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Mid May 2015 – this is of interest:

- China Seeks to Develop Global Seed Power.

- China, Russia and the Tussle for Influence in Kazakhstan.
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Welcome

Dear Reader,

Syngenta AG, the world’s largest maker of agricultural chemicals, rejected a 41.7 billion 
Swiss-franc ($45 billion) takeover offer from U.S. rival Monsanto Co., saying it 
undervalued the company and a merger would have significant execution risks. 
According to Bloomberg.  Could it be that a Mandarin speaking “white knight” enters 
the scene?

Kazakhstan's vast energy reserves and their unique geopolitical position have both
Russia and China in a tussle for influence in this exciting market. The present conditions
offer interesting opportunities for investors.

Thomas Pierre Trinkler
CEO, Partner
Trinkler & Partners Ltd, Zürich
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Much is heard in Australia about becoming a
‘food bowl for Asia’, though this related
aspect fails to rate a mention. The Wall
Street Journal on 23/3/15 ran an article
under the above title, which adds vital
perspective: “A fight over a small maker of
crop seeds in China last year sheds light on
how Beijing plans to secure its food
resources by building an answer to
Monsanto. The world’s second-largest
economy needs a seed developer that can
hold its own in the country’s $US17 billion
seed market against global agri-business
giants including DuPont and Syngenta. Last
year, state-backed Hunan Xindaxin launched
an unsolicited $60 million bid for Origin Agri-
tech, a Nasdaq-listed seed developer that
controls the rights to China’s first genetically
modified corn. Agritech eventually rejected
the bid in November. But the Beijing
company’s top executives believe Xindaxin is
readying another attempt as China looks to
find a national champion that can keep
foreign giants at bay while significantly
increasing the country’s spending on R&D …

“Heavily overworked arable land and slowing
yields from local seeds have raised questions
among officials about the viability of meeting
China’s food demand by domestic means
alone. But Beijing wants its producers to be
in a position to make seeds that can compete
with foreign products before the market
opens up.

Warren’s View: China Seeks to Develop Global 
Seed Power.

Last year, 20% of the world’s computers and ⅔ of the world’s iPads were made in Chengdu.

Despite the country’s consumption heft,
China’s seed makers are too small and
scattered for the government to corral in
pursuit of controlling the biotechnology
that underpins the competitive power of
global seed manufacturers.” It is interesting
to note in this regard that The Wall Street
Journal reported at the end of March that
Cofco (China National Cereals, Oils and
Foodstuffs Corporation), little known
globally but pervasive in China, is bulking
up to become the Chinese answer to US
grain and meat giant Cargill. Cofco already
owns food production assets on five
continents and is currently on a
determined shopping spree.
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How to invest:

1. Syngenta  (SYNN VX), ISIN: CH0011037469 

Syngenta is the world’s leader in integrated crop protection and #3 in seeds.
Monsanto’s unsolicited takeover bid for 449 CHF/share has unanimously been rejected by Syngenta’s board on
the grounds that this deal bears a high execution risk, especially from anti-trust agencies, given the dominant role
of the two companies in the seed business. Valuable assets would have to be sold or spun off, usually below their
fair value. Moreover, Monsanto’s bid seems to be largely tax-driven.

In view of China’s eagerness for a catch-up in the field of seed technology, Syngenta could be a very interesting
target for Chinese state-owned enterprises like Hunan Xindaxin Co. which are active in the area of agricultural
technology. China’s state-owned companies and ministries have deep pockets and could easily finance a takeover.

SYNN VX: listed on the Swiss Exchange, headquartered in Basel, 29’000 employees in over 90 countries, 15 bn
USD revenue, 7 bn USD gross profit, EBITDA margin of approx. 18%, very low level of indebtedness compared to
industry average (all figures for full FY 2014). Dividend yield: 2.73%, estimated P/E ratio: 20. At 402 CHF/share, i.e.
even after the takeover bid, the company is still attractively valued, but investors bear a higher risk that the
takeover might not materialize.

Current price:  402 CHF
Price target: 500 CHF,   speculative

Copyright:  Syngenta Source: Bloomberg

Sebastian’s Take: Seed Power
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2. China Agri-Industries Holdings  (606 HK), ISIN: HK0606037437

China Agri-Industries Holdings is a subsidiary company of COFCO (China National Cereals, Oils and Foodstuff
Corporation), China’s largest food processing & -manufacturing company.
China Agri-Industries Holdings specializes in the production of processed agricultural products (oilseeds, wheat
and rice) in Mainland China. It is also active in the fields of biofuels and biochemical research.

