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L. Halligan:

"That the Cold War ended in our lifetime without a general war, and a nuclear
exchange is the greatest shared boon, a true miracle — nothing beats that — it is
the thing that trumps it all." These were the words of Peter Hennessey, a very
distinguished British historian. He mentioned those words, almost in passing, in
discussion about something else on BBC Radio Four a couple of years ago.
Sitting at my kitchen table, | scribbled those words down, because they struck me
not only as extremely true and profound, but also made me wonder why we so
rarely make that observation, that the end of the Cold War, without a nuclear
exchange, without a general war, was of course a huge boon, a true miracle, that
we all benefit from.

We are here today, ladies and gentlemen, for the next hour or so, to discuss and
to take your questions on the cultural and trading relationship between Russia
and the UK, two countries close to all our hearts. When | first went to live in
Russia in the mid-1990s, it was really cool to be British. There was huge affection
for our sport, for our music, for our literature, and for our culture. There was huge
admiration for British innovation and British industry. It has been my observation,
sadly, that the Brits in Russia have not fulfilled that early promise.

Yes, exports to Russia are up, about 75% between 2009 and 2012, but from an
extremely low base. There is a more general point here: Britain, despite its
supreme trading heritage, its entrepreneurial spirit, its cultural and historic ties,
almost unparalleled around the world, its command of the English language —
British exports to the big four emerging markets, Brazil, Russia, India, and China,
remain less, ladies and gentlemen, than our exports to Belgium. | think that is a
shame. | think that is a tragedy for our children and our grandchildren, and | think
many people in this room, if they put their mind to it, could do something about
that.

We have a fantastic panel here. | will introduce them as we go, to discuss both

culture and trade, and the relationships between those two. | will start with Roger



Munnings, who of course is the head of the Russian-British Chamber of
Commerce, and who is also on the board of Sistema. Roger, do you think we

dropped the ball? Do you agree with my analysis?

R. Munnings:

| do not know that we dropped the ball. Let me say that this session was
conceived six or eight months ago when the UK and Russia were on a different
vector, a positive vector, and becoming thankfully much closer.

| do not think, to go to that period, that we dropped the ball. | think that there is
something of an inherent caution in British boardrooms in business which causes
the issue which you mentioned. It is easier not to take the risk of going into
adventurous remunerative territories. | really do think it is a challenge for British
boards today. It is not a matter of government, because we need good, strong
oversight of board performance, of course, but it is more just an issue of there
being other opportunities, so they are not willing to look in this direction. There
was, at that stage, and there is still something of a Cold War hangover, as you
said.

There is one point | would make about increasing economic relations, and in
particular, increasing cultural relations, since this year is the British-Russian Year
of Culture. The one thing | would say is that the more time that you spend with
people from another environment, the more you understand the drivers behind
attitudes. | think one of the great dangers of doing business in Russia is not
taking the time to understand the position of your interlocutor. | am not going to
comment on the politics, but | am sure that is part of it as well. | think you need to
have transparency of intention, you need to spend time building trust, sharing
what sort of person you are and what your values are. It is not necessary in day-
to-day interaction, but when something comes under pressure, when there is a

really difficult issue to deal with, then it is too easy to make the kind of quick, fast,



actually inappropriate response, because you have not spent time understanding

the hinterland and the motivations of the person you are dealing with.

L. Halligan:
Marina Loshak is the Director General of the Pushkin Museum. How do you think

the Year of Culture is going between our two great countries?

M. JNlowak:

Bbl 3HaeTe, ecnun 6bl 9 He cMOTpena TeneBm3op N He Oblna XXeHoW XypHanucra,
MOXeET B6bITb, 4 Bbl HAYEro 1 He NoYyBCTBOBAsa, MOTOMY YTO HalUM OTHOLUEHUS C
napTHepamMn 1 konneramu B bputaHum no-npexHemMmy pasBmBarOTCA NMpPeKpacHo.
OTO KacaeTcs U COTPYAHUYECTBA MexXay My3edaMu, N OPYXKECKUX CBA3EN Mexay
nogbmu. 34ecb HUYTO HE U3MEHUITIOCH U, S YyBEPEeHa, He U3MEHUTCH, YTO Obl HK
CNy4Ynnocb, NOTOMY YTO 3TO SIOAN, C KOTOPLIMU Mbl XXMBEM Ha OOHOWM MroLianke
N UrpaemMm B O4HU U Te Xe urpbl. Mbl OTNIMYHO NOHWMMaeM Apyr Apyra, U s He
3Halo, YTO LOSMKHO NMPOU3ONTU, YTODLI Mbl UBMEHUNN MHEHWE APYr O Apyre unu
yTpaTunun xenaHue pabotatb BMecTe. TpygHo cebe npeacTtaBuTb, YTO MOXET
3acTaBUTb OObLIKHOBEHHONO PYCCKOrO0 WHTennureHta 3abbiTb, Kak B AeTCTBE,
nexa ¢ 60SfbHbIM ropfioM, OH u4uTan [uKkeHca, unM Kak OH ntobosancs
nensaxammn TepHepa. A ybexaeHa, 4TO UMEHHO 3TOT CITIOXXHO YCTPOEHHbIA MUP,
KOTOPbIN ~ Mbl  HasblBaeM  KyNbTypHbIM, WANW  CEHTUMEHTaNbHbIM, WK
yenoseyecknm, abCoMOTHO YCTOMYMB, U MMEHHO B HEM cCraceHue OT Tex
cnabocTen, KoTopble BeAyT K HEeAOMOHMMaHUK U MNPOSABNSAKTCA B MOSMUTUKE.
Bcero nuwb HegonoHMMaHue unn HegopasyMeHue.

OTOT o4 Yy Hac HanpsKeHHbIn, Mbl MNPOBOAUMM MHOrO 3amMevaTtesnbHbIX
COBMECTHbIX BbICTaBOK. Hanpumep, B ceHTA6pe Mbl OTKPbIBAEM OYEHb TOHKYIO,
OYeHb aHIMUNUCKYK BbICTaBKy, nocBsdlleHHyto Ockapy Yawunbay, bepacneto u
xygoxHukam CepebpsaHoro Beka. Mbl pacckasbiBaem 0 XorapTe Ha npumepe

Halero cobpaHus U O TOM, YTO AN CO BpemeH XorapTa He W3MEHWUUCh:



MPOHUS N HAaCMELLKW, KOTOPbIMW OH Oblfl MOSIOH, akTyanbHbl U cenyac, Mup
ocrtasnca npexHum. CKOpo K HaMm rnpuesxaeT aupekTop ranepen Tent Hukonac
Cepota, ¢ HUM Mbl NnaHupyem Ha 2015 roa BbICTaBKY aHIMIMUCKOro nemsaxa, Ha
2016-n — «NOHAOHCKOW LUKOMbI», a NoTom JllocbeHa dponga n MHoroe apyroe.
MnaH pacnmcan pgo 2018 ropga.Al yBepeHa: HWYTO He MOMeELIaeT ero
OCYLLECTBUTD.

