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The 215 Century Silk Road: A Web of Choices

“To follow the Silk Road is to follow a ghost. The road forks
and wanders wherever you are. It is not a single way, but
many: a web of choices.”

Colin Thubron Shadow of the Silk Road

Sanctions created the need for Russia by-pass routes. The sanctions against Russia, especially the voluntary
boycott of Russian ports and transit routes by the world’s major transport and logistic companies, created the
need for alternative routes to carry the growing volume of trade between China and Europe. This has created
considerable interest and investment in new or expanded, trade routes crossing the Caucasus and the Caspian
Sea into Central Asian states on route to China.

TRACECA is the EU’s main focus. The EU, EBRD, and other IFIs are investing heavily in the TRACECA, or so-
called Middle-Corridor, route which is the main Russia by-pass to China. Trade volume has been growing very
fast since early 2022 and projections are for further rapid expansion to end the decade.

Caspian is shrinking. The problem for the TRACECA trans-Caspian route, from Baku to the northeastern
Kazakhstan ports, is that the level of the Caspian Sea is shrinking on a gradual basis. It means that dredging
costs will continue to grow and the logistics of port operations, on the Kazakh side, will become more difficult.

China wants more secure land routes. Beijing has spent billions on the BRI (Belt & Road) network to carry
goods to export destinations and to import critical materials. The reason is partly economic (sea routes, albeit
slower, are considerably cheaper) but also because China is fearful of a trade conflict with the U.S. and the
danger of a boycott or blockade of its ports. Land-based routes are considerably safer.

Moscow also needs new trade routes. Russia is now blocked off from direct trade with the EU — previously its
biggest trade partner — as almost all border crossings are now closed. Moscow is more reliant on trade routes
coming from the Caucasus (Turkiye via Azerbaijan and Georgia) or Central Asia (via Kazakhstan, Kyrgyzstan,
and Turkmenistan). It is investing heavily in the INSTC. rail line which connects St. Petersburg with the southern
Iranian ports and, from there, by ferry to Dubai and Mumbai.

Iran is also using the new trade routes. Iran formally signed a free trade agreement with the Eurasian
Economic Union (EaEU) late last year, although the agreement has been informally in place for several years.
It means that Iran is now rapidly growing trade with Russia and Central Asia and is hosting more and more rail
and road traffic, both carrying its goods and transiting to its ports for onward export.

Afghanistan is the big prize. China, Uzbekistan, and Iran are engaged in studies looking at possible options for
rail transit from south-east Central Asia and the Iran Gulf ports. Security is the major concern so the threats
made by several active IS splinter groups are expected to delay any such projects for many more years.

Boosting regional traffic. While the main investment is in transit routes, the expanding networks also create
opportunities for expanding regional trade and opening the transit countries to much greater global trade.

Investment opportunities. The 21 Century Silk Road creates opportunities for investors in infrastructure, such
as trains and wagons, signaling, safety and maintenance services, and equipment, as well as Caspian Port and
Land Port facilities. Shipping is also a major beneficiary as the Caspian is set to become one of the world’s
busiest water transport corridors. Investors are also looking at those manufacturing, mining, and agriculture
sectors which will benefit and expand because of the new routes, such as tourism, and cheaper, more efficient
export routes from countries that previously struggled to reach global markets because of poor logistics.
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Eurasia Region Coverage

Macro-Advisory provides bespoke due diligence — including comprehensive regulatory and industry
power and influence mapping services - and in-depth analysis of macroeconomics, politics, key-
industry trends, business opportunities, and risk assessment across all Eurasia states plus macro-
level coverage of Afghanistan and Iran. This report provides a top-down review of the key topics in
Kazakhstan in summary format. We provide greater depth and analysis for clients as requested.
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Main Routes - Summary

Key sector coverage. Transportation and logistics are identified as Key Strategic Industries in the

Eurasia region. Macro-Advisory closely monitors all aspects of the development of the increasing

number of cargo transit routes in, and around, the Eurasia region. Listed below are the main routes

now in operation, are at the advanced planning stage, or have been proposed.

Top-down overview. This note aims only to provide a summary of the key points of each project

and to highlight some of the opportunities and challenges for investors and operators. For our

clients, we provide deeper coverage and analysis for the theme or individual projects.

Refer to separate reports for oil and gas transportation coverage.

