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MACRO-ECONOMICS & FINANCE

Kazakhstan earmarks $21 Billion to Combat Crisis
Kazakhstan plans to inject $21 billion into its economy to counter the impact of the global financial crisis and expects growth will be a lot slower next year. 

The government had previously said it would pump $15 billion into its $100 billion economy, including $10 billion from the $26 billion National (Oil) Fund and $5 billion in Central Bank injections. The government had also decided to allocate $5 billion from national pension funds to boost liquidity but did not give details. Kazakhstan's 14 pension funds, all but one of them private, have total assets of $11.5 billion. A fund worth $1 billion has also been established to purchase troubled assets from banks.
Under the plan, $4 billion will be invested in supporting the financial sector. Another $3 billion will be allocated to revitalizing the real estate sector, formerly a key economic driver that has been battered by excess exposure to cheap foreign credit. The government has also set aside funds to support small and medium business, agriculture ($1 billion) and development of infrastructure and industry. 

Kazakhstan’s banks were among the first to be hit by the worldwide liquidity crunch last year because of high reliance on foreign borrowing. Top banks have survived, but the government says lenders will need to pay back around $12 billion next year. Samruk-Kazyna, a state-run national welfare fund, earlier this month agreed to pump $3.5 billion into the country's four top banks by taking stakes in the lenders.
Kazakhstan’s 2008-2009 Growth may slip below forecasts – IMF
Kazakhstan's economic growth in 2008 and 2009 may slip below forecasts due to the global financial crisis and falling commodity prices.
In September, the IMF cut its forecasts for Kazakhstan's gross domestic product (GDP) growth to 4.5 percent in 2008 and 5.3 percent in 2009 from earlier figures of 5.0 percent and 6.0 percent, respectively. The IMF stated prospects for Central Asia's largest economy were now getting worse as major economies plunge into recession, weakening demand for its energy and metals exports.

Kazakhstan's GDP grew 3.9 percent year-on-year in January-September, a sharp decline from the average annual growth of 10 percent recorded since the beginning of the decade. Earlier this month, the IMF cut its global economic growth outlook for 2009 by 0.8 percentage point to 2.2 percent. 

Falling prices for Kazakhstan's key exports have put its tenge currency under pressure. The Central Bank has intervened heavily to effectively fix the tenge to the dollar at around 120 tenge against the dollar since last year. 
Kazakhstan cuts Growth Outlook, citing Commodities
Kazakhstan nearly halved its three-year economic growth range to below three percent, blaming weaker prices for its oil and metals exports. 
Presenting changes to the 2009-2011 budget to the upper house of parliament, Economy Minister Bakhyt Sultanov said the government projected annual growth of 2.7-4.1% for 2009-2013 from the previous official forecast of 5.0-7.0 percent.  According to the Ministry’s estimates, on average, the annual growth of industrial production in 2009 - 2013 will be 2.9%. The growth of gross agricultural production will be 3.2%.The average annual growth of construction work is expected at the level of 2.3%, transportation services will increase on average by 2.7%, and the range of communication services by 10.2%. GDP per capita by 2013 will be more than US $13,000.
The budget sees a 2009 deficit ratio to the gross domestic product at 3.4 percent in 2009 compared to 3.0 percent announced earlier - bigger than this year's deficit of 2.1 percent. Next year's budget is based on projected average world oil prices of $40 per barrel in 2009 and $50 per barrel for the Brent benchmark in 2010 and 2011. Kazakhstan was previously basing its budget for the next three years on an average oil price of $60 per barrel.
    Sultanov said 2009 budget spending, set at 3.4 trillion tenge ($28.3 billion) against 2.9 trillion tenge in revenues, would have to be cut further to adapt to tighter conditions. Spending would have to be restricted "until better times" in areas such as construction of new state buildings, as well as defence and space programs.
Kazakhstan’s October Gold and Exchange Currency Reserves drop 4.4 %
Kazakhstan’s international reserves as a whole (at current prices), including the National Fund (preliminarily $26.33 billion), decreased by 4.4% to $47,36 billion.
A decrease in net international reserves at the National Bank in October 2008 led to a compression of the monetary base by 10.5% (or KZT 184.7 billion). As a result, net foreign currency reserves (hard currency) have decreased by $685.4 million, assets in gold have decreased by $241.4 million as a result of a decrease in gold prices on world markets of 11.9 %. 

