 
how large we are, considering the 
size of the country – we are huge.  

We could continue a rapid yet 
relatively cautious growth: about 15-
20% a year for the next five years. 



 12 | No 317 | 30 May 2011 |  © Bonnier Group/Äripäev |  LATVIA 

 

 
We definitely have a good growth 
potential. 

 

Out with Fokkers, in with Bombardiers 
airBaltic's fleet 

Boeing 737-
300; 8

Bombardier 
Q400 
NextGen; 8

Boeing 737-
500s; 6

Boeing 757-
200; 2

Fokker-50s; 
10

Source: airBaltic 
 

We have talked to: 

Bertolt Flick janis.vanags@airbaltic.lv (PR) 

Tel +371 67 207 726 (mobile; PR) 

 

IN BRIEF 
airBaltic launches its own 
check-in suitcase 
Keeping in line with its "making lots of 
noise to be seen" strategy, airBaltic has 
launched a co-branding product with 
suitcase manufacturer Samsonite: an 
ultra-light check-in suitcase. To sweeten 
the deal, the buyers can also check the 
bag in for free for a year. airBaltic's rival, 
the Irish no-frills airline Ryanair, is also 
offering a similar product – also in co-
operation with Samsonite. Ryanair's 
product, however, is sold as "Ryanair-
approved carry-on suitcase" and does 
not come with free check-in privileges. 

 
 

ENERGY & 

ENVIRONMENT 

 
FUEL 

Competition watchdog 
investigates fuel retailers 
Latvian motorists have long sus-
pected that something is quite 
wrong with the Latvian fuel prices. 
When the crude oil prices go up, the 
fuel prices dutifully follow. But 
when they go down – as, indeed, 
they are doing now – they either 
stay at the same level or, against all 
logic, even sometimes go up.  

Moreover, the fuel prices seem to 
follow their own logic even when 
compared to the other Baltic coun-
tries. For example, as of 28 May, 
fuel prices in Estonia and Lithuania 
are down; they are up in Latvia. 

This has inevitably led to suspi-
cions and accusations that the larg-
est Latvian fuel retailers have 
formed an illegal price-fixing cartel.  
Still, so far there has been little 
proof. 

This may now change, as the 
Latvian competition watchdog 
Konkurences Padome (KP) has 
started a case on the holy trinity of 
Latvian fuel retail – Norwegian-
owned Latvija Statoil, Finnish-
owned Neste Latvija and Russian-
owned Lukoil Baltija R. 

KP has only confirmed that it has 
started the case; it has not revealed 
what it is about or when KP could 
come up with any findings. 

On their behalf, the fuel retailers 
have confirmed that they are fully 
co-operating with the investigation 
and providing all the required in-
formation – also preferring not to go 
in any details. 

news2biz will keep you posted 
about any updates in this case. 

 
CORRUPTION 
KNAB promises prosecution 
for Mikelsons 
The Latvian corruption watchdog 
Korupcijas noversanas un ap-
karosanas birojs (KNAB) lately has 
been busy making news. However, 
its recent large-scale crackdown – or, 
at least, an attempted crackdown – 
on Latvian mini-oligarch trio Andris 
Skele, Ainars Slesers and Aivars 
Lembergs has raised one important 
question. KNAB certainly knows how 
to put up a good show, complete 
with searches, arrests and, if need 
be, handcuffs. But does it ever lead 
to any actual convictions and prison 
terms? 

The recent case of Karlis Mikel-
sons, the former CEO of the state-
owned power utility Latvenergo, is a 
good example. Mikelsons was ar-
rested in June 2010, amidst charges 
of large-scale money laundering and 
other serious white-collar crimes 
(see no 298 page 10). 

He even spent some time under 
arrest but, as KNAB had not yet pre-
sented its case against him, was later 
released on bail. 

To bolster its image, KNAB now 
has announced that the case is pro-

gressing and the watchdog has 
found additional evidence. Accord-
ing to Juta Strike, executive chair of 
KNAB, the case will be handed over 
to the prosecution, and any talks 
that it may fail are unfounded. 

As the case is still under investi-
gation, KNAB could not provide any 
deadlines when the prosecution of 
Mikelsons could begin. 

 
 

ECONOMY & POLITICS 

 
EXTREME MEASURES 
Zatlers proposes  
dissolution of Parliament 
The President of Latvia may have 
limited political influence, but he 
has a number of key powers. On 28 
May, President Valdis Zatlers be-
came the first president in the his-
tory of Latvia – both before the 
WWII and after the restoration of 
independence – to use the highest 
power he has. Zatlers has proposed 
the dissolution of Saeima, the Lat-
vian parliament. This means that the 
issue is now put on a nation-wide 
referendum. If the Latvian people 
side with Zatlers in the referendum, 
the parliament is dissolved and new 
parliamentary elections are held. If 
they vote against the proposal, Zat-
lers loses his office instead. 