TRACECA / Middle Corridor

INSTC

Southern Transport Corridor

Southern BRI Corridor

Tirkiye -Turkmenistan-lran

Kazakhstan Rail

Oman to Uzbekistan Rail

The EU-backed and EBRD-funded route is primarily focused on the
Baku to Kazakhstan crossing in Central Asia. There are concerns
over the shallow waters in the northern Caspian and Turkmenistan
is pushing for a second transit route from Baku via Turkmenbashi.

The major rail line connecting Russia with India via the Iranian port
of Chabahar will have a link to Turkmenbashi and can carry cargo
coming from Azerbaijan and Turkey onto both Russia and India.
Russia's trade with Iran grew by almost 60% last year due (mostly)
to INSTC (to 300,000 tons).

This will make use of ships and ferries using Russian and Iran ports,
connecting to Central Asian and Chinese bound rail networks via
Turkmenbashi.

China has built two major rail lines to Europe via the Caspian, which
allow trains to by-pass Russia: the northern route via Kazakhstan
(and from Atryau to Baku) and the southern route which transits
(and with planned expansion) Uzbekistan to Turkmenbashi as well
as branches south to Turkey and Iran.

Tirkiye has proposed building a high-speed rail line for cargo transit
via Turkmenistan to Iranian ports and onwards to Gulf states, India,
and East Africa.

President Tokayev has proposed building a high-speed rail line for
cargo to transit via Turkmenistan, Uzbekistan, and Iran. This is only
at the concept stage yet, but Russia is also keen to join as it would
allow access to Siberia and Far East region cities to markets.

Oman and Uzbekistan have proposed another high-speed cargo link
from Iran (with a ferry connection from Oman) to Central Asia. The
route would by-pass Afghanistan (security concerns) and transit via
Turkmenistan, where it could also link with the other routes now
being built or being planned.
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Expanded Road Highways Turkmenistan’s President has proposed to both Kazakhstan and
Uzbekistan that they invest in major upgrade programs for the road
networks connecting their respective countries. The program — so
far uncosted — could involve new bridges and customs ports.

Northern Sea Route The combination of receding ice and the increasing number of more
powerful ice-breakers has opened the Northern Sea Route for
increasing cargo volumes on an almost 12-month basis. Cargo
volumes on this route totaled 8 min tons in 2017 but reached 36.2
mln tons last year (Xinhua agency) not far off the goal of 40 min
tons a year set by Beijing and Moscow several years ago.

Air Cargoes The inaugural flight on the first direct international cargo route to
Turkmenistan from the Guangdong—Hong Kong—Macao Greater
Bay Area (GBA) in south China took place in late July. A cargo plane
loaded with smart electronic products, clothing, and other goods
reportedly flew from Shenzhen to Ashgabat. The flight was also
described as the first Central Asian route from Shenzhen.

Uzbekistan Initiative On July 31°t 2023 officials from Turkmenistan, Uzbekistan, and Iran
held talks on creating a new north-south transport corridor.
Uzbekistan’s main ambition is to build a transport route directly to
The Iranian port of Chabahar but, because of the dangerous
security situation in Afghanistan, the government in Tashkent is
now pursuing the alternative, via Turkmenistan. The advantage of
this route is that it would also link with the INSTC and BRI rail lines
and offer access to the port of Turkmenbashi.

Transport Routes across Eurasia

Source: ResearchGate
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New Silk Road Routes — Rationale

“New Silk Route”. There has been a lot of discussion about new land routes from China to Europe,
the Middle East, and Africa ever since the One Belt One Road strategy was first announced in 2013.
Since then, its strategic rationale in terms of making China less vulnerable to the U.S. using its naval
power to restrict trade has become clearer, especially given the recent attacks on shipping in the
Red Sea by Houthi troops. The economic rationale is less clear since the land route can cost as much
as four times more. This factor has dominated, and shipping volumes by land have remained small.
Ultimately, the success of the Middle Corridor will be determined by economic factors.

China Railway Express Routes
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Russia-Ukraine conflict. Another factor making the land route attractive is the difficulty of moving
cargo via Russia to Central Asia and China because of sanctions and counter-sanctions following the
conflict in Ukraine. Russia and Europe have banned each other’s haulers, and the Baltic states have
all but banned transit traffic via Russia. The EU views the TRACECA route as the main alternative to
the Russia-China transit and has already invested billions of Euros in the network connecting Central
Europe with the Caucasus, via the Black Sea, and onto China via Central Asia across the Caspian Sea.

