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Oil prices became critically defining factor for economy of Kazakhstan.
Not only economic growth, but also social obligations of the state and an
exchange rate of national currency will depend on prices of oil in 2017.
Analytics have a whole range of opinions on this point, from cautiously op-
timistic to downright pessimistic. The world oil market is paradoxical.The
main reasons for reduction of price of oil are known: strengthening of US
dollar, surplus of production of oil and increase of oil reserves. Moreover,
the negative impact on the oil prices will be made by slowdown in chi-
nese economic growth and removing sanctions against Iran. Devaluating
currency will drop until fundamental changes come. In this case it means
returning of confidence and growth of the Kazakhstan economy, substan-
tial increase of prices of oil and other key primary goods. On this basis, in
article the authors analyzed the dependence of the exchange rate of the
national currency of Kazakhstan on oil prices.

Key words: tenge, dollar, oil, price, currency, economy, exchange
rate, OPEC, oil production.

MyHan 6aranapbl  KasakCTaH 3KOHOMMKACHI YLIiH aiKbIHAQYLbI
dakTopra anHaaabl. 2017 XbiAbl OAAPABIH, ©3repyiHe 6aiAaHbICTbl 3KO-
HOMMKAABIK, 6CIM FaHa eMeC, COHbIMEH KATap MEMAEKETTIH 8AeyMeTTiK
MIHAETTEMEAEPI MEH YATTbIK, BaAloTa Garambl Aa TayeAai 6oaaabl. bya
JKOHIHAE TaAAQYLUbIAAPAbIH MiKipi 8p aAyaH: yCTaMAbl X8He ONTUMMUCTIK
nikipAeH 6acTan auiblk, TYPAEri NeCCUMMCTIK MiKipAepre AeniH. OAeMAIK
MyHail HapblFbl MapasoKcanabl. MyHanm 6aracbiHbiH TYCYiHiH 6acTbl ce-
6entepi 6eariai: AKLL A0AA@pbIHbIH, HblFalobl, MyHaMAbl TbIM apTbIK, OH-
AIpy >K8He MyHan KopAapblHbiH, ecyi. CoHbIMeH KaTap, MpaHra Kapchbl
CaHKUMSIAQPAbI aAbIN TacTay >kaHe KbiTal 3KOHOMMKAAbIK, 6CY KapKblHbI-
HbIH TOMEHAEYI MyHar 6ararapblHa ©3iHiH HeraTMBTI bIKMaAbIH TUMi3EA|.
KypAeAi e3repictep opblH aAaTbiH 6OAMAca, KyHCbI3AAHATbIH aKLLAHbIH
weri 60AManabl. bya xaraanaa oA KasakcraH SKOHOMMKACbIHbIH, ©CYi >ko-
He OFaH AEreH CEHIMAIAIKTI KanTapy, MyHan >keHe 6acka Aa Herisri wu-
Ki3aT TayapAapbl 6aracbiHbiH aiTapAbikTan ecyi. OcbiFaH opai, Makaraaa
aBTOpAap KaszakcCTaH YATTbIK, BAaAOTACbIHbIH, KYPC OpPHATYbIHbIH MyHai
GaracbiHa TOYEAAITIH TaAAAADI.

Tyiin cesaep: TeHre, AOAAap, MyHan, 6ara, BaAloTa, SKOHOMMKA,
anbipbac barambl, ONEK, MyHait eHAipy.

LleHbl Ha HeTb CTAAM KPUTUYUECKU OMPEAEASTIOLMMU AAS SKOHOMUKM
KazaxcraHa. OT Toro, kakmmm oHn 6yayT B 2017 roay, 3aBUCUT HE TOAbKO
3KOHOMMYECKMIA POCT, HO M COLIMaAbHble 06s13aTeAbCTBA FOCYAAPCTBA, U1
KYPC HalMOHAAbHOM BaAlOTbl. [1pOrHO3bl aHAAUTUKOB Ha 3TOT CYET — 3TO
LLleAas MaAUTPa MHEHWI, OT CAEP>KaHHO-OMTUMMUCTUYHBIX A0 OTKPOBEHHO
NecCUMMUCTUYHbIX. MUPOBO HePTSIHOM PbIHOK MapasokcaneH. OCHOB-
Hble MPUUYMHbBI CHMXKEHMS LieHbl HA He(PTb M3BECTHbI: YKpPenAeHne AOAAApPa
CLUA, nepens6bbITOK MPOM3BOACTBA HE(DTU U yBEAMYEHME 3arnacoB Hed-
M. boAee TOro, cBoe HeraTMBHOE BO3AENCTBME HAa CTOMMOCTb HedTh
OKaXKyT 3aMeAAeHMe PoCTa KUTAMCKOM 3KOHOMMKM U CHSATME CaHKLMIM C
MpaHa. AA9 AeBaAbBUPYIOLLIEN BAAIOTbl AHA HE CYLLeCTBYeT AO Tex rop,
noka He Npom3onAyT OyHAAMEHTAAbHblE M3MeHeHMs. B AaHHOM cAyudae
3TO BO3BpaLLEHME YBEPEHHOCTM M POCTa Ka3axCTaHCKOM 3KOHOMMKM,
3HAUYUTEAbHOE MOBbILLEHWE LieH Ha HedTb U APYrue KAIOUEeBble CbipbeBble
ToBapbl. Mcxoaq M3 3TOro, B CTaTbe aBTOPbl AaHAAM3MPOBAAM 3aBUCUMOC-
Tb KypCOOOPa30BaHMA HaLIMOHAAbHOM BaAloTbl KasaxcTtaHa OT UeHbl Ha
HedTb.

