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MACRO-ECONOMICS & FINANCE

Government approves Budgetary, Tax Codes and National Budget
The government has approved the budgetary and tax codes, accompanying acts, forecasts on social and economic development, budgetary parameters for 2009 - 2013 and the national budget for 2009 - 2011. 

The new tax code provides for the realization of a decrease in the general load on the non-crude material sectors of the economy with a simultaneous increase of profit from the production sector and the creation of conditions promoting the modernization and diversification of the economy. A stage-by-stage decrease in the corporate tax rate from 20% in 2009 to 17.5% in 2010 and to 15% in 2011 is planned to decrease the tax burden on the non-crude materials sector. The Kazakhstani government suggests fixing the social tax at the rate of 11 %. In the current legislation it totals 5 - 13 %. Apart from that, proposals have been put forward to introduce an ascending unified land tax from 0.1 to 0.5%, depending on the size of the land site.
Kazakhstan's H1 Growth slows to 5.1 P
The pace of Kazakhstan's economic growth halved to 5.1 percent in the first half of this year when compared with the same year-earlier period. 

The economy expanded 10.2 percent in the first half of 2007.
State Commission discusses Second Phase of 30 Corporate Leaders Program
During a session of the State Commission on the Modernization of the Economy of Kazakhstan the implementation of the second phase of the 30 Corporate Leaders of Kazakhstan program was discussed.

According to Minister of Economics and Budgetary Planning Bahyt Sultanov, the Commission is considering business initiatives for conducting large investment projects with specific provisions of state support and the development of state initiatives for defining priority areas in the non-crude materials sectors of the economy, and the formation of positive conditions for the development of business. Three main aspects of state support were put forward: finance, infrastructure, and land resources and deposits.

Emphasis was given to the importance of executing projects with a higher level of technological aspects and innovative components, and cultivating young, fast-growing mid-size Kazakhstani companies. A list of 45 important projects was put together for the program, including 17 infrastructure and 28 industrial projects for a total cost of $54 billion. The Kazyna Sustainable Development Fund is involved in the financing.

SCO Commodity Trade could reach $70 Billion, Nazarbayev says
According to President Nazarbayev, if commodity trade is stimulated between the countries of the Shanghai Cooperation Organization (SCO) it could reach a total value of $70 billion. 
A main priority is the formation of the SCO Development Fund – a body that would mobilize the financial resources for the purpose of the economic integration of the countries. 
    In the event of successful economic integration in the region, SCO member countries (China, Russia, Kazakhstan, Kyrgyzstan, Tajikistan and Uzbekistan), according to recent forecasts, will provide up to 30% of global gross national product by 2020 and commodity trade could reach $70 billion in the next few years.
$830 Million in Loans promised to Kazakhstan's Businesses
Kazakhstan's small and medium-sized businesses will get 100 billion tenge ($830 million) in loans as the government seeks to bolster economic growth in its two biggest cities. 

As said by Industry Minister Vladimir Shkolnik, state-owned Kazyna will provide 50 billion tenge for lending to businesses in Astana and Almaty. Another 50 billion tenge will come from commercial banks. Almaty-based businesses received 302.9 billion tenge in the first half from commercial banks, a fall of 44.3 percent from a year earlier. 
Kazakhstan's economy has grown an average 10 percent per year since 2000, but the nation's economy expanded 5.4 percent in the first half of 2008 (almost half the pace in the same period a year earlier) as banks curtailed lending because of the global tightening of credit. Annual retail sales growth in the first half slowed to 2.1 percent in Kazakhstan, an 81 percent decline from the same period last year. 
Kookmin buys 23% Stake in Kazakhstan's Center Credit 
South Korea's biggest bank Kookmin bought a 23 percent stake in Kazakhstan's AO Bank Center Credit for 59.9 billion tenge ($500 million) in a first step toward gaining control of the Almaty-based lender. 

The purchase comes after Kookmin announced in March it would buy 30 percent of Kazakhstan's sixth-biggest lender for $634 million. Kookmin will buy a further 7 percent stake by the end of this year and eventually raise the holding to 50.1 percent in 30 months, valuing the bank's total investment at $1.27 billion. 