Indicative Shipping Prices for a 20 ft Container

Sea Land
Route Duration, days Price, USS Duration, days Price, USS
Shanghai - Istanbul 34-50 5,500 17 16,000
Chengdu - Hamburg 40 6,200 14 23,000
Shenzhen - Rotterdam 37 4,500 17 28,000

Source: Searates.com
*Sea priceincludes pick-up and delivery charges (port terminal handling etc.)
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Red Seas also raises awareness of the new Silk Road routes. The attacks by Houthi rebels on
shipping in the Red Sea have given new importance to the land route from China to Europe, Africa,
and the Middle East via Kazakhstan. However, even though container rates by sea have doubled,
they are at most a third of the price from China to Europe by land. For most products, the shorter
journey time is not important, as long as the arrival time is known. Despite these disadvantages,
cargo traffic on the Middle Corridor was up 77% in 2023, which is attributable to a low base, and
also to a strong desire to avoid transit via Russia and Belarus due to sanctions.

Russia also wants diversification. The major lesson Russia has learned from the sanctions regime is
the need for diversification, whether that is in trade partnerships or trade routes. The headlines
tend to be about the effort by the EU to build Russia by-pass routes, such as the TRACECA, but
Moscow is further ahead in building new routes to diversify its trade options and to open new
routes, especially to the Gulf States, to India and via the Arctic. The INSTC is particularly important
as it provides access to Dubai port as well as to Mumbai via ferries.

Other routes. There is discussion of traffic via Turkmenistan to Uzbekistan, and from there to China
via the Kyrgyz Republic. However, discussions on this route have been stalled because of questions
over its viability from the Chinese, who would be financing it. The new free trade agreement
between Iran and the Eurasian Economic Union (EaEU) could create interest in routes from China to
Iran via Kazakhstan and the Caspian, but at the moment there is not much interest because of the
higher cost, and because it is still cheaper to go from China to Iran by sea.

Opening Central Asia and Caucasus. One of the consequences of the expansion of trade routes
across Central Asia, the Caspian Sea, and the Caucasus, is that countries hosting these transit routes
have much greater connectivity both within the region and with the global marketplace. This is
especially beneficial for Kazakhstan and double land-locked Uzbekistan.

Afghanistan remains a barrier. One of the best routes from China, via Kyrgyzstan or Tajikistan to
Uzbekistan, is that which would cross Afghanistan to the Iran Gulf ports. Such a route would be
quicker and cheaper than the alternatives which now have to skirt Afghanistan. Iran, China, and
Uzbekistan are engaged in studies and discussions with the Taliban government about how to realize
the ambition. But so long as IS Groups threaten projects, there is unlikely to be progress.

Afghanistan Transit from China and Central Asia to the Gulf
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The Middle Corridor or TRACECA route

Russia sanctions shift focus south. The sanctions imposed against Russia have resulted in many
major European shipping and logistics companies suspending transit across both Russian and
Belarus territories. This is disrupting traffic on the Belt and Road Initiative (BRI) routes that cross
both countries and has created a big opportunity for alternative routes across Central Asia, the
Caspian, and the Caucuses for China trade heading to Europe.

Jump in traffic. Governments and the EBRD use the term Trans-Caspian International Transport
Route (TITR) or the Transport Corridor Europe-Caucasus-Asia (TRACECA) for the main route being
built to by-pass Russia on route to China. The term “Middle-Corridor” is most often used in the
industry and is the most recognized description of the route. Government officials reported that
transit along these routes doubled in 2022, and in the first half of 2023 was up 77% relative to the
first half of 2022. These high numbers are partly due to the low base but reflect a much greater
interest in these routes.

Middle Corridor Transport Route (TITR/TRACECA)
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No capacity issues for now. Total container traffic on the Middle Corridor was 33,000 TEU in the first
nine months of 2023, and total capacity is estimated at 80,000 TEU. This compares with about 1.75
mln containers going by rail from China to Europe in the first eleven months of 2023 (mostly via
Russia). Planned investment projects at Aktau port and Baku port will increase this capacity to
300,000 TEU. Now, there are six container ships between these two ports with a capacity of about
600 TEU, but more can easily be added if needed.