 
Enough is enough 
Zatlers announced his decision live 
on national TV, being visibly shaken 
and nervous. And he has a good rea-
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son to worry: his own term at the of-
fice is coming to an end and, despite 
a number of new candidates, his 
chances for re-election were consid-
ered to be rather good.  

In fact, Zatlers acknowledged 
that himself. "This decision in the 
eve of presidential elections is both 
difficult and constitutionally compli-
cated," noted Zatlers in his address. 
"I fully understand that my decision 
may destroy my chances of being 
elected as the President of Latvia. 
But I have sworn the oath of the 
President, and my duty is to do what 
is best for my country, not for my-
self." 

This, Zatlers maintains, is what 
the current Saeima has all but for-
gotten. "Saeima has repeatedly 
shown that its main priority is the 
interests of some small groups or 
even individuals, not the best inter-
ests of the country. /../ We also see 
that the government /../ is paying 
most attention to what one man out-
side Saeima says, even though the 
government should be lead by the 
Prime Minister and respond to 
Saeima." 

It is not hard to see that "the man 
outside Saeima" is Aivars Lembergs, 
mayor of Ventspils and currently the 
most powerful Latvian oligarch. He 
has a disproportional influence in 
Zalo Zemnieku Savieniba (ZZS), one 
of only two political party unions 
that make up the current govern-
ment coalition – and, by extension, 
he has a very large influence in the 
government, too. 

As to the "interests of individu-
als", the straw that broke the camel's 
back was Saeima's vote not to allow 
the Latvian corruption watchdog to 
search the apartment of Ainars Sle-
sers (see the next story). Slesers is 
under investigation for serious 
crimes and abuse of his power, but, 
as he is the member of the Latvian 
parliament, he has legal immunity 
and any actions against him may be 
taken only with Saeima's permission. 

"Saeima showed its disrespect 
and mistrust for the judicial power. 
And this was not the first time," 
noted Zatlers. 

 
Now what? 
So what happens next? First, the 
Latvian people have to vote for the 
dissolution of the parliament, and it 
seems almost certain that the voters 
will agree with Zatlers. Moreover, 
the referendum is immune to low 
voter activity that has plagued the 
previous referendums: there is no 
minimal amount of voters to reach, 
and Saeima would be dissolved even 
if a single voter showed up and 
voted for it.  

The Latvian election commission 
has already announced that the ref-
erendum could take place on 30 
July. The new elections must be held 
within two months of the referen-
dum, which would mean late August 
or early September. 

Another question is – what hap-
pens to the Latvian presidential elec-
tions scheduled for 2 June? Until the 
referendum, this Saeima is still in 

power, and there is no reason why it 
could not vote for a new president. 
Of course, given that Zatlers has al-
most certainly dissolved the Saeima, 
it is debatable whether it should do 
so. And, if Saeima indeed votes for a 
new president, it is almost certain 
that it will not vote for the one who 
has just dissolved it. On the other 
hand, when the new Saeima starts 
working, it can vote to dismiss the 
new president. 
 

 
Thank you, Mr President: happy 
supporters gathered to greet Zat-
lers after he announced that he is 
proposing the dissolution of the 
parliament. Photo: President's Chancery 

 
A new Saeima will also mean a 

new government, and this is the is-
sue that raises the most worrisome 
questions. Who could win in the 
next elections? Latvian voters have 
repeatedly shown that they can be 
an unpredictable bunch, so any 
guesses are just that – guesses.  

Nevertheless, the same issues 
that were raised before the previous 
parliamentary elections are impor-
tant again. Will Latvia continue its 
course towards continued reforms – 

or is it going to radically change its 
direction? Who is to gain more in-
fluence? And how will this uncertain 
and unstable political environment 
influence the foreign investments in 
Latvia? 

In the last elections, the current 
ruling party union Vienotiba scored 
a surprise victory – in effect, Latvian 
voters said yes to continued auster-
ity measures and drastic yet neces-
sary budget cuts. Can it pull off the 
same surprising feat twice? On the 
other hand, its victory was not 
enough to form a stable government 
coalition – its fate fully depends on 
the other coalition partner ZZS. As a 
result, ZZS, it seems, believes that it 
can get away with murder. For ex-
ample, Vienotiba raised few protests 
when ZZS Minister of Transportation 
Uldis Augulis started placing his own 
people in the management of all ma-
jor state-owned transportation com-
panies. 

But, if Vienotiba has done little 
to stop ZZS shenanigans, Zatlers has 
done it instead. And, if ZZS loses its 
influence in the next elections, it 
hopefully will learn that yes, you can 
go too far even in the Latvian poli-
tics. At the same time, Vienotiba will 
have to learn that it must draw the 
line somewhere, too. 

