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Disclaimer: 

 

The presented material does not violate human rights, breach of secrecy and confidentiality, is not intended to ridicule, ins ult or humiliate individuals or entire 

groups of the population. Its use by any person in making decisions does not entail any liability of AERC for possible loss or damage arising from such decisions. 

 

 

The "Applied Economics Research Centre" LLP (AERC ©) 

presents the quarterly Macroeconomic Review of 

Kazakhstan (IOC). 

 

This issue provides an analysis of current trends, as well 

as a detailed forecast of the main macroeconomic 

indicators for 2021. 

 

AERC-KEO-2021-2 

 

As new observations of time series for input and output 

variables become available in the SMAF (System of 

Macroeconomic Analysis & Forecasting) modeling system, 

AERC forecasts can be adjusted. 

 

This report is not intended as an inducement in making 

investment decisions to buy or sell assets. 
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ANNOTATION 
COVID-19 pandemic 

continues to be the main 

trigger of the global economy 

for the second year in a row. 

The economies of the 

countries started to recover 

gradually, but no one can 

estimate when the pandemic 

ends. Everyone is kept in 

suspense with new strains and mutations of the virus, in 

particular, the emergence of two mutations of the 

coronavirus in India. It continues to introduce uncertainty 

regarding the economic prospects, and in 2021 the states, 

population and business are forced to adapt to rapidly 

changing conditions. WHO states that people are already 

tired of the pandemic, and concerns about their mental 

health conditions have grown. 

 

However, the pandemic introduced both positive and 

negative externalities: on the one hand, entire sectors of 

the economy are disappearing, leading to the loss of jobs 

by people, but, on the other hand, it could cause an 

overflow of resources (including people who were 

previously employed in disappearing industries) to new 

sectors. At the same time, online learning is gradually 

becoming a key way of acquiring knowledge, creating high 

value added for course and platform owners and freeing 

them up for other activities. 

 

Despite the uncertainty of the prospects, all international 

financial organizations are inclined to consider the current 

year as the beginning of a gradual recovery of the world 

economy. In March, the IMF forecasted the growth of the 

world economy in 2021 by 6%, in 2022 – by 4.4%. The World 

Bank in January gave a more restrained estimate: 4% and 

3.8% this and next year, respectively. However, economic 

recovery is uneven, varying from region to region.  Analysts 

associate economic recovery directly with the vaccination 

rate. Bloomberg believes that developed countries will 

recover faster than developing countries due to greater 

vaccination coverage and more fiscal stimulus. For instance, 

at the beginning of 2021, the US President Biden signed a 

1.9 trillion US dollars package of measures, and already in 

May of this year, he will present a plan to support American 

families for additional 1 trillion US dollars. 

 

The optimistic outlook for the economic recovery creates a 

positive backdrop for commodity markets. In the first three 

months of the year, world prices for Brent crude oil 

increased by 31% and reached 66.07 US dollars per barrel 

by April 27, 2021. The upward trend in oil prices was also 

facilitated by the blocking of the Suez Canal by the Ever 

Given vessel, through which about 12% of the world trade 

is carried out, including the transportation of almost 1 

million barrels of oil per day. The rise in oil prices, also 

reflecting a gradual recovery in global demand, was 

accompanied by an increase in metal prices: copper in 

January–March 2021 rose in price by 15.6%, iron ore – by 

8.2%, aluminum – by 8.7%, titanium – by 37.1%. At the same 

time, food prices are growing rapidly: the FAO index for the 

first three months of this year rose by 10% to 118.5 points. 

 

Ignoring the real economy tendency, the stock marketing 

the first months of 2021 grew more than 7% (S&P 500 

index). The main drivers of growth are still high-tech 

companies, as well as Bitcoin, which reached the level of 60 

thousand US dollars (see details below). However, it should 

be noted that the positive dynamics of the stock market was 

volatile during that period: in February and March 2021 

there was a rebound, but now the market has started to 

recover achieving a new level of growth. However, possible 

problems with inflation may soon create additional barriers 

to the growth of stock markets. Annual inflation in the 

United States has already exceeded the target level (2%), 

amounting to 2.6%. 

 

Simultaneously, geopolitics is becoming a barrier to global 

economic growth rather than its driver.  Despite the 

postulated benefits of the globalization, countries’   

polarization is rising: Russia and the West, China and the 

United States. If the clash between the United States and 

the Celestial Empire behind the curtain of trade wars clearly 

demonstrates only the reluctance of the United States to 

recognize China as a superpower, then the confrontation 

between Russia and the entire West is more like a new Cold 

War: the expulsion of about 140 diplomats, the imposition 

of mutual sanctions, and tension in eastern Ukraine. 
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In turn, the Kazakhstan’s economy in 2021 is still under the 

influence of fiscal stimuli and soft monetary conditions. This 

creates dangerous risks for the residential real estate 

market, where prices for primary housing in the first three 

months have already increased by 4.7%, and for secondary 

housing – by 10.4%. The rise in prices, among other things, 

was facilitated by the early withdrawal of pension savings by 

citizens. 

 

In this Macroeconomic Outlook for Kazakhstan 2021, AERC 

is based on the following assumptions:  

• Brent oil price will be formed on average in 2021 at 62.3 

US dollars per barrel; 

• The economies of the trading partner countries in 2021 

will grow by 4.5%;  

• The volume of oil and gas condensate production in 

Kazakhstan in 2021 will reach 88.9 million tons.  

Under these conditions, according to the AERC forecast, 

the real GDP of Kazakhstan in 2021 will grow by 3.9%. 

This result is a consensus of the aggregate demand and 

aggregate supply models, taking into account the 

aforementioned assumptions. 

 

Recall that in February, GDP growth for 2021 was predicted 

by AERC at 4.8%. The downward revision of the forecast is 

associated with the ongoing spikes in infections around the 

world, new strains of coronavirus, slowed down vaccination 

processes, which was mentioned earlier. 