At current prices, the National Bank of Kazakhstan’s net international reserves have dropped by 4.2 % ($926.8 million).

Kazakhstan’s 2009 Inflation forecasted at 7.5-9.5% and in 2010 – 7-9%
Kazakhstan is forecasting an inflation level in 2009 at 7.5-9.5% and in 2010 – 7-9%, according to the National Bank. The inflation rate will gradually decrease and by 2013 will be kept at the level of 5.5 - 7.5%.

In August of this year, annual inflation was estimated at 20%, and in October – not exceeding 14%. 
National Bank chairman Anvar Saidenov stated that the cooling retail sector would limit inflation to 10 percent this year, down sharply from nearly 19 percent in 2007.
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
	0.6
	0.6
	0.4
	


Source: Kazakhstan Statistics Agency,  www.stat.kz
ENERGY & NATURAL RESOURCES

Kazakhstan set to slash Oil Export Duty
Energy-rich Kazakhstan could cut crude oil export tariffs by one-third in an effort to ease the burden on domestic producers, Energy Minister Sauat Mynbayev said. 

Kazakhstan's government introduced an export tariff in May in a bid to boost state revenues and tamp down soaring prices on the domestic fuel market. With the sharp drop in world oil prices, however, domestic producers complained the duty was eating their profit margins. Mynbayev told a government meeting the duty is based on an assumed price of $120 per barrel, while Kazakh oil is now selling at $68-$69 per barrel. A proposal to drop the duty to $139 per ton — from the current levy of $210 per ton — is being considered by the government. 
    The duty is adjusted every quarter in line with global oil prices, but revisions to the tariff could in future be made on a biweekly or monthly basis.
Mineral Extraction Tax won’t apply to Associated Gas Yet
The mineral extraction tax will not apply to associated gas before January 1, 2011, provided the subsoil users do not sell it, Executive Director of KazEnergy Askar Aubakirov announced.

According to the new tax code, a mineral extraction tax for crude oil including gas condensate will be imposed at rates ranging from 5% (for annual production from 250 thousand tons) to 18% (for annual production exceeding 10 million tons). From January 1, 2010, the mineral tax extraction rates for each abovementioned production rates will automatically increase 1 percentage point. 

At the same time, the new code fixes a decreasing coefficient of 0.5 to the tax rates if the crude oil and gas condensate is sold on the domestic market.
CNPC, KazMunaiGas sign Natural Gas Agreement
China National Petroleum Corp (CNPC) said it has signed a framework agreement with Kazakhstan's national oil and gas company KazMunaiGas to expand cooperation in natural gas. 

KazMunaiGas has agreed to ensure the transport of natural gas produced by CNPC from the Aktobe field via phase II of the Kazakhstan-China Gas Pipeline, in addition to supplying five billion cubic meters of natural gas to the pipeline as contracted earlier. 

Meanwhile, the two sides will jointly develop the Urikhtau gas condensate field and export 5-10 billion cubic meters of natural gas to China. The exports are subject to the fulfillment of gas demand in southern Kazakhstan. 

The Beineu-Bozoy-Kyzylorda-Shymkent section of the Kazakhstan-China Gas Pipeline will be constructed and operated jointly by the two companies. The pipeline has natural gas transport capacity of 10 billion cubic meters per year. In addition, the two companies also agreed to expand phase I of the Kazakhstan-China Gas Pipeline subject to an assessment of incremental natural gas resources. 
Astana, Baku set up Oil Shipping Link
Kazakhstan and Azerbaijan agreed to set up an oil transport system across the Caspian Sea that will help get Central Asia's massive energy reserves to Western markets. 

During an energy summit in Azerbaijan, which drew presidents or other senior officials from nations including Turkey, Georgia, Poland, Ukraine, Lithuania, Estonia, Bulgaria and Hungary, most participants signed a declaration that stressed the importance of diversifying export routes and expressed support for existing and planned Western-backed pipelines. 

Resource-rich Caspian nations Kazakhstan and Turkmenistan did not sign, presumably wary of damaging closer ties and energy export arrangements with Russia. 

The network will rely on a fleet of tankers and barges to bring Kazakh oil to Azerbaijan, the starting point for a 1,770-kilometer pipeline that traverses the South Caucasus and ends at the Turkish port of Ceyhan. KazMunaiGas said the network would be able to ship 500,000 barrels of oil a day at first, eventually growing to 1.2 million barrels per day. 
Caspian Energy Hub Master Plan planned for Completion in Spring 
The Development of the Caspian Power Hub master plan is planned to be finished in March - April, 2009, Mangistau Oblast Akim Krymbek Kusherbayev said. 