OueHb BaXHO, YTO MporpamMmma COTPyOHMYECTBA €CTb U Ha YPOBHE MarieHbKUX
My3eeB 0b6eunx cTpaH. Ee yxe peanuaytoT mysen Yotca n mysen NoneHosa. Mol
MWEM aKTUBHbIX eOUHOMbILIITIEHHUKOB C 00enx CTOPOH, NO3TOMYy S abCOSOTHO

BEPO B HEM3AMEHHOCTb HAaCTOALLETrO.

L. Halligan:

Peter Mandelson, Lord Mandelson, has been EU Trade Commissioner and the
Secretary of State for Trade and Industry in the UK. Peter, | know you spent a lot
of time in recent years coming to Russia, building relationships in Russia, and
forming an expertise in this part of the world. Does it make you sad that
relationships have deteriorated to such an extent in the last six months? This is

the worst situation we have been in since the end of the Cold Watr, is it not?

Lord Mandelson:

In a sense, it is worse than any time during the Cold War, certainly worse than at
any time since the 1960s. | think what is worth observing, though, is that, during
the entire period of the Cold War, up until the collapse of the Soviet Union, the
West and East always maintained different channels of communication and
dialogue. That was never ended. It was never as if either side wanted to boycott
the other. In that context, the political tensions and frictions were perhaps better
managed, more easily smoothed out, even though we were going through a

period when, Heaven knows, we actually had nuclear missiles pointing at each



other — and a lot of them, pointing at each other’s cities and able to create
mutually assured destruction.

We do not have that anymore, yet what has emerged in the recent period is a
loss of trust. There is a sense that the Russian government has become rather
more unpredictable in its actions, certainly in its behaviour in its immediate
neighbourhood. Certainly, these issues coming to a head in Ukraine, and the
illegal annexation of Crimea, as we see it, has produced quite a sizable crisis in
Russia's relations with Europe, the United States, and the rest of the West.

Now, you have to see this in the context of something else which is happening in
Russia, which, in a sense, may have more fundamental and longer-term
implications for the commercial and trade relationship between Russia and the
West, and that is that we are not seeing the same economic boom times in
Russia now that we saw in that decade after Mr. Putin came to office as
President of Russia. We are seeing a marked slowing down of growth, and the
prospects for Russia's economy are stalling. That is going to have the most
profound effect on how people view the Russian economy as somewhere where
people must be, must trade, and must invest. If you put that together with the
overhanging political cloud that has been created over the relationship between
Russia and Europe, and the West more widely, | think that you have to accept
that the implications for Russia are very serious. We are already seeing very
considerable year-on-year loss of foreign direct investment in Russia. We are
seeing a very sharply increased flow of capital out of Russia. You are seeing
Russia's foreign exchange reserves under really serious pressure, certainly since
the beginning of this year.

My view is that Russia needs to focus on why its economy is stalling. Primarily, it
has to look at the model of economic growth, the conditions in which that capital
flow could be reversed so that it starts coming back into Russia, how it can
create conditions in which foreign direct investment resumes its growth and

reverses that falling away. It needs to look at the structural reforms, the



conditions for doing business, and the business environment that exists in
Russia, but it also needs to address the negative sentiment towards Russia that
is building up in the West and outside, beyond its borders. The great risk is that
the politics go sour, the trust falls, and governments do not make it easier for
business-to-business relations to grow. You then see the risk of negative market
sentiment setting like concrete around Russia. When that happens, it makes it
really difficult to unpick and reverse the negative sentiment that sets in, if it does

So in that way.

L. Halligan:

But it has always been pretty negative, has it not?

Lord Mandelson:

Well, I do not entirely agree with you on that.

L. Halligan:
Outside of oil and gas, where are there British companies in Russia, outside of
BP?

Lord Mandelson:

There are chemicals, there are financial services, there are business and
professional services, there are retail services. British and European interest in
the Russian economy is certainly not restricted to oil and gas. We have seen
over time how companies, like BP, but many others, despite the ups and downs
they may experience, have shown how British and other European companies
can thrive in Russia. | believe it is possible to restore those kinds of conditions
and that more positive business environment. In order to do so, it really is
important that Russia looks at the domestic economic conditions and climate

prevailing in its own economy, but also deals with the political risk premium which



is now attaching to Russia as a result of the loss of trust and great uncertainty

that is growing from recent events in Russia's neighbourhood.

L. Halligan:

Herbert Moos is the Chairman of the Management Board of VTB Bank and also a
German national. How would you characterize the German business lobby's view
of Russia compared to the British business lobby's view of Russia? Please be

frank.

H. Moos:

Yes, | will try to be controversial. Obviously, | represent VTB first and foremost,
and so the Russian perspective on this, but if | were to compare and contrast the
British versus the German or European interest, then clearly Britain created an
amazing financial infrastructure. Many analysts agree it has overtaken New York
as the most convenient place to do business in the financial industry.

At the same time, if you look at Germany, it has created many industrial
capabilities, such as car production factories and technology, and they have
made many significant inroads in localizing those investments in Russia. You will
find a significant number of German small and medium-sized enterprises
operating there. The UK followed its own existing model by exporting financial
services primarily. Whilst Frankfurt is not said to be an important financial centre,
London has played on that strength, and perhaps maybe at the expense of
industry and other enterprises. If one looks at finance, certainly, as a Russian
bank, we have been a major beneficiary of that trend. The UK has built a very
important infrastructure in London to enlist and to attract new capital, both for the
banks and for Russian corporates. Valuations were also very favourable because
the UK was bringing in the investment flows. For a number of years, that was a

significant competitive advantage. If you remember, the first listings of Russian



companies actually occurred in New York. Then London recognized that niche

and its advantage.

L. Halligan:

In the late 1990s. It was a long time ago.

H. Moos:
Exactly, and then the UK modernized its listing rules, infrastructure, and
accessibility, and it has positioned itself as a primary centre. This was a huge

boon to Russians.

L. Halligan:

If you travel around Russian regions, you see numerous posters, be it Siemens,
be it VW, be it Liebherr, be it Knauf making plasterboard with numerous
production facilities. Do you think there is something cultural happening here,

with Germany looking both West and East by dint of its history and geography?

H. Moos:

| think that it is something to do with the risk appetite. As Roger mentioned, it
also has something to do with British boards being somewhat more considerate
and thoughtful and deliberate before they enter into this. Some of it was definitely
politics. If you look at the political environment, there is still a distinction between
how Europe and the UK handled the situation. Even if you look at the financial
industry itself, | do see a significant challenge building now. This boon, the
emergence of London as the primary vehicle for investments into Russia, was
driven primarily by Russia's need to build the economy. After the collapse of the
Soviet Union, there was a need for short-term funds to build the consumer-driven
economy. Now Russian industry itself and the companies involved, for example

Rosneft, is probably as large as the largest UK companies. Yet the offering from



the UK markets continue to be focused on emerging market funds, relatively
short-term, relatively narrow and shallow, yet Russia, as Ms. Malson said, needs
longer-term investments. It needs to restructure the type of economic growth. It
can no longer be consumer-led; it should be investment-led economic growth.
That will require longer-term investment pools. Here there is a big challenge right

now for the City of London: can they open up those pools?