Bank Center Credit posted a 0.4 percent increase in profit to 5.11 billion tenge ($43 million) in the first half of 2008 from a year earlier.

Bank Caspian H1 Profit falls 15 Percent
Kazakhstan's number eight bank -- Caspian, said its net profit shrank 15 percent year-on-year in the first half of 2008 to $19.1 million and announced plans to borrow $150 million abroad this year. 

Caspian's assets shrank 1 percent to 267 billion tenge ($2.2 billion) in the first half of this year. 

Kazakhstan decreases August Gold and Exchange Currency Reserves by 0.8 %
Kazakhstan’s international reserves (in current prices), including the reserves in the National Fund (preliminarily - $26.1 million), have decreased by 0.8 % to $46.62 million. 

The increase of net internal reserves of the National Bank in the first half of August, 2008 includes an increase in the monetary base by 3.6% (or KZT 60.4 billion). At current prices, the National Bank’s net international reserves have decreased by 2.4% (or $514.9 million). The National Bank’s reduced balances on correspondent accounts at second-tier banks in foreign currency and government moves for external debt servicing have been partially neutralized by currency purchase operations on the internal currency market and currency receipts on government accounts at the National Bank. 

As a result, net foreign currency reserves (hard currency) decreased by $262.4 million, assets in gold have decreased by $252.4 million as a result of sale operations and decrease in price on world markets by 8.7%,.
Sultanov says Kazakhstan has 5.7% Inflation for January – June
The inflation rate in January - June 2008 was 5.7%, according to Minister of Economics and Budgetary Planning, Bahyt Sultanov, which is 1.1 % higher than for the same period of the last year. In July inflation growth was 0.9 %. 

Ongoing growth in world prices for food and energy, external inflationary pressures from bordering states alongside internal factors continue to influence inflationary processes in Kazakhstan.
Inflation - Changes in consumer prices (% compared to preceding month)

	
	Jan
	Feb
	Mar
	Apr
	May
	Jun
	Jul
	Aug
	Sep
	Oct
	Nov
	Dec

	2007
	1.1
	0.8
	0.7
	0.5
	0.7
	0.8
	0.9
	0.7
	2.2
	4.4
	2.7
	1.9

	2008
	1.1
	0.8
	0.6
	0.9
	1.0
	1.2
	0.9
	0.8
	
	
	
	


Source: Kazakhstan Statistics Agency,  www.stat.kz

ENERGY & NATURAL RESOURCES

BTC Pipeline resumes Operation
Some 1.7 million bbl of Azeri crude were loaded aboard two tankers at Turkey's Mediterranean port of Ceyhan, the first transfer since the closure of the Baku-Tblisi-Ceyhan oil pipeline on August 5 due to an explosion and fire. 
In addition to the disruption in the Turkish sector, operation of the BTC line and other export outlets for Azeri oil across Georgia were shut down due to hostilities in early August between Russian and Georgian military forces. As head of the BTC consortium BP operates the BTC line that transports oil from Azerbaijan's Azeri-Chirag-Gunashli fields complex to world markets. It transported 670,000 b/d in 2007 and plans throughput of 840,000 b/d in 2008 and 1 million b/d in 2009.
The Russian incursion into Georgia raised fears over the security of the trans-Caucasus as an energy corridor for oil and gas from the Caspian region, as well as from countries of Central Asia, such as Kazakhstan and Turkmenistan. However, despite the shutdown of the BTC line and the other export options via Georgia, neighboring Kazakhstan has denied reports that it will withdraw its planned support for the project.
Operator BP owns 30.1% of the BTC line, while the State Oil Co. of the Azerbaijan Republic holds 25%. Other shareholders include Chevron, StatoilHydro, TRAO, Eni, Total, Itochu, Inpex, ConocoPhillips, and Hess.
Kazakhstan ups Oil Production 5.6%, Gas 13.1% in 7 Months
Kazakhstan increased oil and gas condensate production 5.6% year-on-year in the first seven months of 2008 to 41.138 million tons. Condensate production fell, by 7.1% to 3.708 million tons. 