The project will be implemented in the city of Aktau and embraces a technological service center for the oil and gas industry. It will be carried out by the government of Kazakhstan under the aegis of Gulf Finance House and the International consulting company PFC Energy International. 

The Samruk-Kazyna National Welfare Fund, the Ministry of Energy and Mineral Resources, the Ministry of Industry and Commerce, and the akimat of Mangistau oblast will participate in the project. At the initial stage, the project has been estimated at more than $10 billion. Implementation will begin after its coordination with relevant state bodies and will be completed within 3 - 5 years.

Nabucco Gas Link on track despite Credit Crisis
The construction of the Nabucco gas pipeline should start in 2010 as planned, despite a more difficult economic environment, the consortium's Managing Director Reinhard Mitschek stated. 

The Nabucco project - designed to pump gas from the Caspian via Turkey and the Balkans to Austria through 3,300 km (2,051 miles) of pipelines - aims to diversify gas supplies to Europe. The consortium expects to make a final investment decision next year and construction will start in 2010 with the first gas transported in 2013. 

However, the current credit environment could lead to a shift from commercial bank loan agreements to export credit agencies and international financial institutions. The pipeline, which could transport up to 31 billion cubic metres of gas a year from Turkey to an Austrian gas hub via Bulgaria, Romania and Hungary, could cost less than the 8 billion euros ($10.30 billion) expected. 

Nabucco's shareholders are Austria's OMV, Hungary's MOL, Romania's Transgaz, Bulgaria's Bulgargaz, Turkey's Botas and Germany's RWE.

KazTransOil increases Transportation by 3%
KazTransOil transported 39.1 million tons of oil via its oil mains system in January –October 2008, which is 3.3% higher than at the same period of 2007. 
A volume of 1.465 million tons was transported via the Atyrau-Samara section in October. In addition, shipment via Atasu-Alashankou at 629 thousand tons was recorded in October. 
In January-October 2008, oil transportation through the pipeline was estimated at about 5 million tons against 3.97 million tons at the same period of the last year.

BG postpones Kazakhstan Investment
The BG Group has deferred indefinitely a planned investment in Karachaganak, one of the biggest gas and oil fields in Kazakhstan. 

Karachaganak phase 3 had been planned to come on stream by the end of 2012, raising the field’s production to 16 billion cubic metres of gas a year and 335,000 barrels of liquids a day, but BG has decided on a delay in the expectation that the cost will be lower in the future. 

BG said in June last year that Karachaganak phase 3 would be an $8 billion (€5 billion) investment, but independent estimates of the costs have risen sharply. For Karachaganak, BG said it was discussing a new timetable for phase 3 that would ‘improve returns for the Republic of Kazakhstan and for investors’.
TCO plans to increase 2009 Oil Production to 24 Million Tons
Tengizchevroil (TCO) plans to increase oil production in 2009 up to 24 million tons. 

Currently, Tengizchevroil reached the level of oil production to 18 million tons annually; daily intake is approximately 65 thousand tons. Next year, TCO aims to reach 24 million tons.
TCO is developing the Tengiz and Korolevskoe fields in Atyrau region. The shareholders of the joint venture are ChevronTexaco Overseas (50% stake), ExxonMobil Kazakhstan Ventures Inc (25%), KazMunaiGas (20%) as well as Russian-American LUKArco (5%). The main route of transportation of TCO oil is the system of the Caspian Pipeline Consortium (CPC) which possesses the pipeline from the fields of Western Kazakhstan to Russian ports on the Black Sea. 
    TCO in 2007 sold 13.8 million tons, including 12.8 million tons were sent for export to the CPC in the port of Novorossiysk.
KazMunaiGas Exploration & Production announces Financial Results
KazMunaiGas Exploration & Production (KMG E&P) released its un-audited, consolidated interim financial results for the 9 months ended 30 September 2008. 
    • An increase of crude oil production, including the Company’s share in production of JV KazGerMunai LLP (KazGermunai) and CCEL (KarazhanbasMunai) by 15% to 8,909 thousand tons in the first 9 months of 2008;

    • 111% growth in net income to 218.5 billion Tenge (US $1,816 million) and an increase in earnings per share for the same period from 1,398 Tenge (US $1.93 per GDR) to 2,950 Tenge (US $3.98 per GDR);

    • 40.3 billion Tenge ($335 million) contribution to the 9 months net income from the Company’s 50% interest in KazGerMunai and CCEL.

