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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.


FINANCE, MACRO-ECONOMICS and economic policy
Netherlands remains Leader in Kazakhstan Investments for 2007

The Netherlands was the biggest investor into Kazakhstan last year. In 2007, the Netherlands again became the leader in volumes of investments into the Kazakhstani economy for an amount of US $3.1 billion. Trade between both countries increased up to EUR 650 million.
GDP Growth expected at 5.3%, Budget Income to grow by KZT 30 Billion

According to Minister of Economy and Budget Planning Bakhyt Sultanov, Kazakhstan expects a growth of real GDP at 5.3% in 2008 which corresponds to the government’s plan.

The minister said export will grow by US $7.1 billion and will reach US 457.3 billion mainly due to increase in oil prices as compared to forecasted parameters (in 2007 – US $48.3 billion).

Kazakhstan’s national budget income in 2008 will be KZT 2.73 trillion with a growth of KZT 29.9 billion over the ratified budget. Sultanov said tax receipts from the oil sector into the National Fund as compared to forecasts will increase by more than KZT 400 billion and total assets will be KZT 4 trillion ($32.8 billion) at the end of the year.

 "A decrease in forecasted budget income from the non-oil sector of KZT 260.2 billion will be compensated by export customs duty receipts from oil and bitumen of KZT 159.9 billion and additional assured transfers from the national fund at KZT 120 billion." Sultanov said national expenditures are expected at KZT 3.06 trillion, for a growth of KZT 153.1 billion as compared to the ratified budget. He specified, "to stimulate consumer demand to grow business investments, the solution of a number of regional problems requires the additional allocation of KZT 200.1 billion.” 
Kazakhstan's Jan-April Industrial Growth slows


Kazakh industrial growth slowed in the first 4 months of 2008 as copper, steel and iron ore output shrank in key industrial regions and oil production registered a decline in April. 

Central Asia's biggest economy has shown signs of weakness since mid-2007 when global liquidity problems started to bite into its long-booming banking sector, sparking concerns that credit woes could spill over into the country's wider economy. Industrial output grew 3.5 percent year-on-year in January-April 2008 compared to 9.5 percent in the same period of last year. Industrial production shrank 3 percent month-on-month in April compared with 10 percent growth in March.

The utilities sector registered the sharpest decline as central heating went off in most parts of Kazakhstan in mid-April due to warm weather. Oil and mining -- Kazakhstan's key industries -- added to the slowdown, with crude oil output falling 5.6 percent month-on-month in April. Natural gas output shrank 7.3 percent and copper production fell 5.3 percent. 

London-listed Kazakhmys accounts for the bulk of Kazakh copper output. The country's total copper output was down 17.5 percent year-on-year in January-April.

Kazakhstan increases Foreign Trade by 39%

As of the beginning of the current year, Kazakhstan’s foreign trade has increased by 39%, Minister of Industry and Commerce Vladimir Shkolnik said. "In the first quarter of 2008, the country achieved positive results in foreign trade." In January - March, the volume of foreign trade jumped by 39% to $22.9 billion.

    
Mr. Shkolnik noted that the positive trade balance totals $9 billion after increasing 2.4 times in comparison with the same period of 2007.

Kazakhstani Banks Profits rise Despite Liquidity Deficit


Despite the liquidity deficit and problems with external funding Kazakhstani banks have shown profit growth. 
Delta Bank’s net profit was estimated at KZT 160.1 million having increased 211% in 2007 as compared to 2006. Nurbank’s net profit increased 115% from KZT 1.4 billion in 2006 to KZT 3 billion in 2007. Kazkommertsbank’s net profit grew 108% from KZT 27.8 billion to KZT 57.8 billion. Alliance Bank tripled its net profit in 2007 to KZT 42.7 billion as compared to KZT 14 billion in 2006. 

BTA Bank more than doubled its net profit to KZT 48.7 billion. Halyk Bank has 49% growth in net profit. According to consolidated financial records for 2007, it increased to KZT 40.5 billion from KZT 27.2 billion in 2006. BankCenterCredit increased its net profit 44.4% in 2007 to KZT 14.5 billion from KZT 4.5 billion in 2006. 
  