KazMunaiGas produced 5.54 million tons of oil and gas condensate in the seven months, up 0.6% year-on-year. Companies partly owned by KazMunaiGas produced 16.942 million tons, up 8.9%: joint venture TengizChevrOil produced 9.829 million tons and KazGerMunai produced 1.817 million tons, up 24.8% and 4.4%, respectively; PetroKazakhstan Kumkol Resources produced 1.863 million tons, down 9.8%; and JSC Turgai Petroleum produced 1.917 million tons, down 7.6%. 

Kazakhstan produced 5.599 million tons of oil and condensate, including 486,902 tons of condensate, in July. Gas production in Kazakhstan grew 13.1% year-on-year in the seven months to 19.741 billion cubic meters, including 11.419 bcm of natural gas, up 13.9%. KazMunaiGas produced 800.305 million cubic meters of gas in the seven months, down 2.1% from the same period of last year. 
Kazakh Oil Exports Drop in First Half
Kazakhstan's crude oil exports fell 2.4 percent year on year to 30.7 million tons in the first half of 2008, still recovering from a sharp decline registered in the first quarter, according to the State Statistics Agency.
But oil output rose 5.9 percent to 41.2 million tons in January to July. Kazakhstan and its Central Asian neighbors suffered from extremely cold weather last winter and Uzbekistan reduced natural gas supplies to Kazakhstan as it used more gas for its own heating needs. Kazakhstan switched some of its heating boilers to fuel oil and boosted its output 38.2 percent in the first quarter. Oil exports fell 6.3 percent in the same period. 

The introduction of the oil export duty of $110 per ton in May also affected exports.

KMG loses Profit
KazMunaiGas’s profit will drop 35.6% in 2008. The company is expected to produce 17.4 million tons of oil and gas condensate and nearly 5.9 million tons have been processed. 

Analysts believe the main cause for the reduction is the newly introduced export tax.  The chairman of the Samruk Holding, Kanat Bozumbaev, has said that the company’s net profit is expected at KZT 188 billion this year. 

Its profit was over KZT 292 billion in 2007.
KMG to sign $2.5 Billion Loan Agreement
KazMunaiGas will sign a loan agreement for $2.5 billion. The loan will be taken to re-finance a syndicated loan of $3.1 billion that KMG procured in early 2008 to buy Romanian Rompetrol. 

The loan will be taken for a 3-year period and organized by Barclays, Bank of Tokyo-Mitsubishi UFJ, Societe Generale, SMBC, WestLB and Deutsche Bank.

Kazakhstan replaces Burkitbayev
Kazakhstan has replaced the chief executive officer at KazMunaiGas for the second time in three months. 

Kairgeldy Kabyldin, 55, until now chairman of KazMunaiGas, had taken over from Serik Burkitbayev, 50, as chief executive, KazMunaiGas said in a statement. It gave no reason for the replacement of Burkitbayev who was appointed in late May. 

KazMunaiGas owns minority stakes in the Central Asian country's largest oil projects, such as Tengiz and Kashagan, as well as a controlling stake in the London-listed upstream company KazMunaiGas E&P.
MangistauMunaiGas’s first 6 Months Net Profit totals KZT 79 Million
In the first half of 2008, MangistauMunaiGas net profit totaled KZT 79 billion, Uzakbai Karabalin, the acting general director of MMG said. 

In the first 6 months of 2008 the company’s income was KZT 108 billion. The company had paid KZT 134 billion in taxes or other mandatory payments into the budget during this period.
Gazprom Neft offers own Assets in MMG Bid
Russia's Gazprom Neft will offer Kazakhstan a stake in one of its own projects in exchange for a 49 percent stake in Kazakh oil firm MangistauMunaiGas (MMG). 

Kazakh state oil and gas firm KazMunaiGas is buying MMG from Indonesia's Central Asia Petroleum Ltd. Gazprom Neft Deputy Chief Executive Boris Zilbermints said his company wanted to become KazMunaiGas' sole partner in MMG. Gazprom Neft, a subsidiary of Gazprom could offer KazMunaiGas one of its field in Western Siberia. Gazprom Neft could also secure oil supplies to MMG's Pavlodar oil refinery in Northern Kazakhstan which is not connected to Kazakh oilfields.

