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MACRO-ECONOMICS & FINANCE

Kazakhstan’s Parliament approves Budget Amendment
At a plenary session the Senate of Kazakhstan passed amendments to the national budget for 2008. 

As said by Minister of Economics and Budgetary Planning of Kazakhstan, Bahyt Sultanov, the budget was adjusted for KZT 607.5 billion to be transferred from the National Fund as authorized capital to the Samruk-Kazyna National Welfare Fund. As a result the budget will total: income - KZT 3.34 trillion (21% of GDP), expenditures - KZT 3.67 trillion (23.1 % of GDP), the deficit remains at the forecasted level of KZT 334.4 billion (2.1 % of GDP). 

Besides, 52 billion will be used for the capitalization of the Troubled Assets Fund to increase it in 2009 up to $1 billion. 
Kazakhstan to pump US $15 Billion into Economy
Kazakhstan’s government plans to inject US $15 billion into the domestic economy by the end of the year to avoid fallout from the global economic crisis.

Prime Minister Karim Masimov said the amount is equivalent to some 15 percent of the oil-rich nation's gross domestic product. President Nazarbayev said that his government will not hesitate to break into its US $51 billion foreign currency reserves to prevent budgetary shortfalls. Under the plan announced by Masimov, up to US $10 billion will be drawn from the National Fund created to develop the economy. The National Fund is fed by oil revenues and currently has more than US $27 billion. 

Kazakhstan to pump $5 Billion into Top Banks
Kazakhstan plans to buy around $5 billion of newly issued shares in the country's top four banks to stave off a renewed banking crisis, Prime Minister Masimov announced. 

The decision to buy into the banks — Alliance Bank, BTA Bank, Halyk Bank and Kazkommertsbank — is in line with recommendations from the Kazakh financial markets regulator. Under the plan, the state could end up with 25 percent of voting shares in the lenders. The Prime MInister ruled out the possibility that the government would seek to gain a controlling stake in any of the banks. 

The $5 billion investment program will be implemented by Samruk-Kazyna, a state holding company, which was recently created by the merger between the national development fund and the state assets management company. The government also proposes to boost liquidity at the country's central bank which will in turn support a range of second-tier lenders. The National Bank will be supporting banks' current and short-term liquidity by lowering minimum reserve requirements and expanding the range of potential collateral items for repurchase operations.

Another recent measure to restore confidence to the banking sector included a decision to increase the charter capital of the national deposit insurance scheme to more than $830 million from $250 million, increasing minimum coverage for individual account holders to around $41,000. 

Kazakhstan has also said it will create a $1 billion distressed asset fund to assist banks in dealing with non-performing loans, according to the Associated Press.

Top Kazakh banks agree to Partial Nationalisation
Three of Kazakhstan's four largest banks have agreed to sell stakes to the government, which has set aside $5 billion in capital injections to combat the global credit crunch and build up the sector's reserves. 

The Central Asian state's second-largest lender, Kazkommertsbank said it expected an injection of up to $300 million through the sale of common and preferred stock to the state-run Samruk-Kazyna fund. Halyk and Alliance, respectively the 3rd and 4th largest bank in Kazakhstan, announced they both expected to receive a state investment of $500 million. BTA, the largest Kazakh bank, which was also offered a government capital injection, has not announced its decision yet. The government has offered to buy stakes of up to 25 percent in all banks. 
    Analysts say the government scheme provides protection for credit holders at the expense of dilution of equity holders. The capital boost could slow asset shrinkage and improve the levels of nonperforming loans. The economic slowdown has put pressure on banks' asset quality, and the regulator urged banks earlier this week to nearly double loan loss provisions from the current $6.7 billion.
BTA Bank could take half of State's US $5 Billion Rescue Package
Kazakhstan's largest lender BTA Bank said it could take almost half of a US $5 billion government rescue package to recapitalize ailing banks. 

BTA said its shareholders would vote on a state proposal to buy newly-issued stock for US $2.3 billion. 

The Samruk-Kazyna national welfare fund has offered to buy a 25% stake in BTA, consisting of preferred shares and possibly subordinated debt. 
Kazakhstani Banks’ combined Profits down 61.5%
The combined net profit of all 36 banks operating in Kazakhstan for the first nine months of 2008 decreased by 61.5% to KZT 71.0 billion compared to the same period last year. 

At the same time, revenues rose by 58% to KZT 2 trillion, according to the Financial Supervision Agency (FSA). Gross equity capital of the banking sector on October 1 was KZT 1,983.2 billion, an 11.4% increase year-to-date, while gross assets made up KZT 12,500.3 billion, a 7% growth.  The FSA reported the following aggregate structure of the banks’ loan portfolios as of October 1: 44% of standard loans (43.2% as of September 1, 2008; 39.7% as of January 1, 2008), 52.7% of doubtful loans (53.9% and 58.8, respectively) and 3.3% of bad loans (2.9% and 1.5%). 

