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	PRIVATE 
The Economic section of the Embassy of the Kingdom of Netherlands in Kazakhstan  intends to distribute this newsletter as widely as possible among Dutch institutions, companies and persons from the Netherlands. Those interested in receiving it are requested to contact us via phone/ fax or e-mail. The newsletter is distributed by e-mail. It will be published at the end of every month. The newsletter summarises economic news from various Kazakhstani and foreign publications and aims to be provide accurate information. However, the Embassy cannot be held responsible for any mistakes or omissions in the bulletin.


CHANGES IN THE ECONOMIC SECTION
Hereby we would like to inform you on the fact that Mr Nico Brinkman, Deputy Head of the Economic and Commercial Section, will leave the Netherlands Embassy Office as per May 8th. He will return to the Netherlands to continue his career in the private sector.
Simultaneously, Mrs Roza Zainutdinova from the Economic section will be on maternity leave until December 1st. She will be temporarily replaced by Ms. Nadia Verwaal (nadia.verwaal@minbuza.nl).
FINANCE, MACRO-ECONOMICS and economic policy
***

GLOBAL FINANCIAL CRISIS
Kazakhstan doing slightly better, but CIS Countries among Hardest hit in Global Financial Crisis


The World Bank is warning that the countries of Eastern Europe and the former Soviet Union could experience a slowdown in economic growth as a result of the downturns in financial markets in the United States and Western Europe. The bank is urging governments in Eastern Europe and Central Asia to restructure their public expenditures in order to make room for spending that will cushion the blow to the most vulnerable members of society. According to Shigeo Katsu, the World Bank’s vice president for Europe and Central Asia, years of reforms have helped make the region’s economies resilient to financial shocks, and that the fundamentals of the European and Central Asian economies are still "pretty good." 
“Kazakhstan can Beat Financial Crisis without dipping into National Fund”
President of Kazakhstan Nursultan Nazarbayev: “Kazakhstan can overcome the world financial crisis without using the resources of the National Fund. The government has introduced a duty on the export of oil. This will provide KZT 170 billion, which will be spent for social needs. The construction of certain structures can be suspended, except for the construction of housing, institutions of public health, education, and innovative industrial projects, which could save about KZT 100 billion.”

Kazakhstani Financial Sector stabilizes in the First Quarter 2008
According to Minister for Economy and Budget Planning Bakhyt Sultanov, in the first quarter of 2008 the growth of the Kazakhstani economy was characterized by a stabilization of the financial sector: "Despite conditions that remained tough for attracting external resources to Kazakhstani banks and many loan payments obtained earlier, we do not see a significant decrease in the credit situation of the economy.”
As of March 1, as compared to the beginning of the year, second tier banks' loans to the economy decreased by only 0.26%, primarily because of reduction in sanctioning of loans to individuals. As compared to the same period last year, loans grew by 44%, and residents' deposits increased by more than 2%. The country's international reserves grew by 9.7% to US $42.4 billion, overall external trade levels increased by 41.8% including exports - 62%, and imports - 10.9% in the first quarter of 2008. Cars and equipment make up a significant portion of the imports – 41.6%.

Kazakhstan's First Quarter Industrial Growth slows
Kazakhstan's industrial production grew at a slower pace of 3.7 percent in the first quarter of 2008 compared to almost 10 percent in the same period of last year. Industrial production growth was 10 percent in March compared with 4.3 percent in February. In year-on-year terms, growth was 4.2 percent in March 2008 compared to the same month of 2007. The global credit crisis has limited funding for many Kazakh banks and curtailed the construction industry boom in Central Asia's top economy. 
Heavy foreign borrowing by Kazakh banks, partly to fund the building boom, has concerned investors who fear that tighter liquidity could threaten the country's 10-year economic growth spurt and upset stability.

Atyrau Oblast gaining more Investments
Despite the mortgage crisis negatively affecting the economies of many countries, in the first quarter of 2008 fixed capital investments increased in the Atyrau Oblast. According to the Oblast Statistics Administration, in January-March 2008, fixed capital investments were valued at KZT 173 billion or 16.7% higher than in the same period of 2007. Foreign investments were responsible for 55.4% of this amount and budget funds-2.9%. Oil and natural gas production, and real estate operations remained priority sectors for investment.