L. Halligan:
And can Russia itself use its pension funds, its huge stock of savings, and

channel that?

H. Moos:
Exactly. That is the big challenge. Otherwise, Russia will start looking inwards, or
it will start looking towards the East. London has a risk of losing its historical

competitiveness.

L. Halligan:

| want to bring in Makram Azar from Barclays, but before | do, | want to ask
Mikhail Shvydkoy, who is from the President's Office on International Cultural
Cooperation. Mr. Shvydkoy, do you think that the difference in engagement on
the trade side that we have seen so far between Russia and the UK, on the one
hand, and Russia and Germany, on the other hand, is partially explained by
cultural factors? If you add up all of Germany's imports and exports to Russia’s
imports and exports, they are each other's biggest trading partners. Even with
this Chinese gas deal, Germany's trade with Russia is still bigger than with
China, even after yesterday's announcement. Is this partly a cultural thing
between these two countries? Germany has really managed to leave every other
country behind when it comes to trading with post-Communist Russia, at least so

far.



M. LLiBbIaKkoOM:

Mpexae Bcero s xoTen 6bl BO3pa3uTb flopay MaHaenbCcoHy; 66110 6bl CTpaHHo,
ecnu 6bl a1 3TOro He caenan. A He ctan Obl ynpekaTb POCCUNCKOE PYKOBOACTBO B
HenpeackasyeMoctTn nos3mumn. Kak mMHe npeacrtaBndeTcd, KOnnuaus, Kotopas
cnoxunacb Ha YKpauHe, Obina cBA3aHa C Hepa3yMHOCTbIO U HEPACYETIIMBOCTbIO
npeactaBneHnn 3anaga O TOM, YTO NPOMCXOOUT B 3TOW cTpaHe. B pesynbTaTte
Poccun octaBunn o4yeHb y3koe nosie ans madespa. NonoxeHue Kpbima — 3710
He cnefcTBue Hawewn ctpateruu, Bocxogsawen Kk 1954 rogy. MNMpudnHel cobbiTnm
BO MHOMOM CUTyaTMBHbl. M30paHHbI Hamu BbIXO4 Obll HAMMEHbLUMM K3
BO3MOXHbIX 30S1. [MoaToMy S Bbl roBOpU HE O HenpeackasyemMocT nosBeaeHuns
Poccun, a 0 TOM, 4TO MHMUMATOPbLI TEX MPOLLECCOB, KOTOPbIE MPOUCXOAUNN B
Kuese ¢ okTtsabpsa npownioro roga, oMeHb MHOroe He paccunTanu: npeanoXeHHas
nmn mogenb B Knese 3apaboTtana Takum obpas3om, YTO XBOCT Hadarn BUNATb
cobakon, a He HaobopoT. CnTyaums SOBOSMBHO CMOXHAasA, 1 TOBOPKO CO 3HAHMEM
aena, NOTOMy 4TO MOK (baMUIUIO MULWYT Ha BCEX MaLlMHAX CKOPOM MOMOLLN
YkpaunHbl. Mosi dpamunusa LUBbIOKOW, a NO-yKpauHCKM «CKOpasi MOMOLLb» —
«lWBMOKa MeaudHa gonomoray», NnodToMy s YKpauHy 3Halo, Kak roBoputcs, oT
pPOXOEHUN 0O CMepPTEN, TaM NPaKTUYECKMN BCE MOTrUSbl BIIN3KUX.

Bnpouem, He 6yaem Ha 3TOM oCTaHaBnMBaTbCA. Bbl 3aganu BONpoc, U s1 0TBeYYy.
CyTb B TOM, YTO C HEMUAMW Mbl UMEeM Aefi0 MOCMEeAHIo Thica4vy neT, a C
OputaHuamn — nocnegHue 500 neT: nepBas ToproBasi KOMnaHus Obina co3gaHa,
ecnun He owwubatocb, B 1555 rogy B MockBe. Kpome TOro, cywecrsyer
npeacTaBneHne 0 TOM, YTO aHrnM4yaHe — Haluu rnaBHble NPOTUBHUKK. A aymato,
OHO CNoXunocbk nocne Toro, kak B 1801 rogy mbl 06beanHMNUChL ¢ opaHLy3amm
N pewnnu nontn Ha MHamo. Beakoe GbiBano B Hallen UCTOPUK, K TOMY Xe B
1800 rogy OputaHubl 3axBatunu ManbTy, a [llaBen |, kak M3BECTHO, Obin

BE€JIMKUM Marmctpom ManbTumnckoro opAeHa.



Ana mMeHsa npeAcTaBfieHMe «aHrnmyaHe — Bparuy» foXxHo. HayHem ¢ Toro, 4to
MBaH po3HbIN cobupanca, ecnn B Poccun Gyget cmyTa, ybexaTb B AHrnuio.
910 6bINa ero naesa ukc, n gaxe koraa Enmnsaseta | oTkasanacb BCTynuTb C
HUM B Opak, OoH mMeuTan, 4To cOexuT B AHrnuo, U Torga Bce GyaeT XopoLlo.
Boob6uwe nucbema MBaHa po3Horo n EnunsaBeTbl — 370 Bblgatowmmnca obpasel
noboBHOM nepenuckn. MNoatomy A 6bl HEe ckasasn, 4YTO Yy Hac C aHrnmM4yaHammu
NCTOPUYECKN OTHOLLEHUS XYXKe, YHEM C HEMLUAMMW, NN YTO Y HAC HET KYJIbTYPHOro
poacTtsa.

Apyroe geno, 4yto NepmaHusa B nocnegHue 25-30 neT Oblna o4eHb Cepbe3HbIM
nocpegHukom mexay 3anagom u Boctokom. Bes Cosetckoro Coto3a N'epmaHus
Obl He obbeanHunacb.Hemubl 3TO MNOMHAT, OCODEHHO MokosneHne ctapwe 40
net. C OputaHuamum Takonm UCTOpUM He ObINo, a Bedb 3TO CEHTUMEHTanbHas
ncropmda. C 6putaHuamm Mbl He BoeBanun B 20 Beke, BpuTaHubl Bceraa Obinm
HalWMMK CcOol3HMKaMK. Yepumnnb B nmucbMax K CTanuHy nucan: «Moemy
BOEHHOMY TOBapuLLy M Apyry» — s gymato, gaxe EnbuuH Tak He obpauiancs K
Kont. Ho dakT octaeTtcss oakTOM: CEHTUMEHTasIbHble OTHOLLUEHUA C HEMLaMU
OYEeHb BaXHbl. HUKTO yxe He MOMHUT, HO [puropun PacnyTuH, KOTOporo younu
3gecb Hernoparneky, B [lepByto MUPOBYIO BOMHY rOBOPWI: HE HALO CBA3bIBATLCS
HW C dopaHLuy3amu, HU ¢ BpuTaHuaMn — HaLo Kak Bceraa ApYyXnTb C HeMuamu, u
Bce byaeT xopowo. Ero He nocnywanu, u u3BecTtHo, YeM BCE 3aKOH4YMNOCH. U
BCE >Xe, NOBTOPIO eLle pa3s: [epMaHnsa Ha CErogHsAWHUNA eHb — OYeHb BaXXHbIW
napTHep ans Poccun.