Or, to quote Zatlers again: "We 
must put an end to thinking one 
thing, saying something else and do-
ing yet another thing. And nobody is 
ashamed of that. As if it was self-
evident that this is an honourable 
thing to do. We must put an end to 
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this attitude towards our people, our 
nation and our country." 

Zatlers' decision has already 
earned him almost unanimous na-
tion-wide popular support, with sev-
eral hundred people spontaneously 
showing up at his residence to greet 
him after his address. It is evident 
that Latvia indeed is ready for a 
change. The question now is – will 
the people remember their dedica-
tion when the time comes to vote for 
the next Saeima? 

"With this moment I, the Presi-
dent of Latvia, give the people the 
power to decide their own fate," 
were the closing words of Zatlers' 
address. "God bless Latvia." 

God bless Latvia, indeed. 
 

FRYING THE BIG FISH 
KNAB attempts crackdown 
on Latvian oligarch trio 
Latvian corruption watchdog Korup-
cijas noversanas un apkarosanas bi-
rojs (KNAB) has launched one of its 
most ambitious cases yet. It is nota-
ble for its size – the case includes 
more than 40 searches. But, most 
importantly, it is notable because 
KNAB has set out to catch some 
really big fish – the three Latvian 
mini-oligarchs Ainars Slesers, Andris 
Skele and Aivars Lembergs. 

So far, KNAB has searched the 
office and home of Lembergs, even 
though he so far has not been 
charged with anything. As to Skele 
and Slesers, they, being the mem-
bers of Saeima, have legal immunity, 
which means that their homes can 

only be searched if Saeima votes to 
allow it. Still, KNAB has searched 
Skele's co-worker's office and nu-
merous institutions and companies 
closely connected with Slesers, such 
as Riga City Council, Freeport of 
Riga and the Latvian national carrier 
airBaltic. 

 
Hands off our people 
The main focus of KNAB's investiga-
tion seems to be Slesers, as the 
watchdog requested permission to 
search his home. KNAB backed up its 
request with an impressive list of ac-
cusations, including money launder-
ing, abusing his power, bribery, ille-
gal ownership deals and lying on his 
official income declaration. 

None of this is a real surprise, as 
Slesers' reputation has always been 
far from pristine. Nevertheless, 
Saeima voted against issuing the 
search warrant. Slesers himself did 
not vote, and all seven remaining 
members of his party union Par Labu 
Latviju (PLL) voted against. The rul-
ing party Vienotiba, together with 
the nationalistic VL-TB/LNNK, voted 
for, giving a total of 35 votes. What 
really settled the issue was the vote 
of Zalo Zemnieku Savieniba (ZZS) 
and Saskanas Centrs (SC) – with 37 
voters abstaining and another 20 not 
bothering to show up for the vote, 
the proposal was rejected. 

Of course, this is a notable ex-
ample of political arrogance even by 
the rather relaxed Latvian standards. 
Moreover, ZZS is also a member of 
the government coalition. As the 

government would fall if ZZS with-
drew from it, it has not been shy 
about exercising its influence. 
 

 
Pointing fingers: Andris Skele (pic-
tured), Ainars Slesers and Aivars 
Lembergs all maintain their inno-
cence and claim that KNAB just 
wants to frame them before the 
presidential elections. Photo: Par Labu Latviju 
 

When commenting the vote, PM 
Dombrovskis lamented "the strong 
influence of oligarch parties". This, 
of course, is true, but Dombrovskis 
forgot to add that the very same oli-
garch parties are also his coalition 
partners. 

The response from the President 
of Latvia Valdis Zatlers was much 
more drastic: he proposed the disso-
lution of Saeima (see the previous 
story). 

 
Leaks and memory lapses 
Interestingly enough, the searches 
were carried out when the current 
head of KNAB Normunds Vilnitis 
was on vacation and his deputy Juta 
Strike was filling his position.  

This is no coincidence. KNAB has 
long been plagued by mistrust be-
tween Vilnitis and his deputies, and 
for a while it seemed that the 
watchdog's main concern is fighting 
each other, not corruption. Vilnitis' 
vacation, then, gave Strike the per-
fect time to act. That alone would 
have been a strong hint that some-
thing may be brewing. To erase any 
doubt, the Latvian daily Neatkariga 
Rita Avize – which enjoys a very per-
sonal and intimate relationship with 
Lembergs – warned about the crack-
down before the actual searches 
took place. Consequently, the news-
paper's office was also searched.  

The advance warning may have 
come even earlier. At the beginning 
of May, Slesers announced that Lat-
vian authorities have tapped rooms 
in Radisson Blu Hotel Ridzene and 
recorded his conversations (see no 
316 page 9). Latvian media now re-
ports that a secretly recorded con-
versation between the thee oligarchs 
indeed may have led to the searches. 