 

At the same time, consumer inflation will accelerate in 

comparison with 2020 and will amount to 7.4% in 2021. The 

current account of the balance of payments of Kazakhstan, 

according to the AERC forecast, taking into account the 

gradual recovery of exports and imports in 2021, will be in 

a deficit of -7.7 billion US dollars, amounting to -4% of GDP.
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SECTION 1 
1.1. Current conditions 
DETAILS: POST-PANDEMIC INFLATION RISKS 
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1.1. CURRENT CONDITIONS 

The beginning of the year 

was commemorated with 

mass vaccination against the 

coronavirus. In Kazakhstan 

vaccination started on 

February 1. It had a positive 

effect on the market 

sentiment. As a result, in 

February, the price of Brent 

crude oil overcame the point 

of 60 US dollars per barrel. In addition, externalities caused 

by the blocking of the Suez Canal by the Ever Given vessel 

that contributed to the rise in oil prices. In general, there is 

a positive, but highly volatile recovery trend. 

 

At a Government meeting on April 12, 2021, the Minister of 

National Economy Asset Irgaliev announced the results of 

the economic development for the first quarter of this year. 

According to the BNS ASPR of the RK, compared to the 

same period last year, the short-term economic indicator 

decreased by 1.8%. In the first three months of the year, 

traditional growth drivers were positive again: construction 

(+13.1% y/y), communications (+9.9% y/y), water supply 

(+8.6% y/y), manufacturing (+7.5% y/y), agriculture (+2.8% 

y/y). The volume of industrial production also increased, but 

the growth was insignificant – only 0.1% compared to 

January–March 2020. The decline of 6.9% was observed in 

the mining industry and quarrying compared to the first 

quarter of 2020. Transport and warehousing again became 

an outsider: the index of the physical volume of the industry 

continued to decline and during the first quarter decreased 

by 17.4%. Trade also shows negative dynamics, but with 

signs of a gradual recovery: a decline of 2.7% compared to 

the first three months of 2020 (at the end of the last year -

7.3%). Investments in fixed assets in January–March 2021 

amounted to 2101.2 billion tenge, which is 9.6% less than 

in January–March 2020, while for the entire 2020 this 

indicator was 3.4% less than in 2019. 

As for the social sphere, according to the BNS ASPR of the 

RK, in February 2021, real cash incomes grew by 3.4% 

compared to February 2020. The average monthly nominal 

salary per employee was 224.7 thousand tenge in March 

2021. 

 

The Minister of National Economy noted that amid the 

positive dynamics of growth in the Brent oil price, the 

Ministry of National Economy is ready to revise its forecast 

for economic growth this year upward to +3.1%. 

 

 

Table 1. IFO of primary sectors of the economy 

of Kazakhstan 

In % to acc. period of the previous year 

 

Industries 2019 2020 

3 

months 

2021 

Agriculture 0.9 5.6 2.8 

Industry 3.8 -0.7 0.1 

Building 12.9 11.2 13.1 

Trade 7.6 -7.3 -2.7 

Transport 5.1 -17.2 -17.4 

Communication 5.2 8.6 9.9 

GDP 4.5 -2.6 -1.6 

 
Source: BNS ASPR RK 

 

In March, the purchasing managers’ index (PMI) for the first 

time since 2020 exceeded 50, reaching 50.6. The PMI has 

an upward trend for services and industry, while for 

construction and business activity decreased: PMI 

amounted to 46.5 against 47.4 in February this year. 
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DETAILS: POST-PANDEMIC INFLATION 

RISKS 

In a previous review, AERC 

noted that a bubble formed in 

the world's largest financial 

markets due to the following 

factors:  

 

I) The soft conditions of the 

monetary policy, including the 

quantitative easing (QE) programs of the Central Banks (CBs) 

worldwide;  

 

II) Unprecedented fiscal incentives in developed countries.  

 

All these circumstances continued to stimulate an 

unprecedented growth in the value of financial assets at the 

beginning of this year. Thus, in the first three months of 2021, 

the MSCI World index of global stocks grew by 6.1%, while the 

major American stock indices S&P 500 and Nasdaq added 7.4% 

and 4.3%, respectively. 

 

When Biden came to the post of President of the United States, 

another fiscal stimulus package in the amount of 1.9 trillion US 

dollars was adopted. Finally, a new infrastructure package is 

expected to be adopted by the Biden administration, and to 

reach 3-4 trillion US dollars. While fiscal stimulus is making a 

huge contribution to the post-pandemic economic recovery 

under a countercyclical approach, huge fiscal stimulus and 

prolonged soft monetary conditions are able to push inflation 

up in line with deferred demand. For example, according to the 

latest data, annual inflation in the US has grown to 2.6% with the 

US Federal Reserve's target of 2.0%. With the further recovery 

of the world economy and successful global vaccination, the 

accelerated growth of inflation may lead to an imminent 

tightening of the leading Central Banks’ policies. For instance, 

China recently stopped liquidity injection through repo 

operations, which immediately led to a decline in major stock 

indices. Therefore, the recovery of the global economy after the 

COVID-19 pandemic carries significant risks for financial markets 

in the form of rising inflation in both developed and developing 

countries.  
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SECTION 2 
2.1. External prerequisites for the forecast 
2.2. Internal prerequisites for the forecast 
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2.1. EXTERNAL PREREQUISITES FOR THE FORECAST 

World Economic Outlook 

  

According to the IMF forecast, the world economy will grow 

by 6% and 4.4% in 2021 and 2022, respectively, amid 

vaccinations, state support and adaptation of businesses to 

prolonged quarantine measures, which, in turn, can 

improve the economic situation in the world. However, 

vaccination is proceeding disproportionately: high-income 

countries are more vaccinated than the low-income ones, 

as well as there is still uncertainty about its long-term 

effectiveness. 