 MMG has total oil reserves of 812 million tons and recoverable reserves of 194 million tons.

Tethys Petroleum finds Gas in Kazakhstan
The Canadian Tethys Petroleum Limited operating in Kazakhstan found significant gas reserves at the Akkulkovskaya (Akkulka) field.
As a result of testing at the AKK 15 exploration well at the Akkulka field located in Kazakhstan, experts observed strong gas emissions. The company’s technical analysis showed that potential gas production may reach 480,000 cubic meters per day. 
Tethys Petroleum Limited is exploring three areas in Aktobe Oblast including Kyzyloil, Akkulkovskaya and Kul-Bas fields, according to Neft Rossii.

Fitch says Kazakh entering 5 years of Intensive Investment
Kazakhstan's oil and gas pipeline operators, according to Fitch Ratings, are set to embark on intensive investment programs over the next 5 years to capitalize on favorable oil and gas industry fundamentals, as well as increased demand from a rapidly growing Kazakh economy. 

The ratings agency assumes that, whilst the credit impact of these programs will be more pronounced in the short-term, it could be limited in the long-run based on the nature of projects funding. KazTransGas (KTG), a national operator of gas pipelines in Kazakhstan, has increased capital expenditure plans with a view to investing more than $8 billion in the construction of three gas pipelines, including the West-South gas pipeline, the China gas pipeline and the By-Caspian gas pipeline. 

In turn, Kazakhstan's state-run oil pipeline operator KazTransOil (KTO) intends to invest more than $2 billion in the construction of two new oil pipelines. The two new lines include the Kenkiyak-Kumkol route, which will connect western Kazakhstan to China, and a link between the Kashagan oil field and a new export terminal on the Caspian Sea.
Moreover, according to Fitch, the consortium operating the Caspian Pipeline Consortium (CPC) pipeline is considering the possibility of pipeline capacity expansion, with the costs estimated at some $2.5 billion.
Oil Imports through Sino-Kazakhstan Pipeline top 10 Million Tons
Up to early August this year, crude oil imports through the Kazakhstan-China pipeline topped 10 million tons.
According to statistics released by Urumqi Customs, since this pipeline started operation in July 2006, it has transported 10 million tons of crude oil to China until August 9 of this year. The transported oil increased to close to 400,000 tons monthly in 2007 from 300,000 tons monthly in 2006. And the monthly average oil transport volume in 2008 has reached 480,000 tons, among which, the monthly transported oil in April 2008 topped 500,000 tons. 
Crude oil transport volume through the pipeline is expected to reach 10 million tons annually.

Russia's Severstal buys Gold Mine in Kazakhstan
Severstal, Russia's largest steelmaker has bought 100 percent of the Balazhal gold mine in East Kazakhstan.

As stated by Severstal, the mine has estimated recoverable reserves of up to 20 metric tons of gold, and a resource potential of up to 30-40 tons. The mine and heap leaching plants, located 260 kilometres south of the city of Semipalatinsk, were built on deposit in 2004, but mining operations were suspended due to financial difficulties in 2006. Severstal Resources said it plans to resume production by 2009 and to raise output to 1.5-2 tons of gold a year within two to three years and was considering both potential heap leaching and gold concentrate production. 

Severstal is majority owned by billionaire Alexei Mordashov. In 2007, Severstal Resources' gold assets produced 5.3 tons of gold, with its resource base totalling around 445 tons, including the Balazhal mine.

Kazakhstan Miner's Profit soars
Eurasian Natural Resources Corp said its first-half net profit more than tripled, helped by higher profit margins, and said it expects a "very strong" second half with steady prices for key steelmaking commodities. 

ENRC said net profit jumped to $1.34 billion from $381 million a year earlier, driven by the ferroalloy and iron-ore divisions, which make products used in steelmaking. Revenue rose with 85% to $3.44 billion from $1.86 billion, while costs rose 21% to $1.44 billion. ENRC has increased its capital expenditure program 92% to $6.9 billion to boost ferrochrome, iron ore and electricity production amid expectations of continuing demand for the commodities. 