Given the industry’s strategic importance, it is worthwhile to have a closer look at the major players in China.
While China Agri-Industries Holdings’ profitability is not yet satisfactory, it can nevertheless be considered as an
interesting turnaround candidate.

Listed on the Hong Kong Stock Exchange and headquartered in Beijing, China Agri-Industries Holdings employ
30’000 staff, almost entirely in Mainland China. 12 bn USD revenue, 550 mio USD gross profit, EBITDA margin of
approx. 1% (all figures for full FY 2014). Dividend yield: 1%, estimated P/E ratio: 28.

Current price:  4.15 HKD
Price target: 5.00 HKD

Copyright:  Marketresearchreports Source: Bloomberg

Sebastian’s Take: Seed Power
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The Diplomat ran an article under this title on
23/3/15 by Arthur Guschin, a senior analyst
at Singapore’s Rajaratnam School of
International Studies (RSIS). Following is a
summary: “Until recently, Central Asia played
only a modest role in world politics, a
reflection of its economic weakness, domestic
problems, and distrust of integration. Russia’s
presence in the region as the primary political
mediator and economic partner was
incontestable. In the last few years, though,
China’s growing economic interest in Central
Asia has come to be seen in Moscow as a
threat to its influence. Russia is watching
closely the Silk Road Economic Belt Initiative,
which would give Beijing the dominant role
and could supplant the Eurasian Economic
Union (EEU). With Kazakhstan the core state in
any integration project in the region, it looks
set to become the frontline of the tussle
between China and Russia for regional
influence.

“Driving Russian policy in Kazakhstan are the
activities of four major Russian energy
companies: Gazprom, Lukoil, Transneft and
Rosneft. These firms allow Moscow to keep
Astana within the sphere of Russian interests
and help prevent Beijing from dominating
Kazakhstan’s economy. Their participation in
local energy projects gives Russia access to oil
and gas reserves, while binding the two
countries in the energy, transport, space and
agriculture sectors.

Warren’s View: China, Russia and the Tussle for 
Influence in Kazakhstan.

Last year, 20% of the world’s computers and ⅔ of the world’s iPads were made in Chengdu.

The basis of the partnership rests on agree-
ments covering petroleum contracts and
energy supplies transiting through Kazakh-
stani and Russian territory to European or
Chinese markets. Currently, the leading
Russian investor in Kazakhstan is Lukoil,
which operates seven projects and has a
stake in the cross-country pipeline Caspian
Pipeline Consortium (CPC). In 2013, 32.7
million tons of oil was pumped through the
pipeline, 28.70 million tons of it exported
from Kazakhstan …

“As a result of Russian investment over the
last 15 years, Moscow has developed a
robust position in Kazakhstan fuel and
energy, and guaranteed a consistent transit
of energy resources. The participation of
Russian companies in strategic energy
sectors forces Astana to consider Moscow’s
interests and policies. Cooperation between
Russia and Kazakhstan in promising fields
and the potential construction of the Pre-
Caspian gas pipeline form a future
cooperation vector that means new
investment for Kazakhstan while allowing
Russia to keep Chinese influence at bay.
Apart from oil and gas, Russia is also
competitive in the nuclear industry, and
here as well Moscow seeks to expand its
footprint in Kazakhstan. Currently, there are
five joint uranium mining ventures, with
Russia represented by the company
Uranium One. Russia is also a strong partner
for Kazakhstan in military and space sectors.
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The long-term lease of the space-launch
complex Baikonur ensures space ties to 2050.
Moreover, The Russian Federal Space Agency
Roscosmos has an agreement to continue
cooperation with KazCosmos, its Kazakhstani
equivalent, until 2030 … Finally, this year
Russia, Kazakhstan and Belarus launched the
EEU …

“Two core issues define Chinese policy
towards Kazakhstan: first, the development of
the Xinjiang Uygur Autonomous Region
through interregional cooperation, roads, and
railway construction; and second, obtaining
access to Kazakhstan’s resources … and the
reliable transit of Turkmen gas to China. In
addition, Beijing seeks to expand the
presence of Chinese goods in Kazakhstan’s
markets, bind Astana economically with
financial aid and credits, deepen cultural ties,
and influence the new elite generation with
soft power activities. At this stage, economic
collaboration between China and Kazakhstan
is backed by Beijing’s efforts in oil and gas
field development, as well as in constructing
or renovating the pipeline network to meet
China’s demand for resources. China clearly
hopes to be a permanent actor in rich Pre-
Caspian oil projects and to boost its stake in
the Kazakhstan oil and gas industry from the
current 22-24%. The volume of Kazakhstan oil
being pumped through the Kazakhstan-China
pipeline is meanwhile on the rise … China’s
national strategy of replacing coal with gas is
driving it to diversify its gas supply routes.