 

As part of the review of the economic situation in 

Kazakhstan, it is necessary to take into account external 

factors influencing the economy, such as the economic 

growth of trading partner countries. It should be noted that 

the IMF predicts that the economic growth of China, the 

European Union and Russia in 2021 will amount to 8.4%, 

4.2% and 3.8%, respectively, while the WB expects a lower 

growth rate for these countries: 7.9%, 3.6% and 2.6%, 

respectively. As part of the forecast, AERC uses the 

weighted average growth of the economies of these 

countries as an external factor. 

 

Figure 1. GDP growth of the trading partner 

countries of Kazakhstan 

to the previous year 

Source: IMF, April 2021 

  

Oil price 

  

The oil price is the exchange rate-

forming factor for the tenge. The 

inclusion of indicators of oil production 

and its cost is important to compile an 

economic picture of Kazakhstan. After 

the collapse of oil prices in March 2020, 

the OPEC+ countries agreed to reduce 

and gradually increase oil production further in order to 

achieve a market balance and maintain oil prices. This 

decision led to a recovery in oil prices. In addition, global 

vaccination has had a beneficial effect on the oil market. 

 

According to the January OPEC+ agreement, oil production 

in March and February 2021 was supposed to remain at the 

January level of 22.1 million bpd. This change did not affect 

Kazakhstan and Russia, which were allowed by the 

agreement to increase production by 10 thousand bpd and 

65 thousand bpd, respectively, due to a voluntary reduction 

in oil production by this volume by Saudi Arabia. This 

agreement of the OPEC+ countries caused the rise in oil 

prices. At the same time, in February 2021, amid sharp 

changes in the weather in Texas, Brent oil quotes were 

again subject to fluctuations, and in March, the blockage of 

the container ship Ever Given in the Suez Canal led to 

fluctuations in the oil market. 

  

Further in the April OPEC+ meeting, the participating 

countries agreed to ease restrictions on oil production by 

6.55 million bpd, 6.2 million bpd and 5.76 bpd in May, June 

and July, while Saudi Arabia voluntarily refused these 

mitigations.  

  

According to the IEA forecast, in 2021, the average price of 

Brent oil will be 62.3 US dollars per barrel, which should 

reflect the positive results of vaccination with an increase in 

oil production by OPEC+ countries. AERC uses this price 

level for Brent crude in the forecast for 2021.  
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2.1. EXTERNAL FORECAST BACKGROUND 
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Figure 2. Brent crude oil price 

in % in USD on average per year 

 

 

 

 

 

 

 

 

 
Source: IEA 

 

USD/RUB exchange rate and inflation in Russia 

  

Despite the stable growth in 

oil prices, in the first quarter 

of 2021 the ruble exchange 

rate fluctuated at the level 

of 72.8-76.5 rubles per US 

dollar against the 

background of the current internal political situation and 

the threat of economic sanctions by other states against 

Russia. From the end of March to April 2021, the ruble 

weakened against the US dollar, reaching a peak of 77.4 

units. Considering the fact that the ruble exchange rate is 

under pressure due to uncertainty about the further 

epidemiological situation in the country, as well as due to 

the risks of rising inflation, the geopolitical situation, and the 

internal political situation, for the forecast AERC estimates 

the USD/RUB exchange rate at the level 75.6 units in 2021.  

  

In March 2021, inflation in Russia rose to 5.79%, which is 

above the target level (4%) of the Central Bank of Russia. 

The pressure on inflation comes against the backdrop of an 

increase in demand for non-food products and services 

due to the recovery of economic activity, as well as against 

the background of rising costs for imported intermediate 

products. Given that the Central Bank will keep inflation 

close to 4%, inflation in 2021 is expected to remain within 

4.4-4.8%. It is also worth noting that on April 23, 2021, the 

Bank of Russia decided to raise the base rate to 5.00%. In 

its forecast, AERC uses the average inflation forecast (4.6%) 

of the Central Bank of Russia.  

 

Food inflation in the world 

  

Since May 2020, food prices have been steadily increasing. 

In March this year, the FAO index reached its highest values 

since June 2014. The largest contribution to the growth of 

food inflation was made by the increase in prices for 

vegetable oils, dairy products and meat. The increase in oil 

prices was driven by low stocks and a recovery in demand 

for palm oil, the expected demand for soybean oil in the 

biodiesel industry, and a decrease in the supply of 

rapeseed and sunflower oil in Canada and the Black Sea 

coast. Dairy prices rose by 16% year-on-year, driven by 

decrease of supply in Europe due to production delays and 

an expected rebound in catering activity. 

 

Over a long period of growth in February 2021, cereal prices 

have declined. The largest decline occurred in wheat prices 

due to high supply and expectations of a fertile harvest in 

2021. Also, the FAO sugar price index in March decreased 

by 4% compared to previous month and averaged 96.2 

points, which became the first decline after a sharp 

increase recorded in January-February 2021. However, 

sugar price was still 30% above the level of the 

corresponding period last year. 

  

In the face of these changes, AERC estimates 9.3% growth 

in food prices in 2021.  
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2.2. INTERNAL PREREQUISITES FOR THE FORECAST 

Oil and gas condensate production 

 

The IEA expects a recovery in oil demand to pre-pandemic 

levels only in 2023, and in 2021 predicts a recovery in oil 

demand by only 60%. At the same time, in the first quarter 

of 2021, the IEA expects a decline in oil demand below the 

level of the fourth quarter of 2020 due to strict restrictions 

on movement and a slowed down vaccination process in 

Europe. 

 

In 2021, OPEC+, as in 2020, adheres to the principle of a 

gradual increase in oil production to balance oil demand 

and supply. Against this background, AERC expects that oil 

and gas condensate production in Kazakhstan will amount 

to 88.9 million tons. 