lMpuBengy npoCTOM NPOTOKOSIbHBIA MNpUMeEpP, O4YeHb MokKasaTenbHbIn. Kak
N3BECTHO, maeT rog KynbTypbl Poccun B BenukobputaHum u rofg KynbTypbl
BenunkobputaHmn B Poccun. OTkpbiBancs rog HeobblHanHO TOPXKECTBEHHO, B
30aHUK naprameHTa, ¢ yyactunem nopga-cnukepa lNanatel nopgos 6apoHecchl
[’'Coysa, Onbrmn Nonogeu, npeagcenatenen KOMMTETOB MO KynbType, MUHUCTPOB.
bbin koHuepT B Koponesckom decTuBanbHOM 3ane, oBauuun, peun. [og

OputaHckon KynbTypbl OTKpbica B MockBe B MaHexe, npucyTcTBOBan MOW



ToBapuw, lNon age KyuHcu, npeactasutens bputaHckoro coseta B Poccuu,
KOTOpbIM Npeaynpeans, 4Yto NpuaeT, HO roBopuTb He 6yaet — Henb3d. Mon
apyron ToBapvwy, cop MapTtuH [3BUACOH, reHepanbHbIn AnpekTop bputaHckoro
coBeTa, NPOCTO HE CMOr npuexaTb.

A 6 MIOHA OTKpbIBaeTCs rof pPyccKoro s3blka U nutepatypbl B bepnuHe. A Beny
NOCTOSIHHbIE MEPeroBopbl C 3aMeCcTUTENieM MWHUCTPA MWHOCTPaHHbIX Aen
lepmaHnn, ¢ OMpPeKkTopoM AenapTaMeHTa KynbTypbl repmaHckoro MAa, n ato
NOCTOSIHHbLIA Ananor, OH He npepbiBanca HuKorga. B pycckom A3bike eCTb OYEHb
BaXXHOe MoHATUE: «s crnblwy». Okasanocb, camas Tshkenas npobnema npwu
0oOLLEHNN C aHrNMYaHaMn — 3TO TO, YTOMbl FTOBOPMM U HE CrbILWNM.OTO OYEHDb
OMacHbIN 3HaK.

B atom rogy otmevaetca 450-netne co gHa poxaenus LWekcnupa, a Wekcnup,
KakK M3BECTHO, PYCCKUN aBTOP, HE aHIMMNUCKNUK, NOTOMY YTO B Poccun ero ctassr,
no-moemy, bonblue, 4yem B AHuMK, a cenyac B MockBe C OrpOMHbIM YCNEXOM
ractponupyet TeaTp «Inobycy». Mo 3akoHy Apambl, KOraa s Ha CueHe, 1 OMMKEH
pabotatb Ha napTHepa. Tak BOT, mexay AHrmuven u Poccuen puanor Ha
NOSINTUYECKOM YPOBHE npekpaTuncs, n ato nnoxo. A ¢ 'epmaHnen n gaxe c

dpaHUMen oH HUKoraa He npekpatlancs.

L. Halligan:

| must say that | often find that taxi drivers in Moscow know more about
Shakespeare than my educated friends in the West. | want to bring out Makram
Azar, who is the Vice-Chairman of Investment Banking for Barclays here in
Russia. We have heard about some of the cultural issues, and notwithstanding
the economic difficulties that Russia is going through at the moment, which Lord
Mandelson rightly pointed to, 1-1.5% growth, at best, this is still the sixth biggest
economy in the world in purchasing power parity. This is still, as we speak,

Europe's largest retail market, not by people but by value now, even though per



capita income remains USD 15,000, relatively low compared to the rest of
Europe.

Barclays seems to get that. Without giving away too much, is this a source of
constant dialogue within the bank, or do you think the bank is committed for the
long-term? Do the folks who are interested in Russia within the bank, like
yourself, have to constantly make their case, particularly in situations like now,

where there are obviously big political storm clouds?

M. Azar:

Thanks Liam. No, actually it is not a subject of debate at all. We are committed to
working in Russia, and have been for a long time. But we are focusing on what
we do best, and for this market, it is primarily the investment banking products
and services.

In the areas of wealth management, private banking and investment banking are
areas of focus and core areas for the bank for going forward. We are committed.
We are here to stay, and my presence here today with a big delegation from
Barclays is a testament to that.

If I may just go back to a few things that were covered by Lord Mandelson and
Herbert: obviously, one of the strengths of the UK economy is the service
industry and the financial sector, in particular. | would like to note that
cumulatively, in terms of foreign direct investment, the UK is still number one out
of the G7 countries as an investor in Russia. BP is leading the way, although
there are other areas outside natural resources; companies such as Unilever, for
example, have invested in Russia.

Primarily, | think the UK is one of the largest sources of capital for the Russian
economy. If you look at the amount of capital raised by Russia over the last 10
years, it is around USD 1 trillion, and that obviously consists of equity capital as

well as bonds and loans, etc. If you look at the equity capital aspect of that, which



is really a vote of confidence in Russian companies, then, after New York, the UK

has been by far the leader in terms of funding the Russian economy.

L. Halligan:

That is a city thing, is it not? If you talk to our Mittelstand compared to
Germany's, if you go to the West Midlands, the northeast of the UK, and ask
people about investing in Russia and exporting to Russia, they look at you as if
they'd like to call Security. | can say this from personal experience, and also from
a previous life as an asset manager, that German pension funds and insurance
companies, even American pension funds and insurance companies, have
invested quite heavily in Russian equities and bonds. While a lot of business in
the Russian capital markets originates from the UK and has got a UK stamp, it is
not always British money. It is British-packaged money, British-managed money,
but it is not always our long-term capital, our pension funds, or our insurance
companies. | have been to some of the leading institutional investors in the UK
and talked to them intensely about the idea of investing in Russia. Once you get
to know people, they admit that there is a big cultural lacuna here. We just
cannot get over the mindset. There is a bunch of guys sitting on the board and
saying, “over my dead body.” We literally have to wait for a demographic change

here; is that not something that you have seen?

M. Azar:

| do not think that is entirely true. First of all, one of the major export sectors for
the UK economy is services; that is what we do best. That applies to other parts
of the world. It is not only in Russia that we are not as good as the Germans from
the industrial standpoint, | suppose. Going back to funding the Russian economy,
out of USD 270 billion of bonds raised over the last 10 years for the Russian

economy, Barclays has had 26% of that: 70 billion.



L. Halligan:

That's not to be sniffed at.

M. Azar:

That money is not coming from elsewhere, so we have really led the way, but not
just at Barclays; in general, this has been the City of London. Going back to the
equity capital markets, over 90% of the equity capital market transactions that
were raised over the last 10 years were done on the London Stock Exchange.
For the Russian economy, until things change and the local pension fund system
evolves and becomes deep enough to replace foreign capital, | think the Western
markets will continue to be the main source of capital for the Russian economy,
whether it is the US or UK, and the UK is leading the way. | think that has
implications for what happens in this unstable political environment. | am sure
that it is a consideration that is being taken into account. Even this year, we are
mandated on a number of transactions to raise capital for major companies here
in Russia, including the largest potential equity transaction. That is going to be
done outside Russia, so | do not think that the Russian system is yet ready to
replace the Western pools of capital. Progressively, it might, but it is not going to
happen overnight.