Warren’s View: China, Russia and the Tussle for 
Influence in Kazakhstan.

Last year, 20% of the world’s computers and ⅔ of the world’s iPads were made in Chengdu.

As a consequence, Turkmen gas is being
transported through Kazakhstan on its way
to China, which will benefit from less air
pollution and a reduced burden on its
transportation networks. (Currently, coal
haul-age occupies 50% of China’s railway
capacity).

“However, China is not focusing on oil-gas
negotiations alone; it has its eyes on other
sectors of the Kazakhstani economy. For
instance, China is an important end market
for uranium … China’s “Go Out Strategy”
ensures robust investment in its neighbour
Kazakhstan. According to the National Bank
of Kazakhstan, the gross inflow of FDI
totalled $US24.1 billion in 2013, with China
accounting for 9% and Russia 5.4%. Going
forward, China is clearly set to dominate in
the realm of investment … China has also
extended substantial loans to Kazakhstan,
with Astana currently owing Beijing $15.8
billion, almost four times the amount it
owes Moscow. Although Chinese funds are
helping create joint ventures, rebuild vital
infrastructure (in particular, the Kazakh
stretch of the road to Western Europe),
there is rising concern in Kazakh-stan about
the ‘China threat’. This has the potential to
trigger the kind of unrest seen in Kirgizia,
Uzbekistan or Vietnam. To counter this,
Beijing is pursuing a soft power strategy to
improve its image.
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There are more than 20 scientific centres
dedicated to Central Asian studies in China.
Beijing opened four Confucius Institutes … and
offered places at Chinese universities to more
than 10,000 Kazakhstani students …

“The advantage of Russian policy in
Kazakhstan lies in the shared heritage in the
form of the Soviet Union. As a result of
economic interdependence during that period,
Russia retained its position in Kazakhstan’s
economy and was able to deepen integration
between the countries. Moreover, the current
elites received their education in the USSR, in
the process building strong ties that have in
turn facilitated good and functional relations
There were 3.7 million ethnic Russians in
Kazakhstan in 2013, representing nearly 22%
of the total population. The weakness in
Russian policy towards Kazakhstan applies to
its Central Asian policy in general: Moscow’s
quest for influence in the former Soviet lands
comes up against Central Asian states’
insistence on their sovereignty and their
unwillingness to accept satellite status. In this
case, Russian aid and investment are seen very
much as tools of hard power, and Moscow
struggles to craft an image as a reliable
partner or donor … Young people in Central
Asia today are more interested in studying in
China, the growth miracle, and this has
reduced the opportunity for Moscow to
develop a new generation of Russophiles.
China’s policy strengths in Kazakhstan are

Warren’s View: China, Russia and the Tussle for 
Influence in Kazakhstan.

Last year, 20% of the world’s computers and ⅔ of the world’s iPads were made in Chengdu.

based on three components. First, it
benefits from a multifaceted, long-term
approach that is less susceptible to political
vicissitudes, since its Central Asia strategy is
coupled with the development of its
troubled Xinjiang region … Second, China
possesses vast financial resources, which
will drive deeper investment and credit
relations with Astana. Third, Beijing
influences political decisions through
economic relations and is able to avoid the
more over-bearing approach associated
with Russia.

“The most pressing problem in the
Kazakhstan-China-Russia triangle is
competition for uranium resources … The
second significant element in China-Russia
rivalry in Kazakhstan is the question of the
next stage of SCO (Shanghai Co-operation
Organisation) development, in particular, its
economic component. Here too, Moscow
and Beijing cannot reach agreement on the
creation of an SCO Development Bank and
further economic integration of the
organisation … Beijing … has lobbied for the
launch of the … Bank … and is ready to kick
in $10 billion. However, Moscow’s fear of
relinquishing its leadership position and its
inability to allocate substantial funding has
driven it to block the Chinese initiative …
Similarly, Moscow will need to respond to
Beijing’s efforts to create an SCO free trade
zone, a potential competitor to the
Customs Union and a threat to national
markets given the low price of Chinese
goods. Kazakhstan has a difficult path to
walk” 1)
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Interestingly, the Eurasia Daily Monitor
reported on 15/4/15, in an article headlined
‘China Strengthens Clout in Kazakhstan Amid
Russian Weakness’, that: “Unlike Russia,
known for its preference for sticks over carrots
in relations with its neighbours, China is
pursuing a cautious regional strategy. Dubbed
the Silk Road Economic Belt, Beijing’s
approach is, first and foremost, aimed at
securing the allegiance of Kazakhstan and
other Central Asian regimes through a broad
set of economic incentives. Meanwhile, the
common currency debate, recently reignited
by the Kremlin, is just one of the many
examples of Russia’s forceful insistence on
unsustainable policies that have an additional
disadvantage of further stirring up anti-
Russian sentiment.”