KAloueBble cAoOBa: TeHre, AOAAApP, HeTb, LieHa, BaAlOTa, SKOHOMMKA,
o6MeHHbI kKypc, OMNMEK, HebTeaoObIva.
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After World War II the US dollar became the universal curren-
cy in the world. This is convenient for mutual settlements between
countries, dollar simplifies communication between economies of
different levels. Even the most ardent opponent of America wants
to find a hundred dollars lying on the road. Any uneducated citizen
understands that the dollars are good money.

But not everything is so beautiful and bright. Country which
prints universal bargaining unit without any control can have a sig-
nificant impact on the other weaker economies. It got to the ridicu-
lous: the very birthplace of «green» owes the Federal Reserve Sys-
tem billions of dollars. Only states with strong economies are not so
dependent on the dollar. Moreover, the euro strengthened at 5-10%
during last sixteen years. The states, most dependent on the dollar,
usually have a weak economy, unstable political system. The num-
bers of such countries include the majority of post-Soviet countries.
Last year’s situation in Russia is particularly alarming. Worse things
happen only in Ukraine, but there is a clear situation — the war, the
revolution, the eternal struggle between bandits and thieves.

Analysts forecast are based on these factors:

— sanctions

— falling prices and demand for oil,

— decline in GDP of the country,

— military conflicts,

— the arrest of foreign assets,

— raw nature of the economy,

— partial international isolation,

— withdrawal of capital and lack of investment,

— low foreign exchange earnings,

— anegative trade balance,

— acrisis of the banking system,

— the global economic downturn,

— corruption,

— the fall of the international authority,

— unpredictable foreign policy.

It is difficult to identify a single, most important reason among
above-listed ones. It is a tight tangle of problems with no beginning
and no end. One begets the other. The global economic crisis has
reduced demand for hydrocarbons, investors are afraid to invest and
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try to withdraw money from a collapsing economy.
Those who are willing to invest do not want to pay
bribes to officials. Hot spots of the planet curtail in-
ternational economic activity. Refugee flow awak-
ens nationalist sentiments in Europe. As a result
— everyone suffers. And the poorer and simpler per-
son, the harder his life. Kazakhstan has a very hard
time right now for currency borrowers. Their real
debt for three years has tripled, while revenues have
remained former. Currency maidan may appear not
only in Ukraine but also in Kazakhstan.

Even the most optimistic financiers and econo-
mists do not exclude the fall of tenge to 420 units for
one dollar. This is confirmed by experts’ forecasts.
This even option is possible with a decrease in oil
prices to $ 18-20 per barrel. The growth of produc-
tion outside OPEC — in Russia, the UK and Bra-
zil, and a constant level of production of shale US
manufacturers, as well as additional quantities of oil
coming from Nigeria, Libya, and Iran, is currently
putting pressure on the price quotations, and could
push oil prices even below today’s level. Production
growth outside OPEC — in Russia, the UK and Bra-
zil, and a constant level of production of shale US
manufacturers, as well as additional quantities of oil
coming from Nigeria, Libya, and Iran, is currently
putting pressure on the price quotations, and could
push oil even below current level. OPEC at the sum-
mit signed — the first since 2008 — an agreement to
cut production by about 1.2 million barrels per day
to reduce the excess supply in the global market
and support prices. Oil production will be limited in
order to stabilize prices in the market. Implementa-
tion of the agreement will be monitored by a spe-
cial commission of three OPEC countries — Kuwait,
Venezuela and Algeria — and the two countries not
belonging to the organization, but joining the trans-
action. The transaction is expected to participate
in non-OPEC countries: Kazakhstan, Uzbekistan,
Oman, several South American countries — Mexico,
Bolivia, Trinidad and Tobago, Colombia. The orga-
nization hopes that caountries, not participated in
OPEC, will reduce oil output by 600,000 barrels per
day. Russia had previously reported that it is ready
to reduce production by about 300,000 barrels per
day. The burden of reducing the production took
over Saudi Arabia — the de facto leader of oil cartel,
while Iran was allowed to install a new oil level in
the 3,797 million barrels per day.