 

Fixed capital investments, nominal wages and ruble-

to-tenge parity 

  

In 2020, investments in fixed assets decreased by 3.4% 

compared to 2019, mainly due to a decrease in investments 

in the mining industry. In the face of uncertainty due to the 

pandemic, slow rates of vaccination in Kazakhstan, AERC 

estimates that investment in fixed assets will remain low: it 

will decrease by 0.2% compared to 2020. 

 

Figure 3. Dynamics of the volume of oil and gas 

condensate production 
in million tons 

 

 
Source: BNS ASPR RK, AERC 

 

According to the BNS ASPR of the RK, in 2020 the largest 

growth in nominal wages occurred in the field of health care 

and education. In February 2021, the average monthly 

nominal wage increased by 12.6% compared to February of 

the previous year. In general, according to AERC estimates, 

in 2021 the growth of the average monthly nominal wage 

will amount to 9.2% in relation to 2020. 

  

In the context of the ongoing OPEC+ agreement, which 

positively affects oil price, as well as amid gradual economic 

recovery due to vaccination of the population, AERC 

estimates the nominal exchange rate of the ruble against 

the tenge at 5.7 units.
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SECTION 3 
3.1. Forecast of USD/KZT rate and inflation 
DETAILS: ESTIMATION OF THE EFFECT OF EXCHANGE-
RATE PASS-THROUGH TO INFLATION IN KAZAKHSTAN 
USING A MODEL WITH MARKOV SWITCHES 
3.2. Forecast of nominal GDP and economic growth 
based on aggregate demand 

3.3. Forecast of Kazakhstan’s GDP based on aggregate 
supply 
3.4. Forecast of current operations account parameters  
3.5. Forecast of state budget parameters 
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3.1. FORECAST OF USD/KZT RATE AND INFLATION 

Taking into account the basic assumptions for the forecast described above, in 2021, 

assuming the price of Brent crude at 62.3 US dollars per barrel, US dollar to tenge rate 

(USD/KZT) on average in 2021 will be of 430.9 units, demonstrating a depreciation of the 

tenge by 4.3% compared to 2020. It should be noted that in February, AERC predicted a 

depreciation of the tenge against the US dollar by 4.8% in 2021 compared to 2020. The current 

forecast has been improved due to assumption of higher oil prices.  

 

Nominal cash income in Kazakhstan by the end of 2021, according to AERC, will grow by 10.2%. This AERC forecast of 

nominal cash income is improved from its February forecast, driven by higher growth in nominal wages. The latter is 

consistent with the instructions of K. J. Tokayev to continue increasing salaries for teachers by 25% in 2021, for medical 

workers – by 30%, for employees of social and medical institutions – by 45%. This measure is estimated to cover more 

than 1 million employed people. 

 

Average annual consumer inflation by the end of 2021, in accordance with the AERC forecast, will be at the level of 

7.4% relative to 2020. The inflation forecast for 2021 is thus adjusted upward compared to the February forecast (6.5%) 

due to current conditions: continuing fiscal stimulus, which increases aggregate demand under still soft monetary 

conditions (NBK still maintains the base rate at 9.00%); as well as the forecast of the weakening tenge against the US dollar 

by 4.3% in 2021 compared to 2020. The latter factor affects inflation in terms of exchange rate pass-through. 

 

AERC expects a strong 32.6% growth in industrial producer price index in 2021, taking into account the low base of 

2020, amid a rapid recovery in economic activity in the manufacturing sector, in particular in manufacturing and 

construction, where industrial prices have already been growing. At the same time, the current forecast for manufacturing 

inflation is higher than the February AERC forecast due to a more optimistic expectations in the mining industry, as well 

as in oil prices (62.3 US dollars per barrel against 48.5 US dollars per barrel). 

 

It should be also noted that the rise in gasoline prices makes a significant contribution to the rise in the price level in the 

country. According to the latest data from the Agency for Protection and Development of Competition, on April 16, 2021 

in Kazakhstan, a rise in the price of gasoline was observed in all regions: in Nur-Sultan, the cost in mid-April of this year 

increased by 8-12 tenge compared to mid-April 2020, in Almaty – by 9-12 tenge. The most expensive gasoline of the AI-92 

brand as of April 16, 2021 is sold in Akmola and North Kazakhstan regions: the average price is 170-173 and 170-177 

tenge per liter, respectively. The lowest prices for AI-92 gasoline are observed in April in the Aktobe region – 151-158 tenge 

per liter. 

 

Taking into account the acceleration of consumer and industrial inflation in Kazakhstan, GDP deflator is expected to rise 

by 16.3% in 2021.
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DETAILS: ESTIMATION OF THE EFFECT OF EXCHANGE-RATE PASS-THROUGH TO 

INFLATION IN KAZAKHSTAN USING A MODEL WITH MARKOV SWITCHES 

3.1. USD/KZT RATE AND INFLATION FORECAST 

Figure 4. Consumer inflation, industrial inflation and GDP deflator  

in% to the previous year 
 

 
 

 

 

 

 

Earlier, exchange rate pass-through was mentioned in the inflation forecast. This effect in Kazakhstan means the fact 

that inflationary processes are influenced by the dynamics of the USD/KZT exchange rate. AERC has assessed the 

relationship between inflation and the exchange rate. To do this, AERC used monthly data on inflation (m/m) and the rate 

of change in the nominal exchange rate of USD/KZT (m/m) for 2000–2020. However, given the instability of the exchange 

rate and inflation dynamics in certain time periods (in particular, during the transition of the country to a floating exchange 

rate regime), the traditional method of estimating the coefficients, when a single set of parameters is determined for the 

entire period, may not be applicable. In order to take into account the impact of a possible structural change, Markov 

Switching Model was applied in this study. 