L. Halligan:

Where do you think Russian capital markets are going to be in say, 20 years? Do
you think Russian equities, Russian corporates, will be a mainstream
investment? Of course, there is much less of a discount on Russian bonds than
there is on Russian equities, in general. Do you think regular British retail
investors and institutional investors will feel that Russia is, in all respects,

‘normal?’

M. Azar:



| think the elephant is in the room. That will of course depend on the behaviour of
the Russian politicians in the foreseeable future. Twenty years is a very long
period of time to predict anything, certainly in economic terms. Nobody has a
crystal ball. In the end it all comes down to confidence, trust, and predictability.
When you invest as a retail investor, or even as an institutional investor, in an
equity product, it is a long-term play. You need to feel comfortable that nothing
terrible could happen overnight, no black swan that comes out of nowhere, for
political reasons or otherwise. The first condition is one of stability and
predictability. That needs to happen first for retail investors outside Russia to be

attracted to investing in Russia.

L. Halligan:
Roger, to put you on the spot, how do you feel about the fact that quite a few
business leaders in the West, in our country and in the United States, have not

turned up here in St. Petersburg, having said previously that they would?

R. Munnings:

| think it is just an environment where they just do not want to be at the moment.
My own position is quite a difficult one, really. | was born in the UK, my parents
are English and Welsh, | am a UK citizen, and | took part in the process that
elected this UK government. If you do that, you are part of supporting your
country. Having said that, | lived in Russia for 12 years. | enjoyed my time in
Russia immensely. We built a very successful business here. | have had a good
time here and to some extent, not fully, | got to know how people think and their
attitude. It is difficult for me. | think it is much easier if you do not have that
second side of it; then you just do not come. | think that is unfortunate, actually. |
can understand it, but | was struck by Lord Mandelson’s comment. In what was
called the Cold War times, there were much bigger stakes in understanding the

position of the other country, so we worked much harder at it. | think we've all



relaxed around that. Certainly in business you do this day-to-day, because you
have to; you have to understand that you can trust your partners. That takes
time. It builds up over time and you do it by observation. You see if what they do
iIs what they say. Running an audit business here, you can imagine that, in the
1990s, it was quite important to do that. | just wonder whether we have moved
away from that intensity of understanding that was needed in Cold War times at

the administrative and political level, on both sides.

L. Halligan:
Peter, you are here. Did you hesitate before you came here? It has obviously
been a subject of debate in the UK that you are here. Did you ever consider not

coming?

Lord Mandelson:

Yes, | did consider not coming. There is a case for making a political statement
by staying away. Equally, there is a case and an opportunity to make a political
statement by coming and engaging in a debate, which | started to do this
morning already. | am in this rather curious position, a political no man's land. |
hope it is only temporary.

| know we are all speaking off the record here. My feeling is this: people
attending this Forum need to understand that where government to government
disagreements arise, they will impact market sentiment, and they will have
economic consequences. To be honest, | have felt in recent weeks and months
that the Russian government was rather indifferent to the economic and financial
consequences of their political actions in their neighbourhood. | think it is good to
bring home those with whom you can have a dialogue in Russia. Please notice,
nobody has been silencing me since | have arrived in Russia. Nobody has been
saying that | am not allowed to say what | want to say. The article that | have

written in the Financial Times today (which people who want to can go to their



website and read) makes the point that, until relatively recently, many people in
business and investors really regarded the Russian economy, the Russian
market as a must-go, must-be place to be present. What | have been pointing out
Is that that is capable of changing. Market sentiment can change. The appetite
for political risk in Russia can fall. Capital marches with its feet in pursuit of that
rather more negative sentiment. That is what the Russian government needs to
weigh more in the balance as they consider their actions and policies going
forward. That is the point | am making.

| think that Mikhail made a rather good point in response to my opening remarks.
He said that the Russian government was not acting in an unpredictable way in
relation to Ukraine. | think that Russia's response to events following the
installation of the new government in Ukraine indeed was rather impulsive. | think
it was driven more by tactics than by strategy, which is precisely why | think it
was harder to predict.

What some people in the West are arguing is that the Russian government does
seem to be laying down and pursuing a strong ideological dividing line based on
the idea of a Russian population and a Russian community stretching well
beyond Russia's borders, which the Russian government and the Russian people
at home have every right to reach out to, in whichever sovereign country they
may now be located. If the impulsiveness that we saw in Ukraine starts
developing a pattern, and that pattern starts to be reflected in some sort of
consistent, and — from a Russian point of view — more coherent policymaking in
relation to Russians ‘near abroad,’ and those Russian communities and that
Russian population which is located in the former Republics of the Soviet Union
which are now sovereign countries, then people around the world will start to get
very worried indeed. They will think that it will stimulate further and further

instability.

L. Halligan:



Really? China is not worried. India is not worried.

Lord Mandelson:

No, | do not agree with you for one moment that China is not worried. | have
been in China recently, and yes, it is true that, in a sense, China will make some
common cause with Russia, because both share a scepticism about US
adventurism and behaviour or actions in various international settings. But please
do not assume that therefore China and Russia see eye to eye on everything. |
think that if that sort of impulsive move that | ascribed to the Russian government
starts developing into a pattern of intervention or interference in other sovereign
countries, you will see China running very, very hard in the opposite direction.
Believe me, the last thing China wants to see is some sort of established pattern
or acceptance of countries intervening in the internal affairs and compromising

the sovereign independence and integrity of other countries.

L. Halligan:

Marina, we've obviously got some pretty high politics going on here. | do want to
bring the discussion back to culture here. What do you think that shared culture
can do, the admiration that British artists and British musicians have for their
Russian counterparts and vice versa? Let me tell you that | was at a wonderful
production of Uncle Vanya at the Windham's Theatre in Leicester Square just a
few weeks ago — the all-seeing Chekhov. | got to talking to the producer of the
play afterwards, a young man called Oliver King, who has set up a production
company called Belka Productions. Oliver was telling me that his production
company is devoted to bringing Russian productions to the British stage in the
original Russian with subtitles. An awful lot of his sponsorship has dried up in the
last few months as a result of Ukraine. Leading Russian actors cannot get visas
to come and perform in Western shows, for which tickets have already been sold.

The man has had a lot of problems, and yet he has battled through and the



productions which Belka has put on have been brilliantly reviewed and have
been triumphs. The production | was at got a standing ovation.

Cultural ties seem to battle through, despite the politics. Even during the Cold
War, there was huge collaboration between British and Russian artists. Does that
give you hope? Can culture play a specific role now to defuse the really

escalating situation that we have?