 However, according to the FSA, in the first quarter of 2008, the aggregate net profit of Kazakhstan’s commercial banks reduced 46.8%.

Loans to Assets Ratio at 75%

As of April 1, 2008 the ten largest banks in terms of assets, managed to disburse 95% of all loans provided and attracted 88% of the deposits including 94% from individuals and 85% from businesses.
Kazkommertsbank lead in the disbursement of loans at KZT 2.2 trillion, BTA Bank and Halyk Bank were second and third with KZT 2.1 trillion and KZT 1.1 trillion, respectively. The maximum amount of deposits was attracted by Halyk Bank, which obtained deposits of KZT 367 billion from individuals and KZT 621 billion from businesses. Kazkommertsbank and BTA Bank followed.
 In the first quarter of 2008, the average ratio of loans to assets was 75%. In terms of risks the indicator for the average Kazakhstani bank should not exceed 85%. However, this indicator should be analyzed together with assets’ quality. Kazkommertsbank managed to maintain the ratio of 85%, while Temirbank and BTA Bank also achieved high indicators with 84% and 78% respectively.
 The lowest indicators were for Eurasian Bank – 62%, Nurbank – 64% and Halyk Bank – 69%. During this period, their ratio of deposits to assets was 35%. This figure is rather low and shows that they have higher liabilities, particularly securities and external loans. External loans obtained by the banks negatively affect this indicator, according Biznes & Vlast.
Halyk Bank of Kazakhstan gets Two International Awards

Halyk Bank of Kazakhstan received two awards for "The Best Retail Bank in Kazakhstan in 2007" and "The Best Retail Bank in Central Asia in 2007" in the field of retail financial services from the Asian Banker Magazine at its 7th Awards function." 

CIS Statistical Committee states Inflation Highest in Tajikistan, Lowest in Armenia


According to the CIS Statistical Committee, the highest inflation rates have been reported in Tajikistan (26.6%), and the lowest in Armenia (8.6%), for the January-April 08 period. 

Inflation in Kazakhstan was 18.8%, Azerbaijan - 17.8%, Moldova - 15%, Russia -13.2%, Belarus - 15%, and Georgia - 11.5%. The CIS Statistical Committee does not have inflation rates for Turkmenistan and Uzbekistan in its report. On average, inflation within the Commonwealth of Independent States was 16%. 

The CIS Statistical Committee also released data on GDP growth during January-April 2008. GDP growth in the CIS countries was 8% on average as compared with the same period of last year. The highest GDP rate was reported in Azerbaijan (15%) and Belarus (10.4%). In Russia and Armenia, GDP growth was 9.3%, in Uzbekistan - 8.1%, in Kyrgyzstan - 6.3%, in Kazakhstan - 6%, in Ukraine - 6.2%, and in Tajikistan - 4.1%.
Inflation 

Changes in consumer prices (% compared to preceding month)

	2007

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

	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

	Jan
	Feb
	Mar
	Apr
	May

	1.1
	0.8
	0.6
	0.9
	1.0


Source: Agentstvo Respubliki Kazakhstan po statistike,  www.stat.kz

energy & natural RESOURCES

Oil Production increases 6.6%, Condensate 4.7%

19.3 million tons of crude oil and 4.3 million tons of gas condensate were produced in January-April 2008. This is 6.6% and 4.7% higher respectively as compared to the same period of 2007.
In addition, 11.5 billion cubic meters of natural gas was produced during this period (15.6% higher than in the same period of 2007). Associated gas production reached 4.8 billion cubic meters in the recording period (15.4% higher). In January-April 2008, 908.3 thousand tons of gasoline was produced including air gasoline, which is 2.3% lower than in the same period of 2007. At the same time, kerosene production decreased 5.6% to 130.8 thousand tons, according to Interfax-Kazakhstan.