ENRC reiterated that its biggest shareholder, Kazakh copper miner Kazakhmys PLC, shouldn't get a seat on its board because of a conflict of interest, but added that Kazakhmys's stake of about 25% wouldn't block any big transactions. 
Arcelor Mittal gets Order to Modernize
Prime Minister Karim Masimov has ordered Arcelor Mittal Temirtau to proceed with its stated plans to modernize its operations to achieve an output of 10 million tons of steel per year by 2014. 

The prime minister ordered the company to complete the technological portion of the plan, including the allocation of land, power supply, water delivery, the development of transportation infrastructure and the preparation of the required raw-material base.

TRANSPORT & INFRASTRUCTURE
Aktau Port Coastal Protection Structures scheduled for Completion by Year’s End
Coastal protection structures will be completed at the Aktau port by the end of 2008, the Ministry of Transport and Communications reported. 
The work is being conducted under the project for the northern expansion of the Aktau Sea Port. The expansion project provides by 2012 for an increase of the port's capacity for the transportation of cargo of up to 23 million tons a year. Four bulk-oil berths and three dry-cargo berths will be constructed additionally. As stated by the Ministry, the total cost of the project is KZT 41.7 billion. The project is financed by the Development Bank of Kazakhstan, which allocated KZT 15.4 billion. The next stage of work is the construction of coastal infrastructure with a multipurpose terminal, which is scheduled for completion in 2012.
More than 11 million tons of cargo was transported last year through the Aktau port. 
AGRICULTURE

Kazakhstan’s 2008 Grain Harvest to be 17 Million Tons
Kazakhstan’s gross grain harvest in 2008 is expected at about 17 million tons of grain, with an export potential of about 5.5 million tons. 

Minister of Agriculture Akylbek Kurishbayev announced that, taking into account internal consumption, the forecasted gross grain harvest will allow Kazakhstan to export about 5.5 million tons of grain in 2008 - 2009. This is an average figure for the last 5 years. According to monitoring, the country possesses 2 million tons of grain, including 1.6 million tons of edible grain. 
As of August 15, about one million hectares have been harvested; or 10% of the harvestable acreage. 
MISCELLANEOUS
Kazakhstan’s Medical Establishments need 5,000 Doctors
Kazakhstan’s medical establishments need more than 5 thousand new doctors, half of them in rural areas, according to the Department for Education, Science and Human Resources of the Ministry of Public Health. 

The Public Health Ministry had proposed increasing remuneration and social benefits for young doctors. Medical specialist have shown a preference to move from state medical establishments to commercial hospitals that pay higher salaries, and new medical graduates are unwilling to work on their specialty because of the reduction in prestige of working in medicine.

The increased demand for medical personnel has also occurred due to the construction and commissioning of new public health structures. Annual brain-drain from the sector is at 5.5%, or more than 2,500 professionals.

Astana Education System to get KZT 68.5 Billion, Tasmagambetov says
KZT 68.5 billion will be allocated for the development of Astana’s education system in 2009 – 2011, Astana Akim Imangali Tasmagambetov announced. 

The main problem with the education system of Astana is "social infrastructure that lags behind the pace of the physical growth of the city and the people." 

EXHIBITIONS IN KAZAKHSTAN
	

	11 September - 13 September 2008 

Astana Zdorovie 2008 

5th Anniversary International Kazakhstan Exhibition on Healthcare



	

	16 September - 18 September 2008 

WaterTech Central Asia 2008 

1st Central Asian International Water Technology Exhibition & Conference



	

	17 September - 19 September 2008 

AtyrauFood 2008 

6th North Caspian Regional "Foodstuffs, Drinks, Packaging and Equipment" Exhibition



	

	17 September - 19 September 2008 

KazMet 2008 

Central Asian International Metallurgy, Metal-Working and Machinery Construction Exhibition



	

	17 September - 19 September 2008 

Kazcomak 2008 

5th Anniversary Kazakhstan International Exhibition



	

	17 September - 19 September 2008 

MiningWorld Central Asia 2008 

14th Central-Asian International "Mining and Processing of Metals & Minerals" Exhibition