Warren’s View: China, Russia and the Tussle for
Influence in Kazakhstan.

Last year, 20% of the world’s computers and ⅔ of the world’s iPads were made in Chengdu.

1) World Politics Review on 8/4/15 ran a
7/4 piece by Richard Weitz entitled “For US,
Dividing China, Russia in Central Asia Easier Said
Than Done.” Following is the opening portion:
“Beginning in January and accelerating in the last
week of March, senior State Department officials
have been making high-profile speeches on US
interests and policies regarding Central Asia. The
policy rollout culminated on March 31, when
Deputy Secretary of State Antony J. Blinken
delivered a speech at the Brookings Institution on
Washington’s long-term vision for Central Asia.
Combined, the speeches offer insight into
Washington’s approach to the resource-rich and
highly contested region. As some observers have
pointed out , one novel element of that approach
is an explicit US attempt to praise China’s growing
presence in Central Asia, while condemning that
of Russia. The presumption behind the rhetorical
framing seems to be that Beijing can help check
Moscow’s resurging influence in the region.
However, the general harmony and occasional
mutual support China and Russia offer each other
in Central Asia will make it difficult for Washington
to exploit their modest divisions.”
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Last year, 20% of the world’s computers and ⅔ of the world’s iPads were made in Chengdu.

Supply and distribution of electricity can be
erratic because of regional dependencies, but the
country is moving forward with plans to improve
reliability of electricity and gas supply to its
population.

At the end of 2007, global financial markets froze
up and the loss of capital inflows to Kazakhstani
banks caused a credit crunch. The subsequent
and sharp fall of oil and commodity prices in 2008
aggravated the economic situation, and
Kazakhstan plunged into recession. While the
global financial crisis took a significant toll on
Kazakhstan's economy, it has rebounded well,
helped by prudent government measures. Rising
commodity prices have helped the recovery.
Despite solid macroeconomic indicators, the
government realizes that its economy suffers
from an overreliance on oil and extractive
industries, the so-called "Dutch disease." In
response, Kazakhstan has embarked on an
ambitious diversification program, aimed at
developing targeted sectors like transport,
pharmaceuticals, telecommunications,
petrochemicals and food processing. In 2010
Kazakhstan joined the Belarus-Kazakhstan-Russia
Customs Union in an effort to boost foreign
investment and improve trade relationships. The
Customs Union evolved into the Eurasian
Economic Union in January 2015. During 2014,
Kazakhstan’s economy was hampered by Russia’s
slowing economy, the weakening ruble, falling oil
prices, and problems at its Kashagan oil field.
Kazakhstan devalued its currency, the tenge, by
19% in February and in November the
government announced a stimulus package to
cope with the economic challenges.

www.cia.gov/library/publications/the-world-
factbook/geos/kz.html

Kazakhstan, geographically the largest of the former
Soviet republics, excluding Russia, possesses
substantial fossil fuel reserves and other minerals and
metals, such as uranium, copper, and zinc. It also has a
large agricultural sector featuring livestock and grain.
In 2002 Kazakhstan became the first country in the
former Soviet Union to receive an investment-grade
credit rating. Extractive industries have been and will
continue to be the engine of Kazakhstan's growth,
although the country is seriously pursuing
diversification strategies. Landlocked, with restricted
access to the high seas, Kazakhstan relies on its
neighbours, especially on Russia, to export its
products, including oil and grain. Although its Caspian
Sea ports, pipelines, and rail lines carrying oil have
been upgraded, civil aviation and roadways continue
to need attention.

Sebastian’s Take: Kazakhstan’s Basics.
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How to invest:

1. KazMunaiGas Exploration Production JSC   (KMG LI), ISIN: US48666V2043

KazMunaiGas Exploration Production JSC (KMG EP) is a listed subsidiary of the state-owned National Company
KazMunay Gas JSC and one of the top three oil production and gas exploration companies in Kazahkhstan. The
company has been formed in 2004 by the merger of Uzenmunaigas JSC and Embamunaigas JSC.
The company produced 12.3 mio tones of crude oil in 2012 of which 50% were exported. Average production cost
is 16.1 USD/barrel, hence very competitive. Export duties to Russia are over 50%: this is why the company
welcomes export opportunities via other countries, such as China.