M. Jlowak:

[MoBTOpOCH, 1 BEPIO B YENIOBEYECKOE, B HEM3MEHHOE, B TO, UTO HE BNUSIET, KakK
ObiBaeT B Nonutuke n B BusHece, Ha 4YyBCTBO OMOpa, NOTOMY YTO A yBepeHa:
YyBCTBO lOMOpa — CMACUTESNbHbIA KPHYOK, KOTOPbIA BbITAWNUT M3 noboro
oonora.

beaycnoBHO, KynbTypa gaeT BO3MOXHOCTb OTHECTUCL APYr K Apyry ¢ 6onblimm
NOHUMaHneM, BbITb MEHEE KaTeropuyHbiMn, Tem bonee 4to GpuTaHubl — NOAU
OEeCKOHEYHO TOnepaHTHbIE N CNOCOOHbIE ChblWaTh, 3TO YaCcTb UX UCTOPUYECKON
KyNbTypbl, UX MeHTanbHOCTW. B Poccun cnbiwaT He cpasy, HO Y ecnn ycnblwar,
TO NpeBpallalTca B ABa OTKPbITbIX yxa. Mup HeogHO3Ha4eH, OH He YepHOo-
Oenbin: Ntogm 6bIBAlOT MOTUBMPOBAaHbLI Pa3HbIMU BELLLAMWN, OHU 3MOLIMOHANbHBbI, U
MNONMUTMKM B TOM YmCIie. Y HUX TOXe eCTb OONbHbIE TOYKU, U €CNN HaXKaTb Ha 3TH
TOYKMN CANLLKOM CUSbHO, TO MOLLIHOE 3MOLMOHANIbHOE Havarno MOXET NepekpbITb
BCe ocTarnbHoe. [103TOMy noHMMaHwe Opyr apyra, ymeHue cnblwatb, B 6oree
LUMPOKOM, domnocodckoMm Knwode, O6Ee3yCcnoBHO, chacuUTenbHO, W KynbTypa
3aHMMaeTCs UMEHHO 3TUMK NpobnemMamu — npobremamm 4YenoBe4ecKoro.
IMobble noaTBepXxaeHUst OBWHOCTM, Hanpumep, 4To YexoB — nOGMMBbIN
ApamaTtypr He Tonbko B Poccuu, a Lekcnnp — He Tonbko B bputaHuu, roBopsr
O TOM, YTO MUP HEU3MEHEH 1 BCe NOMAET B NpaBuIibHOM Krntove. Kaxabii u3 Hac
AOIKEH MOHUMMAaTb, YTO CyWecTByeT Mepa OTBETCTBEHHOCTU: HEBO3MOXHO
oTKasaTbCA OT NOBM K TEM NOAAM, MO OTHOLIEHWUIO K KOTOPbIM YyBCTBYELUb

cebsi OTBETCTBEHHbIM. JTO TOXE MOHATHAasA 3MOLUS.



L. Halligan:

Roger wants to say something briefly about visas.

R. Munnings:

Yes, | am sure if | let this slip, then my friends in the Embassy and the British
Consular Service would not be very pleased with me. | understand that visas
have been difficult at the moment. It is connected with a changeover in the
supplier. It has nothing to do with the specific sanction position. | think it is just

valuable to point out to the audience that this is the case.

L. Halligan:
Herbert, it strikes me that we have a huge number of Russian people in the UK,
not living in the UK, but who are sending their kids to be educated in the UK. Do

you think that is something that can help us?

Lord Mandelson:
Liam, they are not just the children of oligarchs. There are many ordinary
Russian people who want the best for their children. They are not just rich

people's kids.

L. Halligan:
Absolutely; | was going to make that point. Does that give you hope for the future
for better collaboration between these two countries that you know so well, the

UK and Russia?

H. Moos:
| think it certainly adds to the complexity of the relationship, so it is not just purely

cultural or purely economic; it has acquired the necessary complexity. Here



again, the UK certainly has a very clear competitive advantage. | think it is great.
We talked about generational change. It is also great for that new generation to
acquire what it means to be British, and hopefully retain that which is good about
Russia, and hopefully to sit at this table 50 years later and discuss how great a
relationship is building.

| would agree with Peter that there is a risk that Russian corporates and Russian
investors will not find opportunity in London anymore because investors will turn
away. Also there is a risk that London will lose the attractiveness of being that
platform for issuing capital, and increasingly Russia is looking East, if you will. If |
look at the history of my bank, VTB, the initial public offering on the London Stock
Exchange was an enormous success; the book was ten times oversubscribed.
The latest offering that we had to do was done in a format which was all listed in
Moscow, and it was all sold to a pool of non-UK investors. We had huge interest

in Norway, Qatar, new investors.

L. Halligan:

These sovereigns have a huge interest in Russia, of course.

H. Moos:

One investor is Azerbaijan, and China; new pools of capital are emerging.

L. Halligan:
Just while we are here, because this really is in your area, if | may: how is the
Voloshin Committee going? How are the efforts to build a world-class financial

centre in Moscow going? Do you see as much progress as you would like?

H. Moos:
| think there certainly needs to be more. As with everything, you can finesse this.

Here you can draw on the fact that London created this unique infrastructure that



is very favourable. Now the regulatory pendulum in London is swinging to the
point where it is very difficult to do business, and not just for Russian banks. We
are the only Russian bank in the City of London, and we are facing tremendous

pressure there, but also for the local banks.

L. Halligan:

What sort of pressure?

H. Moos:

As | said, we are the only Russian bank. We have existed in UK for about a
hundred years, so it is one of the oldest financial institutions with the Moscow
Narodny Bank. We hope to exist for another hundred years, and yet, of course,
we are not systemically important. We are a relatively small bank, we do not take
any retail deposits, and we do not use any funding from the Bank of England.
The amount of regulatory scrutiny which was imposed on us in the last few
months was clearly disproportional. It was consistent with the systemically

Important institutions.

L. Halligan:

When you are not systemically important.

H. Moos:

Yes. We were asked to run tests and we were asked to inject more liquidity and
capital, which we complied with. Fortunately, whilst Russia will be criticized for
the state of the legal system, or infrastructure, what Russia cannot be criticized
for is the state of general public finances. It runs one of the lowest public debts; it
is about 9% of GDP. The UK runs close to 100%. Russia runs a surplus budget;
most of the Western countries run deficit budgets. It has reduced, but it still has

the fourth largest foreign exchange reserves in the world.



L. Halligan:
| am interested in getting some questions from the audience, ladies and

gentlemen.

M. WWBblakon:

INopa MaHaenbCoH ckasar, YTO Mbl Ha HENTparbHON TEppUTOPUN, a S XoTen Obl
HaMOMHUTb, YTO 3TO HE no man’s land.

£ Bbl xoTen ynomsaHyTb 06 ogHOM cTaTbe, KoTopas Boiwria 16 masa Bo Frankfurter
Allgemeine Zeitung. 310 6onbwas 6eceaa ¢ kaHunepom Mepkenb. Tam Gbina
Takaa dpasa: Mbl UICXOAUM M3 TOrO, YTO B CPEOHECPOYHOM U OarbHECPOYHOM
nepcnektnee Poccusa saensetcs ctpatermdeckum napTHepom [epmanHumn. OHa
€OWHCTBEHHbIN, MoXanyn, 3anagHbli  MONUTUK, caenana cendac Takoe

3amMeyaHune, N 3TO o4eHb BaxHbIK 3HaK. Cnacumbo.