	

	17 September - 19 September 2008 

Astana Leisure 2008 

5th Kazakhstan International Tourism Exhibition in Astana



	

	24 September - 26 September 2008 

Transit-Trans Kazakhstan 2008 

11th Kazakhstan International "Transport and Logistics" Exhibition



	

	24 September - 26 September 2008 

KaragandaBuild 2008 

2nd Kazakhstan Regional Exhibition "Construction and Interior, Heating and Ventilation”



	

	7 October - 10 October 2008 

KIOGE 2008 

16th Kazakhstan International "Oil & Gas" Exhibition



	

	9 October - 11 October 2008 

HomeStyle Astana 2008 

5th Anniversary Kazakhstan International Specialised Exhibition "Household Appliances, Furniture and Interiors"



	

	15 October - 17 October 2008 

MangystauBuild 2008 

2nd Kazakhstan Regional Exhibition "Construction and Interiors, Heating and Ventilation, Air Conditioning, Windows and Doors, Faсades"



	

	3 November - 5 November 2008 

Moda and TextileExpo 2008 

6th Central Asian International Exhibition "Clothes, Fabrics, Textile, Thread, Equipment, Special and Corporate Clothes"



	

	4 November - 6 November 2008 

CleanExpo 2008 

6th Central-Asian Specialised Exhibition Cleaners, Dry Cleaning and Laundry Machines, Cleaning Equipment



	

	4 November - 6 November 2008 

Power Kazakhstan 2008 

7th Kazakhstan International "Power and Lighting" Exhibition and Conference



	

	4 November - 7 November 2008 

WorldFood Kazakhstan 2008 

11th Central Asian International "Food Industry" Exhibition



	

	4 November - 6 November 2008 

Mangystau Oil & Gas 2008 

3rd Mangystau Regional Exhibition "Oil and Gas"



	

	5 November - 5 November 2008 

AgriCA 2008 

6th Central-Asian International Conference "Agriculture and Food Industry”


For a complete overview of and more information on exhibitions in Kazakhstan, please visit

www.iteca.kz
www.exhibitions.kz
www.expocentralasia.com
www.expodatabase.com
UPCOMING EMBASSY EVENTS

	DATE
	
	EVENT
	
	TIME/LOCATION

	
	
	
	
	

	18 September
	
	Dutch Business Drinks
	
	18.30h  

Grand Café
Furmanova/Zhambyl,

Almaty

	
	
	
	
	

	7-10 October
	
	KIOGE 2008
	
	Atakent Exhibition Center

Timiryazev/Auezov Almaty

	
	
	
	
	

	16 October
	
	Dutch Business Lunch
	
	12.30-14.30h  Palladium
Almaty

	
	
	
	
	


CONTACTS
Embassy in Astana
When visiting Astana, please do not hesitate to visit our Embassy. 
H.E. Ambassador Mr. Klaas van der Tempel and his colleagues will be happy to receive you.

Embassy of the Kingdom of the Netherlands

62, Kosmonavtov str.

Chubary mcrd, 3rd floor

010000 Astana

tel: +7 (7172) 555450

fax: +7 (7172) 555474
ast@minbuza.nl
Comments and subscriptions
The Economic Newsletter on Kazakhstan appears every month and is distributed by e-mail. Back issues can be downloaded from our website www.netherlands-embassy.kz. 
If you would like to be added to our mailing list or if you wish to unsubscribe, or if you have any comments or suggestions regarding the Newsletter, please contact

Economic and Commercial Section

Ms. Nadia Verwaal

tel: +7 (727) 2503773
e-mail:  nadia.verwaal@minbuza.nl  / alm-ea@minbuza.nl 
Please mention your company and contact details.
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The Economic Section of the Embassy of the Kingdom of the Netherlands in Kazakhstan intends to distribute this newsletter as widely as possible among Dutch institutions, companies and persons from the Netherlands. The newsletter summarises economic news from various Kazakhstani and foreign publications and aims to provide accurate information. However, the Embassy cannot be held responsible for any mistakes or omissions in the bulletin.
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