At the same time, Neatkariga's 
wealthy patron is suffering from un-
fortunate memory lapses. When 
KNAB wanted to open a safe box in 
Lembergs' office, he announced that 
he has forgotten its code, adding 
that it contains nothing of any inter-
est. Of course, given the fact that 
Lembergs had an advance warning, 
this may very well be the case. Un-
willing to take Lembergs' word for it, 
KNAB has been trying – unsuccess-
fully, so far – to open the safe. 

There is one thing he remembers, 
though. Lembergs is absolutely cer-



 15 | No 317 | 30 May 2011 |  © Bonnier Group/Äripäev |  LATVIA 

 

 
tain that he has not met Skele and 
Slesers in Ridzene hotel, where the 
alleged conversation could have 
been recorded. "If I was a pirate, I 
would swear by a shark's belly. I can 
also swear on something else, people 
ask me to swear," was Lembergs' 
now-famous reply on a live TV show. 
"I have not had such a meeting in 
Ridzene. Somewhere else – that is a 
different story, but not in Ridzene." 

Lembergs has a good reason to 
be so shamelessly verbose and for-
getful. He has been charged with se-
rious crimes since 2006, even spend-
ing some time under arrest. Still, the 
case has not moved much further 
since, and, despite the charges, he 
now is more influential than ever. 

Both Skele and Slesers have fol-
lowed suit, claiming – along with 
Lembergs – that the whole case is an 
attempt to influence the upcoming 
presidential elections. All three 
maintain their total innocence. 
 
IN BRIEF 
Mayor of Riga on a sick leave 
Remember the legend of the first Greek 
marathon runner who collapsed after 
finishing the distance? This almost was 
the fate of Nils Usakovs, the mayor of 
Riga, as he tried to run the half-
marathon distance in Nordea Riga Mara-
thon. Overheated and dehydrated, he 
collapsed just some 300m short of the 
finish line. He was promptly given the 
necessary medical assistance, but still 
remained unconscious for more than a 
week. He has since regained conscious-
ness. Afterwards, Usakovs was trans-

ported to Berlin for treatment which 
may well take up more than a month. 
While Usakovs is on his extended sick 
leave, the city is run by its vice-mayor 
Andris Ameriks. He is a member of Ainars 
Slesers' party union Par Labu Latviju, 
which means that Slesers, who already 
had a disproportionate influence in Riga, 
now has an even larger say. Usakovs is 
also one of the most recognisable faces 
in his own party union Saskanas Centrs. 
As new parliamentary elections are very 
likely to be held this autumn, SC may 
soon have to come up with another face 
to put on its billboards. 
 
EVENTS 
BCCL Monthly Dinner 
The Latvian Dilemma: Politics and Gov-
ernance. Monthly Chamber Dinner with 
Ms Inguna Sudraba, Auditor General of 
the Republic of Latvia. Ms. Sudraba will 
be talking about the forthcoming presi-
dential election and the serious issues 
she has encountered in her role as Head 
of the State Audit Office. 
Time: 31 May, 18:30-21:30 
Place: Radisson Blu Ridzene Hotel 
Organiser: British Chamber of Com-
merce in Latvia 
Info: http://bccl.lv/node/242  
 
BCCL Opening Invitation 
Come to discover Regus Riga, the first 
fully equipped and serviced business cen-
tre in Riga for an Open door day. 
Time: 1 June 14:00-18:00 
Place: 14 Terbatas Street, Riga 
Organiser: British Chamber of Com-
merce in Latvia 
Info: http://bccl.lv/node/243  

BCCL Monthly Dinner 
Energy Security in Europe: with or with-
out Russia? An open lecture with Kaj 
Hober, a leading Swedish lawyer who 
has been involved in numerous oil and 
gas arbitrations, relating primarily to 
Northern Africa, the Middle East and the 
former Soviet Union. Hober has also au-
thored several books on international 
arbitration. After the lecture the Swedish 
Embassy will offer vin d’honneur. 
Time: 1 June, 15:00 
Place: Stockholm School of Economics in 
Riga 
Organiser: Swedish Chamber of Com-
merce in Latvia 
Info: http://www.scc.lv/?DocID=630  

 
DBHK Business Award 
German Business Award in Latvia cere-
mony 
Time: 2 June 
Place: to be announced 
Organiser: German-Baltic Chamber of 
Commerce 
Info: http://www.ahk-balt.org/  

 
Dutch Chamber BBQ 
Joint BBQ event with Netherlands-
Latvian Chamber of Commerce and 
Dutch Social Group. 
Time: 2 June 
Place: to be announced 
Organiser: Netherlands-Latvian Cham-
ber of Commerce 
Info: http://nlcc.lv/  
 
DCCL Constitution Day 
Join the biggest annual party gathering 
all Danish people living in Latvia! This 
year the Constitution's Day reception, 

which is also a summer party, is ar-
ranged by the Royal Danish Embassy. 
Time: 3 June, 17:00 
Place: Jurmala, Residence of Danish Am-
bassador 
Organiser: Danish Chamber of Com-
merce in Latvia 
Info: http://www.dcc.lv/ 