Deposits increased by 0.8% in the first nine months of the year and were KZT 7,310.6 billion on October 1, 2008.

Alliance bank reports lower H1 net profit
Kazakhstan's fourth-biggest bank, Alliance, reported a decrease in net profit, citing higher provisions for loan losses. 

Alliance, which like other banks in Central Asia's biggest economy has been hit hard by the global credit crisis, said its net profit fell to $84.7 million in the first half from $159 million in the same period last year. Alliance Chief Executive Erik Sultankulov claimed the bank maintained its full-year profit outlook at $150 million. 

Alliance said its loan book shrank 12 percent in the first half of 2008, adding that it had created various reserves against losses for a total of $676 million. Non-performing loans jumped to 7.8 percent on July 1 from 3.8 percent in early January.
Samruk-Kazyna to create Development Fund of Kazakhstan
The Samruk-Kazyna National Welfare Fund plans to hold negotiations with European countries on the creation of the Development Fund of Kazakhstan. 

Together with the Ministry of Economy and Budget Planning, the Ministry of Finance and the Ministry of Industry and Trade, the Fund intends to conduct negotiations with European countries on the creation of the Development Fund of Kazakhstan, most likely as a fund for direct investment for prospective investment and innovation projects in Kazakhstan with the participation of international business.

Considering the fact that one of the objectives of the united Samruk-Kazyna is improving corporate management at subsidiaries, the fund is interested in attracting highly professional foreign managers for participation in corporate management bodies as independent directors.
Samruk summarizes Operations
The Samruk Holding has reported that for the first 9 months of 2008, all its largest companies achieved growth in their main industrial and financial indicators. 

The aggregate income of the holding’s 6 main companies, which contribue 99% of all its companies income (KMG, KazTemirZholy, Kazakhtelecom, KEGOC, KazPost and Air Astana) was estimated at KZT 2.9 trillion, which is an increase of KZT 1.4 billion as compared to the same period of 2007. The growth was achieved mainly due to KMG’s revenues, which have increased by KZT 1.3 trillion; and a growth in the holding’s production volumes. 

As a result, the Samruk companies have gained a profit of KZT 411 billion, which is 128% higher than for the same period of 2007. The growth in profit was explained by a production increase in all companies and favorable prices on the hydrocarbons market. Capital investments were estimated at KZT 334 billion, which is 18% higher than 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
	
	


Source: Kazakhstan Statistics Agency,  www.stat.kz

ENERGY & NATURAL RESOURCES

Introduction of Oil Export Duties complicates Kazakhstan’s WTO Entry
The introduction of export duties for crude oil in Kazakhstan while supplying it to Europe complicates negotiations with the European Union regarding the country’s entry into the World Trade Organization, Vice Minister of Industry and Trade Zhanar Aitzhanova declared. The export duties, energy transit and financial services by foreign companies in Kazakhstan are still pending issues in Kazakhstan’s talks with the EU concerning the country’s entry into the World Trade Organization. 

On the other hand, as global energy prices continued to grow until recently, Kazakhstan proclaimed that export revenues into the national budget should be growing proportionally. Besides, the oil export duty should stabilize prices inside the country and prevent local companies from exporting too much minerals. Today, crude oil accounts for 70% of all Kazakhstani mineral exports to EU countries.  

Nevertheless, the Vice Minister summarized, Kazakhstan’s WTO entry talks are nearing completion.

EBRD considering Kazakhstan Sustainable Energy Finance Facility Project
The EBRD is considering the establishment of a USD 75 million framework facility in the form of dedicated credit lines to local financial institutions for on-lending to private sector companies to finance investments in sustainable energy. Eligible investments will include energy efficiency in the industrial sector and small renewable energy projects. 

The project is designed to generate transition impact by demonstrating the benefits of energy conservation and promoting the expansion of energy efficiency lending in the energy inefficient Kazakh economy. 
The project is expected to contribute to lowering the transaction costs for financing energy efficiency and it should result in sustainable lending by local banks. 
Kazakhstan to build Environmentally Safe Hydro Power Plants
About 12-14 mini hydro power plants will be constructed in Kazakhstan within the next few years, Vice Minister of Environmental Protection Alzhan Braliyev announced. 

According to the strategy for the effective use of energy and renewable resources, the Ministry of Environmental Protection has developed a pilot project for the construction of environmentally safe hydro-power plants. It is planned to build several mini hydro-power plants. Investments into this project are estimated at US $190-221 million. 