Potential capacity issues. There are currently projects under way to upgrade the railroad and the
roads in Kazakhstan but there has been a decent base here since Soviet times. Aktau port can handle
26,000 TEU and is in the process of upgrading to 100,000 TEU, so there is no bottleneck here. One
long-term problem is lower water levels and silting in the Caspian Sea, which has particularly affected
Russian ports. The low draft of the Caspian will limit the size of vessels that can operate there. The
six container ships that go between Aktau and Baku only carry up to 600 TEU, and this can be lower
when silting is high.

Trans-Caucasus and Black Sea capacity is adequate. Once cargoes make it to Baku, the main port
on the West of the Caspian, then there are no major issues about shipment from there to Poti or
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Batumi, Georgia’s Black Sea ports. Now, most of the traffic on this line is from West to East in the
form of goods destined for Azerbaijan or Kazakh markets, so shipping companies would welcome
the opportunity to fill the return legs. For now, the Russia-Ukraine conflict has not affected non-
Ukrainian shipping in the Black Sea, apart from overloading capacity at Constanta in Romania.

Longer term issues. The Caspian is shallow so very large container vessels cannot operate there.
Both the Russian ports on the Caspian and Aktau are prone to silting, which can reduce the draft of
vessels to 4.5 meters, which means ships must carry smaller loads. The EBRD has estimated that EUR
18.5 bIn in investment is needed to upgrade the whole Middle Corridor, including increases in
capacity for Kazakh railways and to boost border crossing capacity between Kazakhstan and China,
in addition to more capacity at Aktau. There will also need to be upgrades to road and rail links from
Baku to Georgia, but now this is not an issue. In the long term, the incompatibility of rail grades
between Turkiye and Georgia will be an issue.

Is Kazakhstan falling out of the picture? In the summer of this year, Igor Babushkin, the governor
of the Astrakhan region, talked about the development of another route, part of the so-called South
Corridor, which would go from China to the Kyrgyz Republic, Uzbekistan, and Turkmenistan, from
where the cargo will be shipped to Astrakhan, thus bypassing Kazakhstan. Among the advantages
Babushkin mentioned are the overall shorter route and more importantly the recent difficulties at
the Russian-Kazakh border, triggered by the decision of Kazakhstan to comply with the Western
sanctions and introduce tighter customs controls, which delay the transportation.

Another issue is growing delays on the Kyrgyz-Kazakh border. As many as 600 trucks had gathered
at the border in September with the customs staff refusing to process more than one truck per hour,
while the capacity is twenty. The Kazakhstan side said the situation was going as usual apart from
routine checks for narcotics, while Kyrgyz media suggested that the slowdown is retaliation for their
refusal to satisfy Kazakhstan’s demands for more water to supply its agriculture. President Tokayev
had to step in and order to solve the situation, which could mean he was not the instigator but was
rather corrupt Kazakh officials wanting to help local truckers monopolize imports from China.

What happens after peace? One of the main issues for those who have switched to the new trans-
Kazakhstan and trans-Caspian routes, and those investing in infrastructure, is what happens when
there is an eventual cease-fire and a move to peace talks and some sanctions easing? The China-
Europe transit routes across Russia are faster and cheaper than the Central Asia-Caucasus-Black Sea
routes. Russia and China continue to upgrade these routes and Beijing plans to switch back to this
route when sanctions, both formal and informal, allow. That prospect is one reason why there is a
great deal of political enthusiasm for such routes currently but, in reality, a slow pace of investment
relative to what is required.

China support. In May 2023, At the C+5 Summit in Xian, President Xi said that China backs multiple
trade routes across Central Asia and that, over the longer term, it therefore backs the construction
of a cross-Caspian Sea international transport corridor. For China, this makes sense as it also has
ambitions to access markets in Southern Europe and North Africa as well as have spur lines to
Turkiye. For Beijing, it is not an either-or but an opportunity for greater expansion of the trade web.
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The volumes are growing. In January 2024, the Deputy Head of Kazakhstan Railways reported an
86% YoY increase in transported cargo volume via TITR, reaching 2.8 mIn tons in 2023. This follows
an increase in 2022 when the total transhipped volume of 1.7 miIn tons was almost double that of
2021.1n 2024, the plan is to reach 4 mln tons of transported goods, which would mean a 43% growth
YoY. He added that the average delivery time is around 12 days.