Kazakhstan Mining Report Q3 2008
In May 2008, Kazakh mining major Eurasian Natural Resources Corporation (ENRC) announced that it would not make a formal takeover bid for rival Kazakh metal producer, Kazakhmys. 

Kazakhmys had rejected an earlier offer from ENRC worth GBP7.05 billion (US $13.7 billion), stating that the implied share price was much lower than their current market value. The Kazakhstani government is reportedly keen for a merger to create a national mining champion but it is not obvious which company should play the dominant role in a new configuration. 

Kazakhstan is home to a mining industry currently valued at over US $3 billion. With large endowments being mined across the nation, including 29 non-ferrous metals, three ferrous metals, two precious metals and 84 industrial minerals, mining activity contributes close to 30% of the country’s export earnings and 19% of all industrial production. The country’s current reserve of copper is estimated at 36mn tonnes. Further, it ranks second globally in manganese ore reserve, estimated at 600mn tonnes. 

Kazakhstan also hosts 30% of the worldwide chromite ore deposits, as well as 95% of the total chromium reserves within the Commonwealth of Independent States (CIS). According to BMI, the Kazakhstan mining industry is forecast to grow an average 8.9% per annum over 2008-2012, with the industry value reaching US $7.89 billion in 2012.
AGRICULTURE

Kazakhstan’s Cotton Harvest fails to provide Rich Pickings    
As the end of the cotton harvest approaches, Kazakhstan expects the crop to be three quarters of last year’s, due to unfavorable weather conditions and a crop replacement policy that was instituted to address the water issue.

South Kazakhstan is the country’s only cotton-growing region, and the Maktaaral District produces around half of Kazakhstan’s total cotton output. This year Maktaaral expects to harvest around 200,000 tons, 36,000 tons down on last year, from 100,000 hectares planted with cotton against last year’s 122,000 hectares. 

Kazakhstan’s overall harvest total is projected to be around 335,000 tons this year. This is roughly 25 percent lower than last year’s 448,400 tons, which was slightly up on the 435,300 tons reaped in 2006. 

Reasons for the lower yield include the weather conditions, and a reduction in land sown with cotton this year. The 2007 harvest was reaped from 205,000 hectares, but this year 162,000 hectares were sown; the 21 percent reduction largely explains the fall in the harvest. Due to a lack of water, irrigation has been a particular problem this year.
HEALTHCARE

Public Health Project Costs in Kazakhstan in 2007-2009 to go up 22 Billion Tenge
The total cost increase of the public health projects within the framework of the program "100 schools, 100 hospitals" for the years 2007-2009 will be 22 billion tenge.

In 2007, the cost increase of public health projects was 6 billion tenge for 24 projects, and in the current year it was 7.3 billion for 17 projects. In 2009 the expected increase in costs equals 8.3 billion tenge, leading to a total increase of 22 billion tenge. 

The project "100 schools, 100 hospitals" provides in the construction of 103 public health units. At present the total volume of financing for the projects is about 300 billion tenge. As on November 15, in the regions construction of 74 public health units is being conducted, including 63 projects whose building was begun in the current year. 

In 2009, the creation of 29 additional units will start. Completion of the construction of 7 public health units is expected towards the end of 2008.
Kazakhstan Businessmen initiate “Healthy Generation” Project
Kazakhstan’s businessmen initiated the project “Healthy Generation” to create schools with health centers working on a self-financing basis. 
According to the initiators of the project, construction of the centers is to be carried out with the financial help of the students’ parents, all employed residents of small towns, sponsors, grants and extra-budgetary funds. 

As a first step, a group of companies of Aquaterm Kazakhstan is ready to assume the financing of the development of two model projects for school health centers with different numbers of students. This is a complete set of sports facilities -a swimming pool, fitness center, gym class for theoretical classes, and a sauna. The main objective of the project is improving the health of Kazakhstanis, the formation of healthy lifestyles and disease prevention.
Increased demand for Cheap Medicines results in increased Sales of Domestic Medicines
The demand in the domestic pharmaceutical market has again begun to shift towards low priced preparations, raising the domestic pharmaceutical sales of finished medicines at cost value from 48.4% to 50.3%. 
Therefore, the Ministry of Industry and Trade forecasts positive results for the local pharmaceutical products in the present year. At the same time, Kazakhstan exported medicines at a value of 8.32 million US dollars. Pharmaceutical production in the republic grew by 4% and composed 63.7 million US dollars.
TRANSPORT & INFRASTRUCTURE
ADB grants Kazakhstan $7 Million Loan for new Silk Road

The Asian Development Bank (ADB) announced that it is extending 700 million US dollars to Kazakhstan to help build a "new Silk Road" that will transform the country's economy. 