Headquartered in Astana, Kazakhstan, the company employs 22’000 staff. KMG EP is listed on the Stock Exchange
of Kazakhstan, while its GDR (global depositary receipt) is traded on the London International Exchange for easier
access. While investing in Kazakhstan implies a high country risk, one has to bear in mind that there are plenty of
undervalued companies and potential “investment pearls” like KazMunaiGas Exploration Production JSC.

Key figures:
4.5 bn USD revenue, 517 mio USD gross profit, EBITDA margin of approx. 29% (all figures for full FY 2014).
Dividend yield: 15% (!), estimated P/E ratio: 9.40.

Current price:  11.95 USD
Price target: 17.50 USD,   

Copyright:  KazMunayGas Source: Bloomberg

Sebastian’s Take: Kazakhstan:KazMunayGas
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Warren Reed was an Australia-Japan Business
Cooperation Committee scholar in the Law
Faculty of Tokyo University in the 1970s. He
later spent ten years in intelligence and was
also chief operating officer of the Committee
for Economic Development of Australia.
Following two years’ national service in the
Australian Army, Warren Reed studied at the
University of Tasmania, graduating in political
science and winning the university’s prize in
international relations. Later, as an Australia-
Japan Business Co-operation Committee
Scholar, he carried out research on Japan’s
relations with China and the rest of Asia in the
Law Faculty of Tokyo University. He then
worked for an Australian resources company
in Japan, before being recruited into the
Australian Secret Intelligence Service (ASIS).
After training with MI6 in London, he served
as an intelligence officer for ten years in Asia
and the Middle East

Meet the Authors

Later, he worked as a consultant to Australian
firms operating in Asia, published a number of
books on the region and also worked for three
years as chief operating officer of the
Committee for Economic Development of
Australia. More recently, he has been occupied
in writing, lecturing and commenting in the
media on intelligence and security matters, as
well as on the emergence of China and India
as global players
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Sebastian C. Steib worked from 1988 until
2014 for UBS AG and its predecessor bank
SBC. From 2013 until 2014, when he became a
partner with Trinkler & Partners LTD, he
managed portfolios for UBS's ultra high net
worth clients in Latin America.
From 1996 until 2013, he led a multi-asset
portfolio management team of UBS Global
Asset Management with assets under
management of approx. 50 bn CHF. He has
been FX Risk Management Adviser with SBC in
Singapore (1993 - 1996) where he has been
responsible for covering the central banks in
South East Asia, having undergone a rigorous
education with the Chicago-based options
trading boutique O'Connor & Partners LLP.

Meet the Authors

Education:
Sebastian holds a M.Sc. (Econ) with honours of
the University of Basel and passed the
industry exams, such as CEFA (Chartered
European Financial Analyst) and GARP-FRM
(Financial Risk Manager). He is fluent in
German, English, French, Spanish, Portugese
and Italian and has basic knowledge of
Mandarin.
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Disclaimer
Copyright © 2015 by Trinkler & Partners Ltd. All rights reserved. Redistribution, reproduction and/or photocopying in
whole or in part are prohibited without written permission. This document does not constitute an offer of services in
jurisdictions where Warren Reed and Trinkler & Partners Ltd, do not have the necessary licenses. All information
provided is impersonal and not tailored to the needs of any person, entity or group of persons. Past performance of
an index is not a guarantee of future results. A decision to invest in any such investment fund or other investment
vehicle should not be made in reliance on any of the statements set forth in this document. Prospective investors are
advised to make an investment in any such product or other vehicle only after carefully considering the risks
associated with investing in such product, as detailed in a the term sheet or similar document that is prepared by or
on behalf of the issuer of the investment fund or other vehicle. It constitutes neither an offer nor a request by or on
behalf of Warren Reed and Trinkler & Partners Ltd. to purchase or sell securities. Inclusion of a security within the
„Meeting of the Minds“ is not a recommendation by Warren Reed and Trinkler & Partners Ltd. Indices to buy, sell, or
hold such security, nor is it considered to be investment advice. These materials have been prepared solely for
informational purposes based upon information generally available to the public and from sources believed to be
reliable. No content contained in these materials (including index data, ratings, research, valuations, model, software
or other application or output therefrom) or any part thereof (content) may be modified, reverse-engineered,
reproduced or distributed in any form or by any means, or stored in a database or retrieval system, without the prior
written permission. No warranty is given as to the accuracy or completeness of this information and no liability is
accepted for errors or omissions in such information.

Sebastian C. Steib

CIO and Partner 

Trinkler & Partners Ltd
Wealth Management
Dufourstrasse 107
8008 Zürich

T + 41 (0)44 390 2800
F + 41 (0)44 390 2804

www.trinklerpartners.com
scs@trinklerpartners.com
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