 
LIAA Seminar 
The land of wonderful opportunities – 
Austria. A seminar with representatives 
from Austrian Chamber of Commerce, 
Austrian Energy Agency, Austrian Trade 
Center Riga and Austrian Investment 
Agency. Latvian businesses will also 
share their success stories. 
Time: 7 June, 10:00 
Place: Swedbank Central Office 
Organiser: Investment and Development 
Agency of Latvia, Swedbank 
Info: http://www.liaa.gov.lv/  
 
AmCham Movie Night 
Movie night with the American Chamber 
of Commerce in Latvia 
Time: 15 June, 18:00-21:00 
Place: to be announced 
Organiser: American Chamber of Com-
merce in Latvia 
Info: http://amcham.lv/  
 
AmCham Contributing Event 
Corporate Contributing event at the new 
US Embassy Building in Pardaugava. 
Time: 16 June, 16-18:00 
Place: The new US Embassy Building 
Organiser: American Chamber of Com-
merce in Latvia 
Info: http://amcham.lv/  
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INFLATION 

-6%
-3%
0%
3%
6%
9%
12%
15%
18%

 A
pr

 0
9

 Ju
n 

09

 A
ug

 0
9

 O
ct

 0
9

 D
ec

 0
9

 Fe
b 

10

 A
pr

 10

 Ju
n 

10

 A
ug

 10

 O
ct

 10

 D
ec

 10

 Fe
b 

11

 A
pr

 11

 Year-on-year  Month-on-month

Source: The Latvian statistical office, Centrala statistikas parvalde 

CONSUMER PRICE INDEX
column A: 100 = current 12 months; column B: 100 = previous month 

 Jan '11 Feb '11 Mar '11 Apr '11 

Sector A B A A B A A B 

Food 103.7 108.0 101.3 103.7 109.3 109.9 109.3 101.0

Beverages, tobacco 102.0 101.5 101.1 102.0 100.8 99.5 101.3 100.5

Clothing, footwear 98.0 97.6 97.7 98.0 98.8 106.0 103.5 106.3

Housing 109.6 106.2 100.0 109.6 108.8 99.7 107.4 102.8

Transport 106.8 107.2 102.0 106.8 107.8 102.3 107.6 101.1

Communications 97.3 96.7 100.1 97.3 97.0 99.5 97.9 99.2

Gross CPI 103.7 102.5 100.1 103.7 104.2 100.7 104.5 101.1

Source: The Latvian statistical office, Centrala statistikas parvalde 

PRODUCER PRICE INDEX
On monthly basis Oct '10 Nov '10 Dec '10 Jan '11 Feb '11 Mar '11 Apr '11

100 = previous month 99.7 99.8 100.3 101.3 99.3 100.8 102.3

100 = same month prev year 106.6 108.2 108.0 108.4 108.6 108.6 108.6

Year 2004 2005 2006 2007 2008 2009 2010

100 = previous year 116.1 107.1 112.6 112.2 109.2 91.6 103.1

Note: Producer prices are prices of industrial goods excluding VAT and other taxes. 

Source: The Latvian statistical office, Centrala statistikas parvalde 

CONSTRUCTION PRICE INDEX
On monthly basis Nov '10 Dec '10 Jan '11 Feb '11 Mar '11 Apr '11 

100 = previous month 99.1 101.2 101.1 99.5 99.4 100.6 

100 = same month prev year 100.5 102.6 101.2 100.6 100.2 100.3 

Year 2005 2006 2007 2008 2009 2010 

100 = previous year 111.4 120.9 126.2 114.4 89.1 97.3 

 

Market volume in current prices, LVL m License to construct in 1000 m2 
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Source: The Latvian statistical office, Centrala statistikas parvalde 

REAL ESTATE PRICES
Residential flats, spot price in LVL/m2  Commercial, spot price in LVL/m2 
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Number of transactions 

 Q1 '09 Q2 '09 Q3 '09 Q4 '09 Q1 '10 Q2 '10 Q3 '10 Q4 '10 

Riga 1372 1521 1865 2248 1809 2053 2106 2204 

rest 4001 4899 4421 5964 4318 5862 5931 6042 

Source: spot.city24.lv

INDUSTRIAL OUTPUT INDEX 
On monthly basis Sep '10 Oct '10 Nov '10 Dec '10 Jan '11 Feb '11 Mar '11

