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A new Kremlin decree a decade in the making bans foreigners from buying land near federal
borders, but analysts said the move would not harm foreign investment into the country.

The decree, signed by President Dmitry Medvedev on Sunday and posted on the Kremlin's web
site, lists 380 border areas in 48 regions where foreign individuals and companies are not
allowed to buy land.

The ban was included in the Land Code, which went into effect in 2001, but the code did not
specify the territories, and it took numerous state agencies involved in the process 10 years to
agree on the list, a Kremlin spokeswoman said by telephone.

"The protection of the frontier is in Russia's national interest," the spokeswoman said on
customary condition of anonymity.
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The list incorporates mostly rural areas and small cities with the notable exception of the
cities of Kaliningrad, Magadan, Murmansk, Pskov and Salekhard, the southern sea resort of
Azov, and Kronstadt, a port town that is part of St. Petersburg.

All eight federal districts are covered. Large swathes of most North Caucasus republics and the
other regions in southern Russia made the list, along with parts of the Altai, Astrakhan,
Primorye and Sakhalin regions and the republic of Karelia near the Finnish border.

The list also includes some territories with only sea borders, such as Dagestan's Babayurt
district and the republic's capital, Makhachkala, both of which border Kazakhstan through
the Caspian Sea.

The ban appears aimed at preventing possible territorial disputes between Russia and its
neighbors, such as the Kuril Islands with Japan, Abkhazia and South Ossetia with Georgia, and
even Alaska, said Nikolai Kazansky, director for investments and consulting at the St.
Petersburg office of Colliers International.

The Federal Security Service probably played a key role in the idea because its border guards
"may have had problems protecting the border," said Nikolai Petrov, an analyst with the
Carnegie Moscow Center.

In any case, foreign investors prefer regions "with developed infrastructure," which most
border areas are not, Kazansky said.

The sentiment was shared by Maxim Klyagin, an analyst with the investment holding Finam,
who said "the most attractive real estate is often in big cities, while the most attractive
agricultural land plots are in central Russia."

Moreover, the ban is not relevant for businesses because all big foreign companies have
Russian subsidiaries, which are allowed to buy land near federal borders, said Yevgeny
Butorin, a senior analyst with the St. Petersburg office of Astera Group.
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