***
National Fund’s Assets to touch KZT 9 Trillion
The National Fund’s assets will touch approximately KZT 9 trillion by 2011. Minister of Economy and Budget Planning Bakhyt Sultanov: “A guaranteed transfer into the budget from the National Fund in 2009-2011 will be executed under the concept of utilizing the fund’s money to continue accumulating assets rather than wasting them.” The transfer would be aimed at “funding budget investments and would be evaluated at KZT 532 billion in 2009, 572 billion in 2010, and 637 billion in 2011.”

According to macroeconomic forecasts for 2009-2011, annual receipts into the national budget would total 21.7% of GDP on average. The largest portion of the receipts would be tax payments; from 83% of the total receipts in 2009 to 89% in 2013. Sultanov:  “National budget expenses will total on average 22.5% of GDP during the forecast period. The rate of growth in expenses complies with economic growth first, and second, it will be directed at managing this growth.” 

According to forecasts, the national budget deficit as a function of GDP will decrease from 1% in 2009 to 0.6% in 2013, which also complies with the National Fund’s concept for utilizing money as well as the concept for managing state and gross external debt.
Kazakhstan to create Special Economic Zone at Chinese border

Kazakhstan and China discussed the development of border territories between both countries. The Central Asian state has the intention to create a Special Economic Zone, Dostyk, near the international Dostyk-Alashankou railway terminal connecting Kazakhstan and China. 
There is a plan to introduce a package of customs, tax, and migration documents for successful functioning of the SEZ. In the first stage an industrial park for the construction of about 100 plants and factories and a powerful transport-logistics center will be built. 
ABN AMRO Bank opens Subsidiary in Aktau
On April 16, ABN AMRO Bank officially opened a subsidiary in Aktau, which will provide a range of banking services to both private persons and businesess. Akim of the Mangistau Oblast Mr. Kusherbayev, Presidential Advisor, Special Representative on the Use of Caspian Resources Nurlan Balgimbayev and other officials from the oblast and city administrations, ministries, departments, and international business communities participated in the ceremony.
Inflation 

Changes in consumer prices (% compared to preceding month)

	2007
	2008

	Jan
	Feb
	Mar
	Apr
	May
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	Jul
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	Sep
	Oct 
	Nov
	Dec
	Jan
	Feb
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	1.1
	0.8
	0.7
	0.5
	0.7
	0.8
	0.9
	0.7
	2.2
	4.4
	2.7
	1.9
	1.1
	0.8
	0.6
	0.9


Source: Agentstvo Respubliki Kazakhstan po statistike,  www.stat.kz
energy & natural RESOURCES

Kazakhstan introducing Crude Export Duty
Kazakhstan will impose a crude export duty of US $109.91 per ton from May, a move likely to alarm potential newcomers to its energy business. The measure is aimed at raising budget revenues, stabilizing domestic supplies and taming inflation by stabilizing domestic oil products prices that have formed main inflationary pressures. The duty is unlikely to affect existing contracts, including for example the Western operators of the Tengiz and Karachaganak fields, but new investors in the oil industry will be liable. Kazakhstan had previously said it wanted the duty from 2009. The duty will apply to 27 million tons of oil exports, or about 40 percent of last year's production. 

KazMunaiGas E&P, the London-listed upstream unit of the national oil company, has long called on the government for exemption, but the company is likely to be liable. Since Kazakhstan plans to abandon the more flexible production sharing agreements altogether, most newcomers on the Kazakh market will have to pay the duty, officials have said. 

Foreign and domestic oil players have been watching the debate surrounding the duty closely as Kazakhstan, emboldened by record-high oil prices, continues to toughen up its energy legislation.

Kazakhstan supports China developing Caspian Sea Resources
Kazakhstan will support China in developing oil and gas resources on the continental shelf of the Caspian Sea, as the two seek closer ties. The two sides will try to complete talks on the Darhan block, and they agreed to create favorable conditions to ensure construction of a natural gas pipeline be completed by the end of 2009. Both parties endorsed all agreements already signed to extend an existing oil pipeline. 

China oil major CNPC, the parent of PetroChina, will start full-scale construction of the gas line this year, eventually pumping 30 billion cubic metres of gas a year to China from central Asia countries including Turkmenistan. CNPC in December last year began to extend the China-Kazakh crude pipeline from Kumkol to Kenkiyak that would eventually transport 400,000 barrels a day of oil, or nearly a tenth of China's record crude oil imports in March. 

The existing $800 million, 600-mile oil pipeline from Atasu in Kazakhstan to Alashankou in China shipped most of China's 6 million tonnes of oil imports from the central Asian country last year. 
Beijing sees its central Asian neighbors as strategic partners to secure oil and gas supplies for its booming economy, while the latter view the world's second-largest energy user as an indispensable market to diversify away from their Western consumers.