100 = previous month 102.1 101.2 99.7 98.1 97.6 100.5 101.4

100 = same month prev year 119.0 121.1 111.4 115.7 106.5 109.6 109.8

Year 2004 2005 2006 2007 2008 2009 2010

100 = previous year 92.9 99.9 106.7 100.9 96.8 82.3 114.2

Source: The Latvian statistical office, Centrala statistikas parvalde 

RETAIL TRADE
At current prices Dec '10 Jan '11 Feb '11 Mar '11

Turnover in LVL ‘000 305.2 300.0 304.5 306.3

Index 100 = previous month 98.6 98.3 101.5 100.6

Index 100 = same month prev year 104.9 100.1 103.6 101.3

Year 2007 2008 2009 2010

Turnover in LVL ‘000 4738.7 4910.2 3665.5 3584.8

Index 100 = previous year 122.6 103.6 74.6 97.8

Source: The Latvian statistical office, Centrala statistikas parvalde 

GROSS WAGES
column A: average monthly wages in LVL; column B: indexed average wages, 100=Q1 1996  

 Q2 2010 Q3 2010 Q4 2010 

Sector A B A B A B 

Manufacturing 402 382 412 391 415 395

Finance, insurance 949 n/a 926 n/a 920 n/a

Construction 405 543 417 560 422 564

IT 733 n/a 753 n/a 803 n/a

Retail and wholesale 366 356 370 360 374 364

Hotels and restaurants 286 n/a 291 n/a 287 n/a

Transport, logistics 501 346 497 343 504 350

National average 444 459 447 462 455 480

Note: Without taxes; Source: The Latvian statistical office, Centrala statistikas parvalde 

SENTIMENT INDICATORS
Economic sentiment and consumer confidence indicators, seasonally adjusted 
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The economic sentiment (1990-2010 average = 100) is a composite made up of five sectoral

confidence indicators, which are arithmetic means of seasonally adjusted balances of answers 

to a selection of questions closely related to the reference variable. Source: Eurostat. 
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TRADE 
Latvian exports and imports divided according to commodity groups, according to Latvian classification 

 EXPORTS in LVL m IMPORTS in LVL m 

 Jan-Mar 2011 Share Jan-Mar 2010 Share Jan-Mar 2011 Share Jan-Mar 2010 Share

Agricultural & food products (I-IV) 196.6 15% 170.4 18% 233.4 15% 200.9 17%

Food, beverages & tobacco (IV) * 91.1 7% 72.9 8% 104.1 6% 90.2 8%

Chemical products (VI) 109.9 8% 72.6 8% 170.8 11% 155.2 13%

Plastic & rubber products (VII) 37.2 2% 29.0 3% 82.9 5% 61.0 5%

Wood & articles of wood (IX) 241.5 18% 184.1 20% 25.5 2% 193.2 2%

Textiles (XI) 61.8 5% 47.1 5% 68.5 4% 55.4 5%

Metal (XV) 228.6 17% 118.2 13% 198.5 12% 107.5 9%

Machinery & electric equipment (XVI) 156.2 12% 112.6 12% 245.7 15% 168.2 15%

Transport vehicles (XVII) 81.2 6% 58.6 6% 121.7 8% 51.5 4%

Various, including furniture (XX) 32.2 2% 26.8 3% 33.3 2% 28.2 2%

Other commodity groups 184.9 14%  115.6 12% 434.1 26% 311.6 26%

TOTAL 1330.1 100% 935.2 100% 1604.2 100% 1,115.6 100%

 

Latvia's largest markets, ranked according to 2010 in LVL m 

EXPORT IMPORT 

No Country 
Jan-Meb 

2011
Share

Jan-Mar 

2010
Share No Country 

Jan-Mar 

2011
Share

Jan-Mar 

2010 
Share 

1 Lithuania 229.9 17.3% 137.8 14.7% 1 Lithuania 275.9 17.2% 183.9 15.9% 

2 Estonia 187.9 14.1% 127.6 13.6% 2 Russia 202.4 12.6% 161.5 13.9% 

3 Russia 130.6 9.8% 82.9 8.9% 3 Germany 183.5 11.4% 123.2 10.6% 

4 Germany 118.9 8.9% 78.0 8.3% 4 Poland 113.6 7.1% 89.9 7.8% 

5 Sweden 89.3 6.7% 69.5 7.4% 5 Estonia 95.6 6.0% 84.6 7.3% 

6 Poland 81.3 6.1% 43.9 4.7% 6 Finland 81.3 5.1% 55.8 4.8% 

7 Denmark 46.7 3.5% 39.6 4.2% 7 Sweden 64.5 4.0% - - 

8 UK 36.7 3.2% - - 8 Netherlands 59.7 3.7% 48.1 4.2% 

EU 970.1 72.9% 660.0 70.6% EU 1176.5 73.3% 839.7 72.5% 

CIS 183.1 13.8% 120.3 12.9% CIS 293.7 18.3% 224.1 19.3% 

*) included in the previous category. Source: The Latvian statistical office, Latvijas centrala statistikas parvalde 