Kashagan Field Oil Production delayed again


Kazakhstan’s Minister of Energy and Mineral Resources Sauat Mynbaev has said foreign participants in the Agip KCO consortium have proposed postponing the beginning of commercial production for another couple of years in Kazakhstan’s Kashagan oil field. According to the minister, they talked about re-scheduling the “big Kashagan oil” from 2011 to 2012 or 2013. Such a position of the consortium shareholders puts an end to the plans of Kazakhstan to become one of the world’s 10 largest petroleum producers, or rather, it puts them off for another two years resulting in a total setback of seven to eight years, considering the original date of the first oil plan had been 2005. Experts told that a further change of dates, from 2011 to 2012-2013, was predictable.

As a result of the lengthy negotiations with the consortium on the extension to 2011 in January this year, the Kazakh government has been able to increase its interest in the project from 8.33 percent to 16.81 percent. 
    
ENI expects Kashagan’s output to reach 370,000 barrels per day when it eventually comes online and to reach peak production of 1.5 million barrels per day by 2019.

Kazakhstan bans export of Oil Products amid Soaring Fuel Costs

Kazakhstan on May 19 banned the export of all refined oil products, as the energy-rich Central Asian nation grapples with soaring fuel costs. 

Kazakhstan has huge oil and gas resources, but soaring prices for consumer products like diesel and other fuel are having a knock-on effect on the country's agricultural sector. The increase in the cost of diesel and gasoline has outstripped the rate of inflation in recent months. Inflation already looks set to hit last year's rate of 18 percent.
 Industry insiders insist rising fuel costs are caused by foreign demand, but the head of Kazakhstan anti-monoply body said Monday he believed there have been instances of price-fixing for some forms of fuel.
 Soaring costs for basic food staples are causing widespread discontent among Kazakhstan' relatively poor population. 
Sultanov says Kazakhstan lowers Oil Production Forecast


Kazakhstan's Economics Minister said the government has lowered this year's oil output forecast to 67.6 million tons. 
    
Bakhyt Sultanov said the volume has been revised downward from the Energy Ministry's earlier projection of 70 million tons. The new estimate means output this year will be closer to that of 2007, when Kazakhstan produced around 67 million tons of oil.
 
Sultanov said the projection was readjusted to factor in the impact of repair works. The setback will come as a disappointment to the government, which has said it aims to increase its oil output twofold by 2015.
Kazakhstan may enforce Universal Oil Export Duty

Kazakhstan announced plans on Thursday to enforce an oil export duty for all producers in the resource-rich country, alarming Western companies that have so far been exempt from the measure.

 
Kazakh officials have so far assured Western majors their operations would not be liable as their production contracts cannot be changed. The duty of $109.91 per ton, enforced on May 18, applies largely to domestic producers. 
   
 In the government's first indication this may also change, Finance Minister Bolat Zhamishev told the parliament he supported moves to make all producers pay export duties to boost budget revenues and stabilize domestic supplies: “At the moment the export duty is enforced with limitations. This means that it does not affect producers who use contracts stipulating a stable (customs) regime. From next year it is assumed that this exemption will be waived with the introduction of a new tax code."

Masimov says Government guarantees Oil and Gas Contract Stability


Prime Minister Karim Masimov has held a meeting with members of a US Congress delegation headed by Nick Rahall, chairman of the House of Representatives Committee on Natural Resources.

They discussed bilateral political and economic cooperation. The Prime Minister noted Kazakhstan’s openness in its oil and gas sector for investments from US companies adding the government would guarantee the stability of current contracts.
KMG chosen Organizers of US $ 2.5 billion Loan

KazMunaiGas intends to begin the syndication of a $2.5 billion, three-year loan. The loan organizers will be ABN Amro, Barclays, SMBC, Societe Generale, Bank of Tokyo-Mitsubishi, Deutsche Bank, Credit Suisse and West LB. 

Proceeds will refinance the company's US $3.1 billion, one-year unsecured bridge loan that was signed in January. 