Kazakhstan joining Baku-Tbilisi-Ceyhan Oil Pipeline Project
According to Minister of Energy and Mineral Resources Sauat Mynbaev, Kazakhstan is close to the completion of the legal registration of documents on joining the Baku-Tbilisi-Ceyhan oil pipeline. The lower house of Kazakhstan’s parliament (Majilis) on March 26 approved the draft law on the ratification of the agreement with Azerbaijan on support and assistance in the transportation of oil along the Baku-Tbilisi-Ceyhan system. The document envisages the creation of a new scheme for transportation of Kazakhstani oil via the Caspian Sea for its further pumping through the pipeline. The new oil transport infrastructure will be created with the implementation of this project.

The Baku-Tbilisi-Ceyhan pipeline (BTC) is a crude oil pipeline covering 1,768 kilometres from the Azeri-Chirag-Gyuneshli oil field in the Caspian Sea to the Mediterranean Sea. It connects Baku, the capital of Azerbaijan; Tbilisi, the capital of Georgia; and Ceyhan, a port on the southeastern Mediterranean coast of Turkey, hence its name. It is the second longest oil pipeline in the world after the Druzhba pipeline. The first oil that was pumped from the Baku end of the pipeline on May 10, 2005 reached Ceyhan on May 28, 2006.
First Stage of Kazakhstan-China Pipeline Construction starts
The first stage of the Kazakhstan-China pipeline construction has started. The construction of the trunk pipeline Kazakhstan-China is scheduled to be conducted in two stages. Phase one will cover the line Kazakhstan-Uzbekistan border - Kereit village – Almaty-Khorgos. Commissioning at full capacity (30 billion cubic meters per year) is scheduled for the second half of 2011. The second line will be a site from the Beineu compressor station - Saksaul village - Kereit village, which is expected to start functioning in 2015. 
At present, natural gas is supplied to 36% of the population and 39% of the population uses liquefied gas brought from outside, while 25% use coal and other fuel. Last year the gas consumption in the oblast was 730 million cubic meters, and in 2008 the consumption is expected to be 868 million cubic meters.

Construction of Trans-Caspian Pipeline possible when Kazakhstan’s Oil Exports Increase
The proposed Trans-Caspian Pipeline Project may be executed when Kazakhstan’s oil exports via Azerbaijan go up, said Azerbaijan’s Minister for Industry and Energy Natig Aliyev. He added that necessary measures and activities will go up then, which will be necessary for delivery of Kazakh oil by tanker to Azerbaijan through the Caspian Sea. 

According to Aliyev, in the first phase 25 million tons of oil per year from East Kashagan Field of Kazakhstan is scheduled for delivery to the Mediterranean Sea via Azerbaijan through the Baku-Tbilisi-Ceyhan Pipeline. Earlier the Government of Kazakhstan had announced that Kashagan will produce oil in 2008. Later it was said the production will not start before 2010. Until then, Kazakhstan needs to build pipelines in its territory, expand the seaport and buy at least 5 tankers. 
When oil production rises from 37.5 million to 50 million tons, the Trans-Caspian Pipeline Project will come to the fore on the agenda. The aim of the Trans-Caspian Gas Pipeline project is transportation of natural gas from Kazakhstan and Turkmenistan to Central Europe, circumventing both Russia and Iran. 
Kazakhstan and GFH plan Caspian Oil and Gas Industry Hub
Kazakhstan intends to invest about $10 billion to create a Caspian oil and gas industry center in the country's west. The Caspian energy hub will be created in the city of Aktau on the coast of the Caspian Sea. The project aims to develop Kazakhstan's human capital and the economy as a whole through the establishment of an oil and gas industry center in the Caspian region.
The project, to be implemented in the next three to five years, will be financed both by the government of Kazakhstan and foreign investors, among which will be the Bahraini Islamic lender Gulf Finance House and PFC Energy International. Gulf Finance House, which has overseen infrastructure projects and investments of more than $12 billion over eight years, is also building energy parks in Libya, India and Qatar.

infrastructure
Shell to invest US $300 Thousand in Water Supply to Villages of Mangistau Oblast
Royal Dutch Shell Plc. will invest US $300 thousand to improve water supply to the villages of the Mangistau Oblast. The project’s main aim is seeking to demonstrate the most optimal and reliable approaches and technical decisions according to the region’s characteristics for improving access to quality drinking water and water supply services near the Kyzyl-Tobe village of Munaily district in the Mangistau Oblast. 
The event will be the starting point for the project Improving Access to Drinking Water and Provision of Water Supply Services to the Villages of Mangistau Oblast. The akimat will allocate US $250 thousand for implementing the project. United Nations Development Program will be the project technical coordinator and a main consultant for water usage. The project implementation is scheduled for 2008-2009.