  

The modeling identified two regimes, in each of which the dependence of 

inflation on the exchange rate varied. The figure below shows the probability 

of a mode 1 for January 2000–December 2020. It can be seen that the mode 

1 did not correspond for two periods: August 2007–May 2008 and 

September 2015–August 2016. In these periods, the mode 2 was the most 

probable to be occurred. It must be assumed that mode 2 fell on the period 

of the global financial crisis and on the period of volatility associated with 

the transition of Kazakhstan to the new monetary policy regime, but in 2020, 

the mode 1 was likely to remain.  
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to capture the behavior of complex 

dynamic structures, assuming the 

presence of a finite number of 

states. In this case, the mechanism 

itself for switching between states is 

based on a Markov process. 

Source: BNS ASPR RK, AERC 
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Figure 1. Smoothed probability of mode 1 in the transfer effect model with Markov switches 

 
 

The following are the coefficients at the exchange rate and lagged inflation in each of the modes (see Table 2). 

Table 2. Model results 

The model assessed the impact of the 

nominal exchange rate of USD/KZT (m/m) 

on inflation (m/m). Also, inflation of the 

previous period was included as a 

regressor. According to the simulation 

results, if in the normal period (mode 1) the 

dynamics of the exchange rate affects the 

change in the price level, then during the 

“crisis” periods (when the mode 2 was 

switched on), the exchange rate turned out 

to be insignificant for the inflation 

dynamics. 

 

The behavior of the coefficient with lagged 

inflation in the framework of two modes 

seem to be interesting. In both modes, the 

inflation coefficient of the previous period 

was significant for the current inflation, but in the framework of the mode 1, the inflation of the previous period has a 

greater effect than in the mode 2 on the current inflation (the coefficients are 0.74 and 0.69, respectively). 

 

Thus, based on the results obtained, two conclusions can be drawn:  

I) at the moment of sharp fluctuations in the exchange rate of the tenge against the dollar (mode 2), the latter turns out 

to be insignificant for short-term inflation; 

II) under normal conditions (mode 1) inflation is characterized by a higher anchorage to the past level than during the 

“crisis” period (mode 2).  
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Coefficient 

estimation 

Standard 

error 

t-statistic (p-

value) 

Intercept 0.1483 0.0280 5.2964 

(0.0000) 

Change in the 

nominal 

exchange rate 

USD / KZT 

(MoM) 

  

M1 

  

0.0114 0.0059 1.9322 

(0.0533) 

M2 0.0769 0.0481 1.5988 

(0.1099) 

Inflation with 

lag 1 

M1 0.7380 0.0456 16.1842 

(0.0000) 

M2 0.6905 0.1252 5.5152 

(0.0000) 

* the coefficients are already given in %, i.e. 0.0114=0.0114%, not 1.14%  

M1 - mode 1, M2 - mode 2 

DETAILS: ESTIMATION OF THE EFFECT OF EXCHANGE-RATE PASS-THROUGH TO 

INFLATION IN KAZAKHSTAN USING A MODEL WITH MARKOV SWITCHES 
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3.2. FORECAST OF NOMINAL GDP AND ECONOMIC GROWTH 

BASED ON TOTAL DEMAND 

Household final consumption expenditure in 2021, 

according to the AERC forecast, will grow by only 3.1% 

compared to 2020, which is due to a 2.6% increase in real 

money income of the population. It should be noted that 

the current forecast of household expenditures has been 

adjusted downwards compared to the forecast for 

February (previously – 3.9%), which is due to the revision of 

the growth rate of real money income of the population 

(2.6% versus 3.4% earlier). The expectation of lower growth 

rates of real money income, in turn, is explained by the 

forecast of higher inflation. 

 

According to the AERC forecast, gross fixed capital 

formation will grow by 4.3% in 2021. Despite the positive 

growth rates, they are significantly lower than in 2019 

(+12.9%), but higher than in 2020, when during the 

pandemic, growth drivers were mainly continuing 

investments in the framework of existing projects to 

support firm’s simple reproduction. 

 

The growth rate of real exports in Kazakhstan in 2021, 

subject to economic recovery in both Kazakhstan and in the 

trading partner countries, is forecasted by AERC at 2.7% 

compared to 2020. This growth is explained by the 

expectation of an increase in domestic production and 

export of energy resources, in particular oil and gas 

condensate. However, compared to the February forecast, 

AERC's current forecast for real export growth rates is 

lower, as economic recovery in trading partner countries is 

slower than expected due to slower vaccination processes 

under new quarantine restrictions. 

 

Real imports of Kazakhstan in 2021, according to the 

AERC forecast, will grow by 1.5%, but it will still be lower than 

the growth in the pre-crisis period (in 2019 +10.8%). The 

main factor behind the slow recovery in the growth of 

imports of goods will be a decrease in demand for imported 

goods, both as a result of the rise in prices for imported 

goods relative to domestic ones due to the expected 

depreciation of the tenge against the US dollar, and as a 

result of low growth rates of real money incomes as a 

whole. 

 

Amid a gradual recovery in consumer demand from 

households, investment demand from firms, continued 

high government spending in order to stimulate economic 

growth, an increase in real exports and imports, within the 

baseline forecast of the aggregate demand model, real 

GDP of Kazakhstan in 2021 is expected to grow by 3.4% 

compared to 2020. For comparison, in February AERC 

predicted higher rates of economic growth on the part of 

aggregate demand – at the level of 5.7%. The decrease in 

the forecast of real GDP growth rates for 2021 is primarily 

due to the revision of the growth rates of household 

spending on final consumption, gross fixed capital 

formation and downward real exports, as noted above. 

 

Figure 5. Dynamics of Kazakhstan's GDP 

 

 
Source: BNS ASPR RK, AERC 
 

Taking into account the forecast on the part of the 

aggregate supply (paragraph 3.3), the consensus 

forecast for the growth rate of real GDP in 

Kazakhstan in 2021 is 3.9%.
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3.3. FORECAST OF KAZAKHSTAN’S GDP ON THE BASIS OF THE AGGREGATE 

SUPPLY 

Manufacturing industry of Kazakhstan in 2021, 

according to the AERC forecast, will grow by 5.7% compared 

to 2020. The forecast of the manufacturing industry volume 

index for 2021 is thus in line with the forecast given by AERC 

in February this year, since the main prerequisites for the 

recovery of processing remained the same: AERC predicts 

high growth rates of the industry in 2021 against the 

background of fiscal stimuli already issued in 2020, the 

presence of a deferred effect which will still affect in 2021. 