That unsecured loan paid a margin of 90 basis points (bps) over LIBOR and was used to fund the borrower's purchase of Romania's second-largest oil company Rompetrol, according to Interfax-Kazakhstan.


EU assists Central Asia to reduce Gas Losses

The European Union is starting a new project to provide technology and methodology for reducing gas losses in Central Asia. The project will deliver practical know-how transfer and training to gas transmission companies of Kazakhstan, Kyrgyzstan, Uzbekistan and Turkmenistan to reduce gas leakages and promote sustainable gas emission management practices

As Francois Ruel, regional coordinator for the Delegation of the European Commission stressed, "The successful implementation of this project will significantly increase the security of gas transmission lines in Central Asia and reduce pollution for years to come". The European Union allocates Euro 1.5 million for the project under its INOGATE Program. WYG International and its consortium partners will execute the project.

infrastructure

Shell to soon join Samsun-Ceyhan Pipeline

Royal Dutch Shell Plc is near signing a deal with the Turkish Calik Energy and Italian Eni to join work on an oil pipeline between the Black and Mediterranean seas. The deal would assure supplies for the pipeline, probably from Kazakhstan's Kashagan field. Construction was started last year without securing the necessary throughput.

The 550-km long (340 miles) pipeline is expected to cost $1.5 billion and will ship an initial 1 million barrels per day to the Turkish port of Ceyhan on the Mediterranean, with plans to raise the capacity to 1.5 million bpd. The project, which will be carried out by the Trans Anatolian Pipeline Company (Tapco), was envisioned to reduce increasing traffic on the Bosphorus Straits in Istanbul.

Calik and Eni each have 50 percent in Tapco and under the new deal Shell will get "a considerable stake" from them.

A pipeline between Kazakhstan and the Russian Black Sea port of Novorossiysk carries 750,000 barrels per day, a part of which Shell may be able to divert to the Turkish project.

Almaty delays Metro Completion Date


The contractors for the Almaty metropolitan have announced they will not be able to complete the construction of the first line within one year. 

The announcement was made during a session on the Almaty metropolitan construction held on May 15. "The metropolitan is an important strategic structure for Almaty city and its construction is one of the main problematic questions of today," said Akhmetzhan Yesimov, the city akim said.

Other sectors

Telecommunications Market grew 18% to KZT 314 Billion

Kazakhstan's telecommunication market totaled KZT 314 billion or US $2.6 billion in 2007, which is 18% higher than in 2006.

"The number of subscribers for fixed phone communications reached 3.1 million, the density of phone users to hundred people is 20%, and the density of mobile users is 78%. In 2007, the number of Internet-users in Kazakhstan reached 1.8 million, which is 11.6% of the country's population." 

The percentage of fixed communication subscribers is scheduled to go up to 23%, mobile subscribers to 91% and internet subscribers to 15% by the end of 2008, according to Kazinform.
Kazakhstan plans to simplify Complex Trading Rules

Kazakhstan announced plans to simplify by next year its customs regulations, which have been criticized by domestic producers and labeled by the World Bank as the world's most complicated. Finance Minister Bolat Zhamishev told a government meeting Kazakhstan would change its legislation this year with a view to introduce simplified trading procedures from January 2009: "Overall it will be something our business will appreciate and will have an impact on economic development.” 

Bowing to growing pressure to liberalize the sector, Prime Minister Karim Masimov ordered the government this month to speed up the reform in a country aiming to join the world's 10 biggest crude exporters within a decade.

The World Bank ranked Central Asia's biggest economy and oil producer at the bottom of the 178 countries it surveyed in its 2008 "Doing Business" report in terms of time and money required to arrange standard import and export deals. According to the World Bank, exporting a standardized cargo of goods currently requires 12 documents, takes 89 days and costs $2,730 to arrange, while an import procedure involves 14 documents, costs $2,780 and takes 76 days. 