CURRENCY 
Central Bank rates  

as 0f 30 May 2011  

100 USD 49.30 ↓

100 GBP 81.10 ↑

100 CHF 57.60 ↑

100 DKK 9.43 →

100 SEK 7.90 ↑

100 NOK 9.04 ↑

100 JPY 0.61 →

100 UAH 6.18 ↓

100 LTL 20.40 →

100 PLN 17.70 ↓

100 RUR 1.75 ↓

 
100 USD/SEK/RUR against LVL 
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Source: Latvia's central bank, Latvijas Banka 

MONEY SUPPLY
in LVL m Nov '10 Dec '10 Jan '11 Feb '11 Mar '11

Monetary base 1,744.2 1,755.2 1,740.6 1,796.6 1,665.9

M1 3,511.9 3,770.6 3,722.4 3,786.7 3,689.7

- Currency outside banks 775.5 807.4 790.1 795.8 795.6

M2 6,216.9 6,445.6 6,388.3 6,436.7 6,407.4

- Time deposits  2,449.8 2,430.6 2,411.8 2,405.0 2,466.9

M3 6,326.2 6,547.6 6,492.3 6,541.5 6,513.4

- Net foreign assets -1,266.0 -1,219.5 -1,180.2 -1,081.1 -1,078.3

Monetary base: Latvian currency emitted by the central bank and money on accounts held with 

it. M1= currency outside banks + demand deposits M2= M1+ time deposits (lnc in foreign curren-

cies) M3= the broad measure of money supply. Source: Latvia's central bank, Latvijas Banka 

CREDIT
The financial sector's net lending in LVL m, loan stock by the end of period 

Type of loan Nov '10 Dec '10 Jan '11 Feb '11 Mar '11

Loans to customers 12,596.6 12,399.3 12,326.6 12,193.2 12,072.0

- to private companies 5,945.5 5,772.3 5,761.1 5,687.8 5,612.0

- to individuals 5,771.1 5,740.9 5,695.7 5,654.8 5,615.6

- short term (up to 1 year) 2,142.2 2,059.7 2,063.5 2,055.1 1,999.0

- long term (over 1 year) 10,454.4 10,339.6 10,263.2 10,138.1 10,073.0

Consolidated balance   

of the banking institutions 

21,011.9 21,541.4 21,180.7 20,973.6 20,845.4

Source: Latvia's central bank, Latvijas Banka

INTEREST RATES
Average weighted annual interest rates on credits for corporation 
Term / currency Oct '10 Nov '10 Dec '10 Jan '11 Feb '11 Mar '11

Short-term (LVL) 4.85% 4.61% 4.48% 4.06% 3.98% 4.25%

Short-term (USD) 7.87% 6.12% 7.09% 6.44% 6.57% 6.20%

Short-term (EUR) 4.89% 4.83% 5.70% 4.98% 4.94% 5.64%

Long-term (LVL) 5.71% 5.52% 5.29% 5.26% 5.25% 5.21%

Long-term (EUR) 4.37% 4.43% 4.42% 4.43% 4.46% 4.52%

 

Riga Inter Bank Offered Rate (RIGIBOR) 27 May 2011 

overnight 1 month 3 months 6 months 12 months 

0.42% 0.51% 0.74% 1.31% 2.12% 

Note: Short-term credits - up to 12 months, long-term credits – over 1 and up to 5 years. 

Source: Latvia's central bank, Latvijas Banka 

STOCK EXCHANGE
Riga Stock Exchange 27 May 2011 
main list  

in alphabetic order 

Price Change 

13 May 

Change 

end of '10

↑  Grindex 6.500 + 7% - 3%

↑ Latvijas Balzams 2.840 + 23% + 42%

↓  Latvijas Gaze 6.121 - 1% + 28%

↓  LASCO 0.383     - 2% + 1%

↓ Olainfarm 2.430 - 1%  + 15%

↓ SAF Tehnika  2.573     - 8%  - 11%

↓ Valmieras SSR 0.741 - 1%   + 11%

↑  Ventspils Nafta 1.350     + 4% + 1%

 

OMX Riga index  

416.82 
Change 13 May + 2% ↑    

Change end of '10 + 6%↑ 
 

OMX Baltic Benchmark  

523.58 
Change 13 May + 2%↑ 

Change end of '10 - 2%↓ 

OMX Riga closing index  

the last three months 
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Note: The OMX Riga Stock 

Index is calculated on a con-

tinuous basis from the most 

recent prices of all shares 

listed on the Riga Stock Ex-

change's Main List and I-List. 