The "Central Asian Regional Economic Cooperation Transport Corridor I" will run 2,715 kilometers, from the city of Khorgos on Kazakhstan's border with China to the western border with Russia. The new road, spanning the world's largest landlocked country, is expected to be comparably transformative. 

The Kazakhstani road sector has experienced long-standing operational and institutional constraints that raise the cost of doing business. The road network is incomplete, many sections of road need repair, travel times are long, and cumbersome cross-border procedures increase the burden on trade and traders. These constraints have led to higher-than-average transport costs, hampered regional cooperation and integration opportunities, and impeded Kazakhstan's competitiveness. 

The road is expected to significantly increase Kazakhstan's GDP; and to boost the GDP of neighboring Central Asian countries as well. China, Russia, and the European Union will also reap significant gains from the road project. 
The improved road will increase travel speed by 40 percent by 2015, while reducing freight transport costs by half, ADB stated. It will also shorten travel distances, improve road safety standards and lead to a decline in accident rates. 

ADB will partner with the Islamic Development Bank and the Japan International Cooperation Agency to handle a 480-kilometer section of the road network in the southern part of Kazakhstan. The overall investment for the road project is approximately 6.7 billion dollars. Other financiers behind the overall corridor development plan include the government of Kazakhstan, the private sector, the World Bank, and the European Bank for Reconstruction and Development.

Kazakhstan, Iran and Kuwait to create Transport Corridor
Kazakhstan, Iran and Kuwait plan to create a transport corridor from the Caspian Sea to the Persian Gulf.

The transport corridor will go through the Kazakhstani port in Aktau, Iranian ports on the Caspian and in the Persian Gulf, with entry into Kuwait. 

As part of the project, a joint transport company will be set up with the participation of the Islamic Development Bank, the Islamic and Kuwait Chambers of Commerce and Trade, the Atameken Business Association and other business organizations.
Astana Locomotive Assembly Plant to open in Mid-2009    
Four investment projects are being developed in Kazakhstan’s railway sector at present, President of Kazakhstan Temir Zholy JSC Askar Mamin announced.
The first project is related to the construction of a locomotive assembly plant in Astana. The second project concerns the assembly of electrical locomotives in Akbasar with a project capacity of 75 units per year. The third is the construction of passenger wagons at the Almaty Wagon Repair Plant, and the last is the construction of freight cars at a volume of 5000 units per year.
The Astana Locomotive Assembly Plant will be put into commission in mid-2009.
EXHIBITIONS IN KAZAKHSTAN (Spring 2009)
	


	KazUpack 2009

3 March - 6 March 2009 

7th Kazakhstan International Exhibition "Packaging, Tare, Label"



	


	Plastex Central Asia 2009 

3 March - 6 March 2009 

3rd International Specialised Exhibition "Raw Materials, Equipment, Plastic and Rubber Production and Processing Technologies"



	


	Chemie 2009 

3 March - 6 March 2009 

7th Kazakhstan International Exhibition "Chemical Industry"



	


	KazPrintMedia 2009 

3 March - 6 March 2009 

7th Kazakhstan International Exhibition "Printing, Design, Advertising"



	


	KazBuild Spring 2009 

3 March - 6 March 2009 

4th Kazakhstan International Exhibition Construction and Interiors, Heating and Ventilation, Windows and Doors, Facades



	


	WinTecExpoKazakhstan 2009 

3 March - 6 March 2009 

2nd Kazakhstan International Specialised "Windows, Doors and Facades" Exhibition




For a complete overview 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 December
	
	Dutch Business Lunch*
	
	12.30 – 14.30 hrs

Palladium

	
	
	
	
	

	15 January
	
	Dutch Business Drinks
	
	18.30 – 20.00 hrs
Borodino


*RSVP: Nadia Verwaal, +7 (727) 2503773 or nadia.verwaal@minbuza.nl  
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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