Kazakhstan seeks Investors to build 1,000 Kilometers of Roads
The Kazakh government will seek investors to build or maintain 1,000 kilometers (620 miles) of roads at a projected cost of 541 billion tenge ($4.5 billion) in exchange for operating concessions. 
The construction of five toll roads could begin as early as January 1. One of the roads will connect the capital Astana with the regional mining center Karaganda to the southeast. Two more roads will run from the financial capital Almaty to Kapchagai Lake and Khorgos on the Chinese border. The government also plans to build a ring road around Almaty. The state might build a fifth road from Astana to the Borovoye forest in the north and seek an investor to maintain the road in exchange for operation concessions. 
Annual revenue from the roads could reach 30 billion tenge, with the charge to travel one kilometer ranging from 2.5 tenge for cars to 10 tenge for buses. The government also plans to upgrade 2,552 kilometers of roads at a cost of 900 billion tenge to create a highway that would allow freight from Chinese manufacturers to be delivered directly to European markets. The first phase of the upgrade will cost 789.3 billion tenge and is scheduled for completion by 2013. A second phase will be done by 2016. Investors from China, South Korea, Israel and Hungary have indicated interest in the upgrade project.

Kazakhstan gears up for Electricity Shortages
Kazakhstan plans to build new power plants and import more gas from neighboring Uzbekistan to cope with an electricity deficit it is likely to face later this year. A record-cold winter in early 2008 made the government cut supplies to some industrial consumers due to high electricity consumption. 
"The balance of output and consumption of electricity during the winter and spring period shows the country has no reserve capacities," Energy Minister Mynbayev told. 

As a temporary solution, the government has agreed with Uzbek state energy company Uzbekneft and Russian gas monopoly Gazprom to carry out natural gas swaps. Under the deal, Uzbekistan will supply 5 billion cubic meters of gas to southern Kazakhstan this year. To counter further shortages, which could reach 200 megawatt this year, the government plans to build a number of new power plants which will start producing electricity in 2011. The government would also consider raising electricity tariffs, currently heavily regulated by the state.

Datang to build RMB 6 Billion Power Plants in Kazakhstan
Datang Corp, parent of the listed Datang International Power Ltd, will sign a deal to build several power stations in Kazakhstan. Datang, China's second largest power generator, will invest more than RMB 6 billion (US $860 million) in three power projects in Kazakhstan. They include one 1,320,000 kw thermal power plant, one 36,800 kw hydro power plant and a 50,000 kw wind power plant. Currently, Datang's investment in the nation has been limited to small-scale hydro power units.

New Wholesale Market for Chinese Goods to open on the Kyrgyz-Kazakh Border
A new large wholesale market for Chinese goods will shortly open on the Kyrgyzstan and Kazakhstan border. The trade complex, which is a part of the development program for the Issykkul Oblast development until 2010, will be located between the Almaty and Issykkul Oblasts. "In May 2008 we intend to sign the agreement with officials from Kazakhstani business.

15 Sports Facilities planned in Almaty and Astana by Asian Winter Games 2011
A regular session of the steering committee was held for the preparation of the 7th Asian Winter Games 2011 in the cities of Astana and Almaty chaired by Prime Minister Karim Masimov at the Ukimet Uyi.

The construction and reconstruction of sporting facilities needed for the 7th Asian Winter Games were discussed. The list of facilities totals approximately 15, 10 of which will be built and another 5 will be reconstructed. The participants also considered the construction of a ski - biathlon track and ski stadium in the Almaty Oblast. Mr. Massimov said a land plot should also be prepared for the construction of a ski jump complex in Almaty.