In addition, in 2021 new stimuli are included in the budget. 

It should be noted that this AERC forecast is slightly higher 

than the updated forecast of the Ministry of National 

Economy of the Republic of Kazakhstan, presented during 

the meeting of the Government of the Republic of 

Kazakhstan dated April 20, 2021, according to which the 

manufacturing industry in 2021 will grow by 5.2%. 

 

Mining industry of Kazakhstan in 2021, according to the 

AERC forecast, will grow by 2.5% compared to 2020. This 

forecast is higher than the February forecast of AERC 

(0.5%), which is due to the premise, on the one hand, of 

higher oil prices and, on the other hand, an increase in oil 

production in the country due to the gradual easing of 

restrictions under the OPEC+ agreement in 2021. 

 

Construction volumes in 2021, according to AERC, will grow 

by 11.0%, which is in line with the February forecast of AERC 

and is comparable with the growth of this sector in 2020, 

when construction volumes, according to the preliminary 

estimates of the BNS ASPR RK, grew by 11.2%. Moreover, 

the forecast of high rates of growth in construction volumes 

in 2021 is in line with the plans of the Government of the 

Republic of Kazakhstan to increase housing construction 

and put into operation 17 million square meters by the end 

of 2021., which was announced at an enlarged meeting of 

the Government on January 26, 2021. This is 11.1% higher 

compared to 2020 (15.3 million square meters of housing 

were commissioned in 2020). 

 
 

Agriculture, forestry and fisheries was not directly 

affected by the COVID-19 pandemic, and, according to 

preliminary data from the BNS ASPR of RK, in January-

December 2020 increased by 5.6% compared to the same 

period in 2019. In 2021, AERC predicts an increase in 

agricultural output, forestry and fisheries by 3.8%. The 

forecast was based on the assumption that in 2021, in 

addition to direct subsidies, concessional lending will be 

provided to the agro-industrial complex in accordance with 

the President's Address dated September 1, 2020 and did 

not change in comparison with the February forecast by 

AERC. 
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3.3. FORECAST OF KAZAKHSTAN’S GDP ON THE BASIS OF THE AGGREGATE 

SUPPLY 

 
 

Wholesale and retail trade, car and motorcycle repair 

sector was directly influenced by the quarantine measures 

introduced due to the COVID-19 pandemic, having 

decreased by 7.3% in January-December 2020 compared 

to the same period in 2019. The largest negative impact on 

this sector was exerted by measures to close large outlets, 

shopping and entertainment centers within the framework 

of quarantine restrictions. However, taking into account the 

gradual adaptation of the sector to new conditions by going 

online, AERC predicts moderate growth in wholesale, retail, 

car and motorcycle repairs at 2.4% in 2021. This forecast is 

in line with the AERC’s February forecast, since quarantine 

restrictions was taken into account in both forecasts. 

 

Transport and storage sector turned out to be the most 

vulnerable in 2020. However, assuming a gradual recovery 

in economic activity in the industry, AERC predicts an 

increase in the output of the transport and warehousing 

sector in 2021 by 5.6%, taking into account the effect of the 

low base in 2020. This forecast was improved in compared 

with the February forecast by AERC (5.3%)  due to the 

assumption of a higher growth in the mining industry and, 

accordingly, an increase in the volume of transportation of 

petroleum products.  

 
 

Thus, according to the AERC forecast based on the 

aggregate supply model, real GDP of Kazakhstan in 2021 

will grow by 4.3% compared to 2020. The main drivers of 

economic recovery in Kazakhstan in 2021 will be the 

manufacturing industry and construction. At the same time, 

the forecast for the growth rate of the real GDP on the 

aggregate supply side was improved versus the February 

forecast, driven by a stronger growth in the mining and 

transport and warehousing sectors. Taking into account the 

forecast of GDP for 2021 on the part of aggregate demand, 

which amounted to 3.4%, consensus forecast of the real 

GDP rates in Kazakhstan in 2021 will amount to 3.9%.
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3.4. FORECAST OF CURRENT OPERATIONS ACCOUNT PARAMETERS 

As estimated by AERC, taking 

into account the initial baseline 

assumptions a trade balance 

will turn out to be positive in 

Kazakhstan by the end of 2021: 

the excess of exports over 

imports of goods will amount to 

USD 11.1 billion, which is higher 

than the values of 2020 amid 

expectations of higher oil prices in 2021, and, as a result, of 

a faster recovery of exports compared to imports.  

 

Balance of services of the balance of payments in 

Kazakhstan in 2021, according to the AERC forecast, will 

amount to -3.2 billion US dollars against -3.0 billion US 

dollars, observed at the end of 2020, amid a 5% increase in 

exports and imports of services in 2021. The rapid increase 

in the import and export of services in 2021 is associated 

with the deferred demand of both the domestic market – 

for imported services, and external – for domestic ones 

against the background of a gradual easing of quarantine 

measures and opening of borders for international 

movement. 

 

Balance of primary income, the stable deficit of which 

negatively affects the current account balance of the 

balance of payments of Kazakhstan, in 2021, according to 

the AERC forecast, will amount to about -16.9 billion US 

dollars. For comparison, in 2020, the balance of primary 

income, according to the National Bank of the Republic of 

Kazakhstan, amounted to -14.9 billion US dollars. 

Compared to the February forecast, the balance of primary 

income is revised upwards due to the revision of the 

forecast of primary income receivable. 