L. Halligan:

There is a question there from the young lady.

K. TanmaHoBa:

[o6pbi aeHb, meHs 30BYT Knpa TanmaHoBa, s1 U3 CaHkr-lNeTepbypra, aBnsioch
ocHoOBaTerneM KynbTypHo-obpasoBaTensHoro ueHTtpa «dom BeHya». Mou Bornpoc
CBSI3aH C OTHOCUTENBHO HOBbLIM, HO OYE€Hb BaXKHbIM M aKTUBHO pa3BUBalOLLMMCS
B MMpPE 3KOHOMUYECKMM CEKTOPOM — TaK Ha3blBaEMOW KpeaTUBHOW, unu
TBOpYecKkon, nHayctpmen. CerogHa ymecTHO 06 9TOM NOroBOpUTb, MOCKOSIbKY B
BputaHnn oHa sBRNsieTCA OpariBepOM SKOHOMWKM MOCHEAHUX §eT, HEeKUM
AHTUKPU3BUCHLIM  peLleHneM B Mepuoa MNOCTUHAYCTPUANbHOM  3KOHOMMKM.
Hackonbko, Ha Ball B3rnsg, peanbHO pas3BUTUE 3TOMO CEKTOpa B COBPEMEHHOM

Poccun?



L. Halligan:

There is a superb article now by Peter Bazalgette, who is one of our top
television producers and who is the Chairman of the Arts Council, on Britain's
prowess in the creative industries. As the young lady says, it struck me as | read
it that there is huge, huge scope for collaboration between Russia and the UK,
and massive ingrained respect in Russia, in my experience, for this aspect of the

British economy and the British psyche.

R. Munnings:

Let me comment, if | may. | think you need to look at British history from maybe
the 1970s forward. What we saw during that period was a move away from old,
redundant industries into new areas, and it was quite painful. My guess is that
because of single-city enterprises in Russia, there has to be that period of pain in
Russia as well, because many of those industries are redundant.

The question is, what happens to meaningful lives of the people who are in those
cities? The way the UK has dealt with it, and it has only really come through over
quite a long period of time, in my view, is for people to take responsibility for their
own lives and their own businesses, and for building their own businesses. Quite
a lot of those are in the creative industries, as you say. It involves personal
responsibility, it involves creating the frameworks at the government level for
small businesses to start and to prosper, to remove bureaucracy and all the
hindrances that are inherent in a large business environment to help small
businesses. It also requires a degree of funding. | think what we see in the UK
more now is that small businesses tend to not use the banking sector as much as
they did, but | think that it relates to an issue for the banking sector.

If we look at Russia's future and the diversification that was talked about earlier,
what is critically important is that it has worked out how to help people move
away from big, old-fashioned redundant areas into new, constructive areas which

give them a decent life in the future. For me, that is why Russia cannot be solely



a natural resources economy. Of course it will be a natural resources economy,

because it has so much of it.

L. Halligan:
It has come down a lot. Forty percent of the GDP was oil and gas in 2003. Now it
is 16%.

R. Munnings:
Yes, but how many people are employed is the question. The worst thing for a
country, and | know that is not the case in Russia, is to have significant levels of

unemployed people for long periods of time. That ruins the future of the country.

L. Halligan:

Peter, when you were Secretary of State for Trade and Industry, you were noted
for being a champion of small business. We have a very vibrant small business
sector in the UK, not just engaged in the creative industries, though increasingly
so. Over 50% of British people are employed in companies with less than 100
workers. Russia does not yet have that, despite having more entrepreneurial
talent then you can shake a stick at. What can Russia do to harness its
entrepreneurial talent, which | know you believe in, and create something in this

country that can rival the British SME sector and even Germany's Mittelstand?

Lord Mandelson:

| passionately believe that Russia has got to do at least three things. First of all, it
must progressively withdraw the state from economic and commercial activities
which are best done and driven by private enterprise and individual
entrepreneurship. Secondly, where the state is a procurer, it should progressively
introduce a bias in favour of smaller and more medium-sized enterprises in

supplying that state procurement. For the moment, as | saw in my own country



over many decades, but | still see it with a vengeance here in Russia, there is still
too great a prejudice in favour of, or presumption in favour of incumbents in the
market: businesses that you are familiar with, people that you know very well,
people who have been supplying you for a very long time. All manner of different
types of vested interests are creating barriers that are preventing new, smaller,
more dynamic companies from coming into the Russian marketplace and
supplying those markets, including the state sector or public procurement.

The last thing | would say is that banks and financial institutions in Russia have a
huge responsibility for supplying their own services and capital much more and
better to small and medium-sized businesses than the established, larger
incumbents. At the moment, it is not that easy to get credit out of the Russian
banking system if you are an SME, and more often than not, when you do get
that credit, it costs you more than would be the case for a larger, more
established business. | think one of the main structural forms that | would like to
see open up in the Russian economy is a tackling of those barriers and obstacles
that stand in the way of the growth of the SME sector. | would like to see a much
less state-dominated banking system, adopting a much fresher, newer approach
and attitude to extending credit to SMEs, and | would like to see the state, where
it remains present in the economy through public procurement, doing very much
more to harness the creative and innovative powers and dynamism of the SME

sector in Russia.

L. Halligan:

Mikhail, now, briefly, because I'd like to get the question from the gentleman.

R. Munnings:
Just a quick comment here. | think the UK does have experience here which is

valuable to Russia. There was a lot of pain in the UK in the 1970s and early 80s.



The point | wanted to make is that people who work in large enterprises,
particularly in a Russian corporate, government type of structure, are not ideally
suited to take responsibility, in my experience. | think there is a whole area which
needs exploration there, in terms of how you take people out of huge structures
and give them the capabilities to work on their own or in much smaller structures,
so that they are willing to be accountable and willing to take responsibility. It is an

intangible area, but it is my observation that there would be great gain there.

L. Halligan:
Briefly, Herbert on SMEs.

H. Moss:

| am just trying to link that to what | said in my other remarks about the role of
Russian banks. | think that is something where Russian banks and financial
institutions understand the risks of those investments, and they can present the
products and the package solutions to the UK market. In that respect, there is an
opportunity, if there is a regulatory motivation and regulatory inducement to that,
that Russian banks could come to the London market to present those
opportunities and package them in a way that investors are willing to take the

risk, and that is an opportunity for London.

G. Rozhkov:

Grigory Rozhkov, Director General of the St. Petersburg-London 2003
Association. | worked as a city representative in London 10 years ago, but | still
continue to cooperate with UK and other international companies. My question is
for our British colleagues. What do you expect the Russian side to do to continue
the dialogue so that cooperation is not interrupted? In St. Petersburg, we have
special ties with Manchester companies, and we hope to continue to develop

them in the future. My question is, what steps do you expect from a British SME



to continue in spite of the current situation? Not to stop the dialogue, but to

continue it. Will they be affected by the top-level relations?