Index 100 = 1 January 2000 

Source: NASDAQ OMX  

Riga Stock Exchange 
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GDP 
at current prices 

Period Real growth  

year on year 

GDP in LVL m   

current prices 

GDP per capita  

in EUR 

Current account 

in % of GDP 

Q1 2011 + 3.4% 3,456 2,201 - 1.1% 

Q4 2010 + 3.7% 3,449 2,201 - 0.3% 

Q3 2010 + 2.7% 3,291 2,095 1.1% 

Q2 2010 - 2.9% 3,143 1,997 5.8% 

Q1 2010 - 6.0% 2,853 1,835 8.6% 

2010 - 0.3% 12,736 8,102 8.6% 

2009 - 18.0% 13,083 8,234 8.6% 

2008 - 4.6% 16,243 10,199 - 13.1% 

Source: The Latvian statistical office, Centrala statistikas parvalde;  

Latvia's central bank, Latvijas Banka 

CURRENT ACCOUNT
excerpts shown in LVL m 2009 2010 Jan '11 Feb '11 Mar '11 

Trade balance - 664.0 - 821.1 - 50.1 - 66.5 - 96.4 

Services 819.0 787.5 62.2 49.8 69.6 

Direct investments, net 36.2 176.6 60.0 28.9 96.1 

Current account balance 1,250.0 455.8 34.3 19.7 -17.1 

Source: Latvia's central bank, Latvijas Banka 

FOREIGN DIRECT INVESTMENT 
in EUR m 

On quaterly basis Q3 '09 Q4 '09 Q1 '10 Q2 '10 Q3 '10 Q4 '10 

in Latvia 8,222 8,072 8,346 8,461 8,702 8,250.1 

Latvian DI abroad 624.0 620.0 625.7 649.8 686.3 634.1 

Year 2005 2006 2007 2008 2009 2010 

in Latvia 4,159 5,701 7,466 8,126 8,072 8,250 

Latvian DI abroad 238.3 362.5 637.5 742.2 620.0 634.1 

Source: Latvia's central bank, Latvijas Banka 

KEY ECONOMIC DATA FORECAST 
2011 2012 

Indicator 2010 
Swed MoE Swed MoE 

GDP change - 0.3 + 4.0% + 4.0% + 3.9% + 5.0% 

Consumer prices  

(inflation) 

+ 3.0% + 4.2% + 3.5% + 2.6% + 2.0% 

CA balance, % of GDP + 8.6% 0% + 2.0%  - 2.5% 0% 

Real net wage change - 3.5% + 3.1% + 3.0% + 3.6% + 5.0% 

Unemployment rate 18.5% 15.5% 14.0% 14.5% 13.5% 

Sources: the Ministry of Economy (April 2011), Swedbank (April 2011) 

 

REGIONAL DATA
Industrial output 

Feb 2011 * 

Monthly wages (LVL) 

Jan 2011 ** 

Unemployment 

Mar 2011 

New dwellings 

2010 

Latvia's regions 

(main cities indicated  

in brackets) Industry Construction Public Private in '000  % Number  Index *

Riga region n/a n/a 376 329 63.3 14.4 n/a n/a

Riga city n/a n/a 393 336 39.3 9.9 n/a n/a

Pieriga region n/a n/a 303 300 n/a n/a n/a n/a

Vidzeme region n/a n/a 269 234 17.6 16.4 n/a n/a

Kurzeme region n/a n/a 277 277 22.1 15.7 n/a n/a

Zemgale region n/a n/a 270 250 21.5 16.1 n/a n/a

Latgale region n/a n/a 250 203 37.0 22.7 n/a n/a

National average 109.6 100.6 350 308 163.4 14.4 1340 43.0

* Index 100 = same period of the previous year. ** In addition the employer must pay social taxes amounting to app. 20% altogether.  

Source: The Latvian statistical office, Centrala statistikas parvalde 

UNEMPLOYMENT
Registered unemployed, in ‘000 and % of population in working age 

50

100

150

200

250

Q3
 0

8

Q4
 0

8

Q1
 0

9

Q2
 0

9

Q3
 0

9

Q4
 0

9

Q1
 10

Q2
 10

Q3
 10

Q4
 10 Q1
 11

5

10

15

20

25 number (left axis)

 % (right axis)

 
Source: The Latvian statistical office, Centrala statistikas parvalde 

GENERAL INFORMATION
Population: 2 237,600 

Currency: lats (LVL) = 0.702804 EUR 

In power: President Valdis Zatlers. Most seats in 

parliament Vienotiba (33%, PM Valdis Dom-

brovskis), Saskanas Centrs (29%).  

Elections: 2011 parliamentary (?), 2011 presidential

Most important tax rates: 

Income tax: individual 26%, corporate 15%  

VAT: 22%,  

Social tax: up to 33% 

COUNTRY RATING
Agency rating outlook 

Fitch Ratings BBB- positive 

Standard & Poor's BB+ positive 

Moody's Investor Service Baa3 stable 

Source: Investment agencies 

REAL EARNINGS
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 Wage index
 Consumer price index

Development of the average gross wages and inflation.

Index 100 = Jan 1996.  

Source: Centrala statistikas parvalde 