For a copy of the full note and information about our
range of services, please email info@macro-
advisory.com
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Major Ports in the Caspian Sea

21t Century Silk Road

Port

Ownership

Type of goods handled

Max Capacity, min tons

Actual Throughput, min tons

Capacity, TEU

Aktau and Kuryk

Atyrau

Turkmenbashi

Bandar Anzali

Nowshahr

Amirabad

Baku

Astrakhan

Makhachkala

Olya

Government, but is looking
for privatization

Government

Government

Government

Government

Government

Government

53% - Iranian Fund, 25% -
Rostec, 22% - private

Government, but is looking
for privatization

Private (Pashayev D.)

Dry/Bulk cargo
Grain

Ferry terminal
Liquid / oil
Ferry terminal

Dry/Bulk cargo
Grain

Ferry terminal

General cargo
Liquid / oil
General cargo
Grain

Liquid / oil
Liquid / oil
Ro-Ro

Ferry terminal
General cargo
Ro-Ro

Liquid / oil

Grain

Timber
Dry/Bulk cargo
Ro-Ro

Grain

General cargo
Ro-Ro

Kazakhstan
Rail terminal
Road terminal
Liquid / oil
Grain
Dry/Bulk cargo
Turkmenistan

General cargo
Polypropylene
Liquid / oil

Iran
Ro-Ro
Dry/Bulk cargo
Ro-Ro
Timber

Dry/Bulk cargo

Azerbaijan
Wheeled vehicles (TIR)
Dry/Bulk cargo
Grain

Russia
General cargo
Dry/Bulk cargo
Liquid / oil
Rail terminal

Grain

Timber

23.7

2.0

17.0

10.0

5.0

7.5

15.0

11.0

10.0

4.4

4.0

0.6

11.3

4.0

1.5

4.5

6.3

2.2

3.0

0.4

70,000

n/a

400,000

40,000

100,000

10,000

Terminal under
construction

Terminal under
construction

Source: Port websites, Macro-Advisory estimates
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Who are we?

Macro-Advisory is an independent Eurasia-based consultancy providing international
companies and investors with strategic advisory services throughout the CIS-Eurasia
region

Macro-Advisory’s coverage footprint includes the entire CIS-Eurasia region plus Mongolia

For our clients, we carry out market and sectoral analysis, risk assessments, and deep due-
diligence work across all of the key industry sectors in all of the countries in the region

We keep our clients fully informed of the relevant trends and events which impacts their
business

We assist local business teams and management in headquarters to help ensure a strategic
focus and success for our clients’ businesses

We are experts on the Eurasian Economic Union (EaEU) and help our clients assess the
opportunities and implications of the economic bloc

We are experts in the operation of the Chinese-promoted Belt & Road Initiative (BRI) and
in helping our clients understand the opportunities arising from this expanding trade and
transport network

Our Competitive Advantages

Local. From several locations in Eurasia, we cover the entire CIS-Eurasia region. We have
an available network of industry specialists across the region to assist with project work as
required. We also have offices in London, Washington, and New York, from which we are
able to regularly engage with our clients.

Independent. We are independent and this allows us to offer completely impartial advice.
We combine coverage of economics, politics, industry, and social trends to provide the
most comprehensive analysis for our clients.

Experienced. The combined experience of our key personnel living and working in the CIS-
Eurasia region is over 150 years.

Network. We have built a substantive network of contacts in government and regulatory
agencies as well as in other relevant bodies. This allows us to consult with decision-makers
and policy influencers, and to gain better insights into evolving events.

Commercial. All of our reports come with commercially relevant and, more importantly,
actionable recommendations.

Reports. All of our clients get regular reports updating and provide analysis of economic
and industry data as well as an assessment of all relevant news and events that are
important for companies and investors in the region.

Briefings. We host regular client briefings, including quarterly events with special guest
speakers. We also organize formal presentations for clients, including at the management
and board level.
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Contacts

Baku:
London:
Lviv:
Moscow:
Astana:
Tashkent:

Washington:

Email:

Website:

+994 12 526 4257
+44 20 8798 0742
+380 32 242 4410
+7 495 139 4703
+7 717 279 3260
+998 71 205 0837

+1 202 951 8444

info@macro-advisory.com

http://macro-advisory.com/

No warranties, promises, and/or representations of any kind, express or implied are given as to the nature,

standard, accuracy, or likewise of the information provided in this material nor to the suitability or otherwise

of the information to your particular circumstances. Macro-Advisory Limited does not accept any responsibility

or liability for the accuracy, content, completeness, legality, or reliability of the content contained in this note.

Copyright © 2024 Macro-Advisory Ltd. All Rights Reserved
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