L. Halligan:

Makram, you see no real impact on your institution, do you?

M. Azar:

No, | do not see an impact on my institution for the time being, but we are bigger
than an SME. We have been here for a long time. For SMEs, | do not know. |
suppose they will follow the direction that the politicians and the government will

set.

L. Halligan:
It is partly a media thing, is it not? Let me put this to you: do you think that the

British media covers Russia fairly?

M. Azar:

For me, it does not even cover even Barclays fairly, let alone Russia.

Lord Mandelson:

British media does not even cover Britain fairly.

M. Azar:
It is just the nature of the tabloid industry in the UK.

R. Munnings:
Of course it will affect small and medium-sized enterprises’ appetite for Russia.
The key question that needs to be addressed eventually is how do we rebuild

trust to take it a stage further than it has been.



L. Halligan:
Mikhail, what do you think the British side can do to maintain this dialogue?

M. LLiBbIaKOM:

>KanoBaTtbca Ha Megma BooOLEe O6ecCMbICNEHHO. OTO Kak AO0XOb, KaK CHer: B
nydwem criydae MOXXHO B3STb 30HTUK UNK oaeTbcs notennee. Hago ckasaTtb, UTO
B nocrnegHue npumepHo nonroga B lepmaHuu, Bo ®paHummn, B MEHbLLEN CTENEHN
B BenukobputaHum HabniogaeTca pasHuua BO B3rnsgax megua u obuiecTsa.
O6LwecTBO 3aHMMaeT Gornee caepXaHHy NO3MUMI0O NO OTHOLLEHWUIO K Poccun,
yem meagua. Ecnn a He owwubatochb, B rasete Zeite 6bina bonbliag crtatbsa Mo
3TOMy noBoAy, rae NpuBOAMAM MUCbMa uYnTaTenen, BO3MYLLEHHbLIX OLEHKaMu
mMegmna. A agymar, 3T0 Havanocb ¢ Onumnuagbl: kapTuHka uM3 Coum He
COOTBETCTBOBAra TEM y)Xacam, KOTOPbl€ ONUChLIBANM XXyPHasmMCThbI.

Uero mbl xxgem oT aHrnuyaH? JIM4HO 5 XAy, koraa BO30O6HOBUTCHA HOpPMaribHbIN
awnanor. A cnblwy, YTO roOBOpPUT yBaXkaeMbl nopa MaHaenbCoH, 1 cornaluarch ¢
TEM, YTO UMMNYNIbLCUBHOCTb HE MOXET ObITb cucteMon. Ho n GpuTaHubl AOSKHbI
ycnbllWwaTh Hac, yCcnbllwaTbh B YaCTHOCTUM, YTO HENb3sA CaauTbCA 3a OOWH CTON C
aHTUCEMUTaMM U NIOAbMU, KOTOPbIE XOTAT CXKUraTb ApYrux nogen. To BONpocC
ananora: Mou B3rnsabl M no3uums capa MaptmHa [aBmacoHa HECXOXWU, HO Mbl
OPYXMM, N 9 HE XO4y TepsaTb 3Ty ApYyxOy. He cTtomT 3abbiBaTh, 4TO NOAM MOTYT

OPYXUTb, AaXe eCrnn nx B3rmaabl He coBnagatoT.

L. Halligan:

I'd like to give the last word to Marina, but before | do: Peter, you are an
extremely sophisticated observer of the British media, as we all know. Just
briefly, what is your view of how Russia is covered from a business point of view?

Do you think Russia gets a fair crack of the whip in the leading British



newspapers, not the tabloids, but the ones that business leaders and aspirant

SME exporters read?

Lord Mandelson:

| am not sure that | am not more a sophisticated victim of the British media than
an observer of the British media. I've learned through experience.

To be honest, | think that there is a tendency in some parts of the British media to
make assumptions about Russia, to ascribe particular views held in Russia to the
population as a whole, to generalize from the particular in a much more cavalier
way than they would do in the case of other countries’ leaders and communities
as a whole. | think there is a sort of default position which is very easily and
quickly gone to in the media, which is to find fault, to exaggerate, to generalize
and to point an accusing finger. That is the sort of default position that many in
the media have in relation to Russia.

But then | would have to say that Russia therefore has to be all the more careful,
and its political leaders and its government needs to be all the more careful not to
conform to other peoples' stereotypes. If you know what is coming toward you
down the track is a sense that you are a rather expansionist country or a rather
controlling set of political leaders, or that you have the tendency to help yourself
by reaching into other people's lands or populations or economies or whatever:
be careful what you wish for. Behave counterintuitively, or more reassuringly, or,
if you think that something you are going to do is capable of misrepresentation or
misinterpretation, then get your communications in at the beginning, rather than
bolted on at the end, to try and explain what you are doing and why.

In other words, where there is the potential for misunderstanding and
disagreement, there is a huge premium on more dialogue, more diplomacy, the
greater use of political context, rather than less. | think that is something which is
overlooked or ignored on both sides, but | have noticed it, | have to say, in

Russia. There is a sense that “We are not going to be patronized any longer by



the West, we are not going to be humiliated, we are not going to be treated like
second-class international citizens. We are on par with these people, and until
they realize it, we are not going to bother talking with them in the way that they
expect us to do.” When you get into that sort of downward spiral, you know that
you are heading towards the very lowest common denominator of contact and of
communication of relationship.

R. Munnings:

| think Peter makes a big point about communication and over-communication
when you are likely to be suspected of other things. My observation would be,
having lived here for 12 years, it is not the strong point of leadership of business
or politics to explain intention. | think transparency of intention is fundamentally
important when you are in a really complex, difficult area. The point | wanted to
make was that the problem of SMEs in the UK right now is that UK Tl and our
Foreign Office...

L. Halligan:
Our trade body that helps SMEs to export has recently been revamped and

refinanced.

R. Munnings:

Yes, and they are completely focused on the political issue, so there is no help
available there, and if anything, the messages coming out of there will be
understandably negative. The Russian-British Chamber of Commerce is
obviously there to help in such circumstances, but the bigger point is that
negativity is really a bad thing.

L. Halligan:

Now the final word to Marina. Very briefly, we are out of time.



M. Jlowak:

Bbl yXe noyyBcTBOBanuM, 4YTO S CcCambil  yNpAMbIA  ONTUMUCT U3 BCEX
cobpaBLuMxcs. 3aKOHYY S TOXEe ONTUMUCTMYECKU. XO4y MnoxenaTtb, YTobbl Mbl,
kKak ctapbin [)xemc dopcanT, y3HaBanu nnoxme HOBOCTU NocneaHnmm m Obinm
TaK e purnocodCckn HacTpoeHbl, Kak ero 6pat [xonuoH dopcant. Ewe xouy

CKasaTb: XoO4nUTE B My3€EMN.

L. Halligan:
Thank you, Marina. Thank you, Makram, Herbert, Mikhail, Roger, and Peter as
well. | have really enjoyed the session, and, ladies and gentlemen, please give

our fantastic panel another round of applause.

M. Shvydkoy:

And special thanks to our moderator.