Other sectors

Kazakhstan – a Billion Dollar Pharmaceutical Market

The end of 2007 saw the Kazakhstan pharmaceutical market approach the billion dollar mark in retail prices with a staggering 23% growth over 2006. According to the General Director of the Amity pharmaceutical network, Azil Abeldinov, the Kazakhstani market has great potential. He forecasts the market to grow by 18% in 2008, and attributes this lower rate due to market stabilization. In Kazakhstan, growth has been noted in the cost for expensive medicines. The average price for medicines in the last two years grew from 150 to 500 tenge at the retail level. 
The highest volume of medicines is imported from Germany, Russia, France, India and Austria. European countries supply the more expensive medicines. In the first nine months of 2007, the import of medicines from Germany grew by 30.2%, from France by 35.4% and from Austria - 31.9%. At the same time, imports from Russia, Ukraine and China showed a decline. According to Abeldinov,”Price is no longer the main factor for the consumer. To a visitor to the drug store, other qualitative factors such as competent consultation, attention, the professionalism of the pharmacist, cleanliness and convenience are also important”. 
    
More than 10 New Hospitals to be built in SKO

There are plans to construct 14 public health centers in 2008 in the South- Kazakhstan region. 
With the republican budget 9 units will be built of which 6 will be of state-private partnership. With the aid of the provincial budget, there are plans to build 5 units. From the republic budget, KZT 5909.8 million will be used for the construction of public health units; from the provincial budget KZT 1031.3 million will be used. KZT 3098.1 million from the provincial budget will be used for renovation and repair work. 
The work on the prevention and spread of HIV AIDS in the region continues. The region has adopted a long term regional program for the prevention and treatment of HIV infection for the years 2007-2010. In 2008 for the realization of measures for the preventive maintenance and fight against AIDS, KZT 115.4 million has been set aside from the republic budget. And additional KZT 351.1 l million has been set aside for the same purpose in the provincial budget. 

    

391 Billion Tenge to be spent on Development of Public Healthcare System in 2008
This year, 391 billion tenge will be spent on the development of the public health care system (expenditures on public health care equaled 131 billion tenge in 2004). Increasing the life expectancy and decreasing the mortality rates are the main objectives of Kazakhstan’s public health care system 
It is necessary to focus on five diseases groups that are the main reasons for the high mortality rates in Kazakhstan namely, cardiovascular diseases, infections, traumas, oncology, child and maternity mortality. The State Program for reforming and developing the public health care system in Kazakhstan during 2005-2010 implies better public health care organizations with modern pharmaceutical products that will be distributed free of charge for select groups of population, and the construction of 156 public health care units including 144 in rural areas, and renovation of 3000 ambulatory organizations. 

Kazakhstan and Germany to cooperate in Agriculture
Minister of Agriculture Akylbek Kurishbayev and Gerd Muller Parliamentary State Secretary of the Federal Ministry for Food, Agriculture and Consumer Protection have agreed to an agriculture cooperation program between Kazakhstan and Germany during his visit to Kazakhstan.
The two parties expressed a readiness to work jointly to reconstruct a combine park, to develop bio-energy, seed and cattle breeding. In addition, Mr. Muller proposed to discuss cooperation between the countries at the inter-government level and confirmed they were ready to assist Kazakhstan in the process of entering the WTO.

Exhibitions Kazakhstan
www.iteca.kz
14 May - 17 May 2008 

KIHE 2008 

15th Kazakhstan International Healthcare Exhibition




21 May - 23 May 2008 

AstanaBuild 2008 

10th Jubilee Kazakhstan International Exhibition Construction and Interiors, Heating and Ventilation, Windows and Doors, Faсades




27 May - 30 May 2008 

BankTech 2008 

4th International Central Asian Exhibition and Conference "Banking Technologies, equipment and services"




27 May - 30 May 2008 

CEM Central Asia 2008 

4th International Central Asian Exhibition of Household Appliances, Consumer Electronics and Houseware




27 May - 30 May 2008 

KITEL 2008 

15th Anniversary International Central Asian Telecommunications, Computer and Information Technologies Exhibition 

Overview Embassy-events
	DATE
	EVENT
	LOCATION

	15 May
	Dutch Business Drinks
	Grand Café

	19 June
	Dutch Business Lunch

Guest speech:

Mr Campbell Keir

General Manager of 
Shell Kazakhstan
	Palladium


If you have any comments or suggestions regarding this bulletin please contact Nadia Verwaal:
tel: +7 727 2503373
e-mail:  nadia.verwaal@minbuza.nl / alm-ea@minbuza.nl.
When visiting Astana, please do not hesitate to visit our Embassy there. 
H.E. Ambassador Mr. Klaas van der Tempel and his colleagues will be happy to receive you.

Embassy in Astana:

62, Kosmonavtov Street

Chubary mcrd, 8 floor, 801 room

010000 Astana

Tel: 7-7172-974481/82

Fax: 7-7172-974480

ast@minbuza.nl
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