Under the changes, the number of documents required in both operations will be cut substantially.
Long Way to go for Kazakhstan’s Export Diversity   

Central Asia's top economy must drastically improve conditions for exporters if it wants to diversify beyond oil, grain, uranium and copper output, said Saule Akhmetova, deputy head of the state Corporation for Export Development and Promotion.
"The unstable nature of existing exports of processed products reflects the lack of comprehensive, well-targeted state policies aimed at concentrating efforts to diversify exports," Akhmetova told Reuters earlier this week. Kazakhstan, a nation the size of Western Europe, inherited a complex industrial infrastructure left over from its Soviet past. It exported $48 billion worth of products in 2007, two thirds of that being energy products. 

The global credit crunch squeezed Kazakhstan hard last year due to its dependence on foreign corporate debt, making the authorities more focused on efforts to diversify the economy and to reorient exports towards value-added goods. But sectors such as machinery, food processing and chemicals still make up a tiny portion of total exports. The share of processed goods actually shrank 1.6 percentage points between 2007 and 2002, official numbers show.
 Akmetova: "What we see today in the area of exports is mainly due to the low competitiveness of domestic processed products compared with foreign rivals, and also Kazakh producers' inability to match demands set by exports markets. Value-added goods -- cars, electric devices and other consumer products -- comprised only three percent of total exports in 2007 -- a fall from six percent from 2002.
Development Bank of Kazakhstan funds New Projects
The Board of Directors of the Development Bank of Kazakhstan approved financing for 10 investment projects including 3 breakthrough projects such as textile production in Ontustik free economic zone in South-Kazakhstan Oblast, modernization of Taraz plant for ferroalloy production, and the expansion of the Aktau international sea trade port. 

In addition, a number of projects were approved for construction of structures such as a cement plant in Almaty Oblast, the first plant for recycling worn tires in Astana, first transport and logistics centre in West Kazakhstan, Aktobe city, and modernization of the thermal electrical station in Ridder city of East-Kazakhstan Oblast. Total funding for approved projects was $800 million. 

DBK was founded in 2001. It includes Sustainable Fund Kazyna created to improve corporate governance system in development institute. DBK funds average and long term loans in industrial infrastructure and non-crude branches of economy.
 

Government ready to provide Tax Preferences for Import of Hothouses
According to Agriculture Minister Akylbek Kurishbayev, the government is ready to provide tax preference for the import of hothouses and hothouse equipment: "To stimulate the development of hothouse facilities, the import of hothouses and hothouse equipment, the government took measures to exempt hothouses from customs duties and to include them into the list of property exempt from VAT," Kurishbayev said. 

This year, about 60 hothouse facilities will be organized by KazAgro, which provides cheap loans for their construction.
Almaty forms Shareholder Protection Association

The National Association for the Protection of Shareholders will be founded in Almaty, Kazakhstan Today cited the League of Consumers of Kazakhstan as reporting. 

According to the league, "the amount of applications connected with the non-fulfillment of obligations on the part of construction companies toward their shareholders increased during the recent past. Each day, dozens of shareholders apply to the League of Consumers. 
Exhibitions Kazakhstan

June



12 June - 14 June 2008 

InterFood Astana 2008 

10th Anniversary Kazakhstan International Exhibition Foodstuffs, Drinks, Packaging And Equipment For Food Industry




12 June - 14 June 2008 

AgriHort Astana 2008 

3th Kazakhstan International Exhibition Agriculture

Coming up in Autumn



3 September - 6 September 2008 

KazBuild 2008 

15th Kazakhstan International Exhibition Construction and Interiors, Ceramics & Stone, Windows and Doors, Facades




16 September - 18 September 2008 

WaterTech Central Asia 2008 

1st Central Asian International Water Technology Exhibition & Conference



7 October - 10 October 2008 

KIOGE 2008 

16th Kazakhstan International "Oil & Gas" Exhibition
For a complete overview, please visit  www.iteca.kz.

Overview Embassy-events

	DATE
	EVENT
	LOCATION

	19 June
12.30-14.30h

(R.S.V.P.)
	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 2503773
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

3rd floor

Chubary mcrd
010000 Astana

Tel: 7-7172-555450
Fax: 7-7172-555474
ast@minbuza.nl
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