 

Figure 6. Dynamics of the components of the 

current account of Kazakhstan 

 

 
Source: BNS ASPR RK, AERC 

 

Amid the forecast of the trade balance surplus, taking into 

account the traditionally negative balance of services and 

primary income, the total current account balance of 

payments by the end of 2021 is expected to be negative 

in the amount of -7.7 billion US dollars, or -4.0% of GDP. It 

should be noted that at the end of 2020, according to the 

National Bank of the Republic of Kazakhstan, the current 

account balance of the balance of payments was also 

negative at the level of -8.9% to GDP.
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3.5. FORECAST OF STATE BUDGET PARAMETERS 

According to the AERC forecast, the tax base in 2021 will 

gradually begin to recover, as a result of which an increase 

in tax revenues to the state budget of the Republic of 

Kazakhstan is expected to grow by 14.0% compared to 

2020, reaching 9.8 trillion tenge.  

  

Corporate income tax (CIT) receipts in 2021, according 

to the AERC forecast, in nominal terms will amount to 2.1 

trillion tenge, which is comparable to CIT revenues in 2020 

(an increase of 1% compared to 2020). Expectations that 

CIT revenues in 2021 will be almost the same as in 2020 are 

due to the epidemiological situation in the country: in 

March-April this year, a number of regions of Kazakhstan 

again introduced strict quarantine restrictions due to the 

increase in the COVID-19 incidence. The latter, in turn, 

imposes restrictions on the recovery of economic activity in 

several sectors of the economy. 

 

At the same time, AERC predicts a 6% increase in 

individual income tax (IIT) revenues in 2021 compared 

to the previous year, reaching 0.9 trillion tenge. In the 

current year, the AERC forecast of IIT is associated with the 

premise of high growth rates (+10.2%) of nominal money 

income compared to the previous year, which is 

comparable with the 2020 indicator (+10.3%). 

 

Value added tax (VAT) receipts, according to AERC, will 

grow in 2021 to 2.7 trillion tenge due to an increase in 

taxable turnover. For comparison, according to the Ministry 

of Finance of the Republic of Kazakhstan, VAT receipts for 

2020 are amounted to 2.5 trillion tenge. 

 

At the same time, the current epidemiological situation in 

the country, imposing restrictions on the normal operation 

of the real sector of the economy, requires maintaining a 

stimulating fiscal policy in order to restore the economy, 

which, in turn, implies high expenditures of the state 

budget and the quasi-public sector (fiscal and quasi-fiscal 

impulse). Thus, according to the forecast of AERC, 

government spending in 2021 will amount to a total of 

16.5 trillion tenge, which is slightly lower than the 

government spending in 2020 and higher than the 

expected budget revenues this year.  

 

As a result, state budget balance in 2021, taking into 

account guaranteed transfers from the National Fund of 4.6 

trillion tenge, will be in deficit in the amount of 2.2 trillion 

tenge, or -2.6% to GDP. For comparison, in January-

December 2020, the state budget deficit was amounted, to 

2.8 trillion tenge (-3.1% to GDP), according to the Ministry 

of Finance of the Republic of Kazakhstan,. 
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DETAILS: CAN BITCOIN BE CONSIDERED AS A RELIABLE TOOL FOR INVESTMENT AND 

SAVINGS? 

Bitcoin's recent growth, surpassing $60K for the first time, as well as its fall to $50K, has 

sparked a lively debate. Lately, Bitcoin, often referred as the "new gold", has been 

headlining mainstream news. 

 

The popularity of cryptocurrencies has grown significantly since Nakamoto (2008) 

introduced the concept of Bitcoin. Cryptocurrencies embody innovative technologies, 

highly secure architecture, advanced functionality and investment opportunities which 

makes them attractive for both IT professionals and investors. However, Bitcoin carries with 

it decentralization and the principles of unregulated markets, which add an additional layer 

of uncertainty to the pricing and development of financial markets. 

 

The rise in the price and demand for cryptocurrency has fueled interest among researchers. AERC decided to test whether 

Bitcoin is indeed a reliable asset for investing and holding savings. To do this, the behavior of Bitcoin was compared with 

the dynamics of gold and the S&P 500 broad market index based on a such an indicator as volatility. Volatility is an 

important indicator in financial risk management, which represents an assessment of the risk of using a financial 

instrument within a given time interval. The analyzed data is presented by the market price at the closing date in the period 

from April 27, 2015 to April 27, 2021 (1498 observations). AERC used the GARCH model to describe Bitcoin price volatility. 

The results showed that Bitcoin is more speculative than gold or stock indicators. 

 

Figure 1. Dynamics of conditional and unconditional  

volatility BTC / USD 

The price of gold and the S&P 500 have similar 

dynamics with the highest volatility during events such 

as the 2016 and 2020 US presidential elections, US 

trade tensions with China, and the coronavirus 

pandemic. However, the nature of the volatility of 

Bitcoin is very different from the price of gold and the 

S&P 500 index. Moreover, if the volatility of gold and 

the S&P 500 index does not exceed 10% on average 

for the period under review, then the volatility of 

Bitcoin is off the charts. The Bitcoin price is 

characterized by high volatility, even within a short 

time period: in one day, the price can change by $100 

or even $1000. 

 

The dynamics of the price of cryptocurrencies cannot be explained by fundamental factors such as elections or a 

pandemic. In other words, its behavior is completely unpredictable. It makes Bitcoin unreliable asset for long-term 

investments. Bitcoin and other cryptocurrencies are more suitable for speculation than for savings. Without diminishing 

the innovativeness of the idea of cryptocurrency, it should be noted that at the moment cryptocurrency is not able to fulfill 

the basic functions of money, in particular, it does not have the function of saving.  
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DETAILS: CAN BITCOIN BE CONSIDERED AS A RELIABLE TOOL FOR INVESTMENT AND 

SAVINGS? 
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Figure 2. Standard deviations of Bitcoin, S&P 500, gold 

 

 
 

The standard distribution of Bitcoin is 3 times higher than the indicators of S&P 500 and gold, which shows the 

increased risk for the issuer. 