The latest news says that the world’s major
manufacturers are not going to curtail production
levels, oil storage tanks are full. Attempts of Rus-
sian President Vladimir Putin to negotiate with
them about a moderate level of export are not en-

couraging. If the OPEC countries will continue in-
creasing the volume of production in 2017 it funda-
mentally will not threaten the market, because even
without freezing of production the excess of supply
will gradually decrease. In terms of emotions this
is, of course, negative, and probably the price will
react with the fall to the news. Falling of oil prices
in the middle of November to the level of $ 44 per
barrel in fact was a reflection of the expectations
of the market. At that time, the market seems to
have no expectations about the meeting (now the
Brent price around $ 49 per barrel). On this basis,
we can assume that in the case of non-compliance
with the conditions of price, negotiations will not
go much lower than $ 44 per barrel. And if that
happens, it will last in a short interval, after which
the growth of consumption will once again push
the price higher.

According to different data, OPEC may cut oil
production by setting indices in the range of 32.5 to
33 million barrels per day. In October, production of
«black gold» per day was 34.0 million barrels.

According to statements of Russian President
Vladimir Putin, the Russian Federation is also ready
to join the OPEC measures to limit oil production,
and calls on other oil producing countries to support
this initiative.

Kazakhstan’s economy is heavily dependent on
oil. So it is needless to say that the growth of Ka-
zakhstan’s GDP, fiscal revenues and exchange rate
depends on the dynamics of oil prices. It is therefore
important to have an understanding on the factors
that affect the price of oil, and projections regarding
its future price.

Accelerating the pace of the Fed’s base rate,
growth in the US has the potential to increase the
pressure on the tenge, as this will increase the out-
flow of capital from Kazakhstan. To date, the Fed-
eral Reserve base rate is 0.5%. The probability that
the rate will be raised to 0.75% in December 2016 is
large enough and this probability is already incorpo-
rated in current prices. Many things depend on the
Fed’s actions in 2017.

Today markets expect the acceleration of infla-
tion in the US in 2017. It will push the Fed to in-
crease the base rate accordingly, and thus the yield
of US securities. Such a scenario could lead to an
outflow of capital and reduction of tenge exchange
rate.

The Organization of Petroleum Exporting Coun-
tries (OPEC) expects the joining of Kazakhstan
to the agree on production. Kazakhstan revised its
forecast of oil production at the giant Kashagan field
for 2017 to 8.9 million tonnes from the previous 4-8
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million tons, and the Republic does not exclude that
will join the agreement of the oil exporters and other
manufacturers to reduce the extraction of raw mate-
rials. Talks about reducing or freezing oil extraction
contrast with the republic plans to increase produc-
tion of raw materials in Kazakhstan in 2017. In mid-
November, the Ministry of Energy of the Republic
reported that Kazakhstan plans to produce at least
80 million tons of oil in 2017 compared to planned
75.5 million tons due to the largest deposits in 2016.
Kazakhstan state company KazMunaiGaz, planned
to increase production of oil and gas condensate in
2017 to 23.136 million tons from 22.450 million in
this year.

During the first 11 months the weakening of
tenge was 0.4% in nominal terms, and for the end
of November exchange rate of national currency
was 341.44 tenge per US dollar. National Bank
continues to follow the principles of a free float-
ing exchange rate. The cost tenge is determined by
internal and external fundamentals that provides
predictable dynamics of the tenge exchange rate.
National Bank has not intervened in the currency
market in November. At the moment, the impact of
the National Bank on the fundamental trend of the
currency exchange rate is zero. The level of confi-
dence in the national currency in October showed
a sharp increase — the volume of Kazakhstani tenge
savings in banks increased. The total size of indi-
viduals’ term deposits denominated in KZT in Oc-
tober 2016 increased by 9% and exceeded 2 trillion
tenge.