In line with a statement of Vice Minister of Energy and Mineral Resources Duisenbai Turganov, a draft law on energy conservation is expected to be introduced to the parliament in the first half of 2009. It is promising to develop hydro and wind energy in the country. The Ministry of Energy and Mineral Resources together with the UNDP have conducted research and found 10 sites for the installation of wind power stations.
Kazakhstan and Partners sign Final Kashagan Deal
Kazakhstan and a group of Western oil majors developing the huge Kashagan oilfield signed the final agreement on the future of the project at the end of October.

The final deal is largely in line with prior preliminary agreements. KazMunaiGas is to double its stake to 16.81 percent in Kashagan - other members would cut their stakes on a pro-rata basis. Italy's Eni will pass its lead role as the project operator to the new North Caspian Operating Company (NCOC) in January 2009. Shell and KazMunaiGas are due to manage production operations after the start up of the first phase. 

Kashagan - the world's biggest oil discovery in 30 years - will now start pumping oil in late 2012 at 75,000 barrels per day and raise output to 450,000 bpd within two or three years. 

Kazakhstan Oil Flow via Baku-Ceyhan Pipeline increases by 3 Million Tons
Crude oil from Kazakhstan’s Tengiz oilfield will be pumped into the Baku-Tbilisi-Ceyhan Pipeline (BTC) at the end of October, reaching the Turkish port of Ceyhan for leading in mid-November, BP – the operator of the pipeline - announced. 

The initial flow rate of Kazakh oil via BTC pipeline was  fixed at 2 million tons a year. Azeri state oil company SOCAR told in September that Tengizchevroil could start delivering 1.0-3.0 million tons per year (20,000-60,000 bpd) via Azerbaijan and gradually increase volumes to 5.0 million tons per year.
Meanwhile, Kazakh Prime Minister Karim Masimov said Kazakhstan favors route diversification for hydrocarbon deliveries, particularly through Azerbaijan and Georgia. The BTC pipeline, which runs from large Azeri fields on the Caspian Sea to the Turkish Mediterranean port of Ceyhan, can pump more than 1 million barrels per day, but currently works under its design capacity. 
Tengiz crude will be shipped across the Caspian from Kazakhstan to Baku. The construction of the Caspian underwater pipeline will be the final step to deliver Kazakhstan’s energy resources to world markets via Azerbaijan. A feasibility study on the project is now being prepared.
KazMunaiGas, ConocoPhillips and Mubadala sign MoU for Offshore "N" Block
National Company KazMunaiGas, ConocoPhillips and Mubadala announced they have signed a Memorandum of Understanding to negotiate terms for the exploration and development of the "N" Block, located in offshore Kazakhstan, under a new subsoil use contract. 

The parties will now have until December 31, 2008 to negotiate the definite agreements for the assignment by KMG of a 49% interest in the subsoil use contract to be shared equally between ConocoPhillips and Mubadala. KMG will remain the majority partner in the venture. 

The "N" Block is located 30 kilometers south southwest offshore Aktau, Kazakhstan in the Caspian Sea. The Block covers approximately 8,100 square kilometers and is considered prospective for both oil and gas.
Atyrau Petrochemical Complex increases Estimated Costs to $6.3 Billion
The construction costs for the first integrated petrochemical complex in the Atyrau Oblast have increased to US $6.3 billion. Earlier, project investments were estimated at US $5-5.3 billion.

The project is being executed by Kazakhstan Petrochemical Industries (KPI), with shareholders SAT& Company and KazMunaiGas. The company is negotiating with Tengizchevroil on the supply of raw materials for the plant from the Tengiz field. The plant’s capacity will total 1.2 million tons of ethylene per year (800 thousand tons of polyethylene and 400 thousand tons of polypropylene). 

The construction is scheduled to start in 2008 and to finish in 2012. The plant’s capacity could be increased taking into account the production of hydrocarbons at the Kashagan field.
Tethys delays Kazakh Gas Output Boost
Tethys, a Canadian firm producing natural gas in Kazakhstan, has moved its target of producing 2 million cubic metres per day from this year to 2009. 
Chief Executive David Robson said that by December 2008 Tethys will double production to 1.1 million cubic metres of gas per day. 

Tethys launched production at its Kyzykoi field late last year, and also holds licenses to develop two other Kazakh gas fields, Akkulka and Kul-Bas. Tethys, which has proven reserves of 3 billion cubic metres (bcm), currently sells its gas on the domestic market.
KazGerMunai to construct Gas Turbine Electrical Station
KazGerMunai intends to start the construction of a 100 megawatt cogeneration gas turbine electrical station in 2009, Isturgan Baimukhanov, the company’s general director said.