 

Figure 3. Dynamics of unconditional  

volatility of gold and the S&P 500 
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ATTACHMENT 

Table 1. External prerequisites for the forecast 

 

Period 2018 2019 2020 2021 

 Fact Data1 AERC * AERC 

Brent crude oil price, USD per barrel on average 

per year 
72.8 64.4 41,7 48.5 62.3 

Economic growth rate of partner countries, % YoY 2.6 2.2 -4.8 4.5 4.5 

Food inflation in the world (FAO index), % YoY  -4.1 -5.0 -2.0 7.0 9.3 

Consumer inflation in Russia, % YoY 2.9 4.5 3.4 4.0 4.6 

Nominal USD / RUB exchange rate, rubles on 

average per year  
62.7 64.7 71.9 75.0 75.6 

Table 2. Internal prerequisites for the forecast 

 

Period 2018 2019 2020 2021 

 Fact  Data2 AERC * AERC 

Oil and gas condensate production, mln tons 90.4 90.6 85.7 86.0 88.9 

Nominal growth of average monthly wages, % YoY 8.4 14.6 14.6 9.2 9.2 

Nominal exchange rate RUB / KZT, tenge on 

average per year  
5.5 5.9 5.7 5.8 5.7 

Fixed capital investments, % YoY 17.5 8.5 -3.4 2.0 -0.2 

 

Table 3. Forecast of the dynamics of internal inflationary processes, incomes and the USD / KZT exchange 

rate 

Period 2018 2019 2020 2021 

 Fact Data3  AERC * AERC 

Consumer inflation (CPI), % YoY 6 5.3 6.8 6.5 7.4 

Industrial inflation (PPI), % YoY 19 5.1 -8.0 15.9 32.6 

GDP deflator, % YoY 9.2 6.8 3.6 9.0 16.3 

Nominal Cash Income, % YoY 11.3 11.3 10.3 9.5 10.2 

Real cash income, % YoY 5 5.8 3.3 3.4 2.6 

USD/KZТ nominal exchange rate, on average per 

year 
344.7 382.8 413.0 432.8 430.9 

 
1 Data from EIA, WB, IMF, Bank of Russia 
2 Data of BNS ASPR of RK 
3 Data of BNS ASPR of RK and NB of RK 
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ATTACHMENT 

Table 4. Forecast of the components of domestic aggregate demand 

 

Period 2018 2019 2020 2021 

 Fact Data4 AERC * AERC 

Household final consumption expenditures, % 

YoY 
6.1 6 - 3.9 3.1 

Gross capital formation, % YoY 5.4 12.9 - 5.7 4.3 

Real exports, % YoY 9.6 2.5 - 5.7 2.7 

Real imports, % YoY 6.6 10.8 - 2,3 1.5 

Real GDP growth rate, % YoY 4.1 4.3 -2.6 4.8 3.9 

Nominal GDP, KZT bln 61820 68639 70134 82365 84338 

Nominal GDP, USD bln 179.3 179.3 170 190 196 

 

Table 5. Forecast of the current account of the balance of payments 

 

Period 2018 2019 2020 2021 

 Fact Data5 AERC * AERC 

Current account of the balance of payments, mln 

US dollars 
-138 -7206 -6273 -9428 -7,746.1 

Current account of the balance of payments to 

GDP, in % 
0 -4 -8.9 -5.0 -4.0 

Trade balance, mln US dollars 25,579 18130 10506 11957 11072 

Export of goods, mln US dollars 59826 58165 46715 43181 47466 

Import of goods, mln US dollars 34247 40,034 36208 31224 36394 

Balance of services, mln US dollars -4 661 -3,686 -3064 -2501 -3226 

Export of services, mln US dollars 7 320 7 783 5032 7573 5306 

Imports of services, mln US dollars 11,981 11469 8096 10074 8532 

Balance of primary income, mln US dollars -21,974 -22692 -14930 -19168 -16898 

Income receivable, mln US dollars 2482 2376 1922 1023 1761 

Income payable, mln US dollars 23,007 23,600 16079 18609 17751 

Remuneration (net), mln US dollars -1 584 -1 599 -900 -1714 -1032 

Other income, mln US dollars 135 132 127 131 124 

Balance of secondary income, mln US dollars 918 1,042 1215 284 1306 

 
4 Preliminary data of the Ministry of National Economy of the Republic of Kazakhstan 
5 Preliminary data of the NB of RK 
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ATTACHMENT 

Table 6. Forecast of the parameters of the state budget 

 

Period 2018 2019 2020 2021 

 Fact Data6 AERC * AERC 

Revenues, bln tenge 10809 12758 14521 12554 14312 

Tax revenues, bln tenge 7890 9 216 8561 9484 9762 

Corporate income tax, bln tenge 1,688 1975 2044 2005 2064 

Individual income tax, bln tenge 838 876 930 1060 986 

Social tax, bln tenge 619 697 727 849 784 

Value added tax, bln tenge 2034 2 693 2533 2917 2737 

Revenues from the use of natural and 

other resources, bln tenge 
494 555 503 554 612 

Taxes on international trade and other 

taxes, bln tenge 
1 906 2,078 929 1648 1620 

Other tax revenues, bln tenge 312 342 449 450 450 

Receipts of transfers from the National 

Fund, bln tenge 
2 600 3070 4770 3070 4550 

Costs, bln tenge 11346 13 536 16725 15122 16522 

Balance, bln tenge -833 -1 285 -2806 -2568 -2210 

Balance as % of GDP -1.3 -1.9 -3.1 -3.1 -2.6 

 

  

 
6 Data of the Ministry of Finance of the Republic of Kazakhstan 

AERC * – February AERC Forecast 

AERC – April AERC Forecast 
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