At the same time the population of Kazakhstan
actively releases its foreign currency deposits on
purchases, which had to be postponed due to the
volatility of the situation on the currency market at
the end of 2015 — beginning of 2016. The volume
of term retail deposits in foreign currency decreased
by 2% in October, the reduction of deposit portfolio
continues for the third month in a row.

Return of the activity in the market segment
open access to banks to the tenge liquidity, which
can be converted into more intense issuing loans to
the economy.

The most actively increased their tenge depos-
its in the last year residents of Almaty, Astana and
Karaganda regions.

The volume of term deposits in national cur-
rency of population of Almaty grew by 336 billion
tenge, or 2.4 times. In October, the portfolio grew by
more than 72 billion tenge.

Increasing the size of retail time deposits in
tenge, belonging to individuals in Astana was less
significant — for the year it grew by 149 billion
tenge, or 2.2 times. In October, residents of the capi-
tal have increased their tenge savings to 18 billion
tenge.

In the Karaganda region for the year tenge de-
posits of citizens increased by 84 billions tenge.
This is almost two times more than a year ago. Dur-
ing the last reporting month, the volume of deposits
increased by 10 billion tenge.

About 40% of tenge liquidity of time deposits
of natural persons in the Republic of Kazakhstan is
concentrated in these three regions (one year ago —
46%).

In our opinion, the tenge rate will be affected
by short-term factors such as the dynamics of world
prices for raw materials, as well as the dynamics of
the Russian ruble. In the long-term influence on the
course will be the difference in the rate of inflation
in Kazakhstan and the United States, the difference
in the return on investment in tenge and US dollars,
as well as the investment attractiveness of Kazakh-
stan and capital flows.

Based on the dynamics of the tenge exchange
rate and oil prices, it is obvious that dependence on
exchange rate on the price of oil is incredibly high.
The negative correlation between the tenge and the
oil is 86% from the year’s beginning.

Jlutepartypa

1 Cynmpba Tenre B Ommkaiimiee Bpems — mporHo3 skcrepra. 12 nexabps 2016 r.// http://www.ktk.kz/ru/blog/arti-

cle/2016/10/04/72652

2 Yro Oyzer ¢ tenre B Oimwkaiiimune nosroaa. 30 mapra 2016 r. // https://tengrinews.kz/private finance/chto-budet-s-tenge-v-

blijayshie-polgoda-291703/

3 Kakum Oyzer kypc tenre B Onmkaiiinee Bpemst. 11.01.2016. Dxenept: [Nanum Xycanuos // http://www.kursiv.kz/examina-

tion/blog/kakim-budet-kurs-tenge-k-blizajsee-vrema/

4 Dkcnept o pemennn OINEK u kypce tenre B oktsiope. 29 centsiops 2016 roxa // https://krisha.kz/content/news/2016/

ekspert-o-reshenii-opek-i-kurse-tenge-v-oktyabre

5 Kypc tenre Oyaer nepikarbest Ha TekyuieM ypoBHe B 2017 roay — mporuo3 S&P. 28 centsopst 2016 rona // https://ten-
grinews.kz/private_finance/kurs-tenge-derjatsya-tekuschem-urovne-2017-godu-prognoz-SP-303003/

ISSN 1563-0285

KazNU Bulletin. International relations and international law series. Nel (77). 2017 117



The perspectives of “Tenge-Dollar’s” relationships

References

1 Sud’ba tenge v blizhaysheye vremya — prognoz eksperta. 12 dekabrya 2016 g./ http://www.ktk.kz/ru/blog/arti-
cle/2016/10/04/72652

2 Sayt:https://tengrinews.kz/private_finance/chto-budet-s-tenge-v-blijayshie-polgoda-291703/

3 Kakim budet kurs tenge v blizhaysheye vremya. 11.01.2016. Ekspert: Galim Khusainov // Sayt: http://www kursiv.kz/
examination/blog/kakim-budet-kurs-tenge-k-blizajsee-vrema/

4 Ekspert o reshenii OPEK i kurse tenge v oktyabre. 29 sentyabrya 2016 goda // https://krisha.kz/content/news/2016/ekspert-
o-reshenii-opek-i-kurse-tenge-v-oktyabre

5 Kurs tenge budet derzhat’sya na tekushchem urovne v 2017 godu — prognoz S&P. 28 sentyabrya 2016 goda // Sayt:https://
tengrinews.kz/private_finance/kurs-tenge-derjatsya-tekuschem-urovne-2017-godu-prognoz-SP-303003/

118 Ka3¥V xabapiubicel. XanblKapasblK KaTbIHACTAP JKOHE XaJbIKapalblK KYKbIK cepusicel. Nel (77). 2017