The commissioning of the new station at the Akshabulak field is scheduled for 2011. The company will use 25 megawatts for its own needs, and the rest of electric energy will be sent to the oblast center.
Kazakh Miners cut Output as Crisis hits Demand
Kazakhstan's leading miners, ENRC and Kazakhmys, are scaling back production as the global financial crisis hits demand for their metals. Eurasian Natural Resources Corp said it would cut iron ore output in the fourth quarter, while Kazakhmys has halted three mines and its Zhezkazgan smelter. Zinc and steel firms have also cut output. 
Kazakhmys stated it was not going to reduce full-year output below the 2007 level despite the output cuts. Kazakhmys produced 341,000 tons of copper cathode in 2007 from its own ore. ENRC, which produces ferrochrome, aluminium and iron ore, announced it had cut fourth-quarter iron ore output and that full-year production would be "slightly below" that of 2007. 
Metal prices have tumbled from record peaks as the global financial crisis eats into demand. Zinc, aluminium and nickel have dropped below the cost of production to threaten miners with their first potential losses in around five years. Zinc producer Kazzinc, controlled by mining and trading group Glencore, could also cut output or halt operations altogether if zinc prices continued to drop. Kazzinc's annual capacity is 293,000 tons of zinc metal. ArcelorMittal Temirtau said this month it would reduce sales by 30% year-on-year in 2008 due to shrinking demand. It produced 4.1 million tons of crude steel in 2007. 

Industry and Trade Minister Shkolnik suggested helping the companies by freezing railway tariffs, dropping an aluminium export duty which the government planned to introduce next year and relaxing transfer pricing regulations. 

Hambledon August Production at Kazakhstan Mine falls
Gold miner Hambledon Mining Plc reported "disappointing" August production numbers at its Sekisovskoye mine in Kazakhstan, after delays in the commissioning process. 

Recovered gold for the month fell to 1,332 ounces from 1,786 ounces in July, and recovered silver reduced to 2,313 ounces from 3,422 ounces. 

For September, the company, however, reported a rise to 2,190 ounces of recovered gold and 2,961 ounces of recovered silver.
AGRICULTURE

Kazakhstan produces 46,800 Tons of Refined Sunflower Oil In 2008
In September, refined flour production in Kazakhstan totaled 3,200 tons, a decrease of 18% compared to the previous month. Kazakhstan produced 850 tons of cotton-seed oil and 1,400 tons of rapeseed oil. 

Kazakhstan produced 3,100 tons of crude sunflower oil, as compared to 1,400 tons in August. Also, the country produced 1,800 tons of soybean oil, 1,600 tons of rapeseed and 6 tons of cottonseed oils.

During January-September, Kazakhstan produced 39,100 tons of crude sunflower oil. Rapeseed and soybean oil production reached 4,100 and 16,100 tons, respectively. The Central Asian state produced 46,800 tons of refined sunflower oil, 15,600 tons of cotton-seed oil and 7,950 tons of rapeseed oil. 
Kazakhstan wants more Agriculture Investment
During the first agrarian investment forum in Kazakhstan, AgroInvest, the government urged private companies to invest more in the country's underdeveloped agriculture and vowed to do more to improve the Soviet-era infrastructure in the sector. 

Kazakhstan, the world's sixth largest wheat exporter, could double the size of its harvest by boosting sowing areas and using modern fertilizers and equipment. Only 1.2 percent of total foreign investment out of $76 billion that Kazakhstan has attracted since 1993, was channeled into agriculture. Companies are mostly private and foreign firms are usually involved in trading and financial deals. 

The government says it wants to change the picture, despite growing pressure from the global financial crisis. Kazakhstan's agriculture sector, already strained by transport bottlenecks and reliance on global prices, has been hit hard by the credit crunch along with the rest of Kazakhstan's economy. To help companies export their produce from the landlocked country, the government plans to build a network of grain terminals abroad, said Alikhan Smailov, head of the state agricultural company KazAgro.
Kazakhstan expects to harvest 15.1 million tonnes of grain this year, down from last year's record 20.1 million tonnes. Kazakhstan was the world's sixth-largest wheat exporter in 2007-2008 with a 7.9 percent share of the global market. 
HEALTHCARE
No Public Health Project initiated under the "100 schools, 100 hospitals" Program in Kyzylorda Oblast This Year
Not a single health care project has been initiated this year under the program "100 schools, 100 hospitals" in Kyzylorda oblast this year. 

According to the Head of Government RK, Yerbol Orynbaev, twenty educational institutions and seven public health establishments, under the program "100 schools, 100 hospitals" including seven schools and five hospitals were to be built in Kyzylorda oblast. However until now not a single project has been initiated. 
Construction of the planned projects, including a 300 bed hospital in Kyzylorda, have been postponed to the next year.
EXHIBITIONS IN KAZAKHSTAN
	
	

	
	

	

	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 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

	
	
	
	
	

	20 November
	
	Dutch Business Drinks
	
	18.30 – 20.00 hrs
venue to be announced

	
	
	
	
	

	18 December
	
	Dutch Business Lunch
	
	12.30 – 14.30 hrs

	
	
	
	
	


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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