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FOREIGN ECONOMIC ACTIVITY OF THE REPUBLIC
OF KAZAKHSTAN IN 2014

Kim Yekaterina, Zhumanova Kamilya, Zhussipbek Shokan,

L.N.Gumilyov Eurasian National University
Astana, Kazakhstan
Alpysbayeva A., Zhubayev S.Senior lecturer

In order to implementation the Strategy "Kazakhstan - 2050": new political
course of sustainable state”, which was presented in December 2012 President
N.A.Nazarbayev’s message, to the nation, Kazakhstan has taken measures to improve
the financial system of the country. The effectiveness of economic activity in the
sphere of foreign economic activity of the country and their effectiveness largely
depends on the construction of the corresponding system of export promotion of
goods, works and services. One of the main tasks of management of foreign
economic activity is to promote sustainable and effective economic development of
the country through promoting import substitution and improving the investment
climate to attract direct and portfolio foreign investment.

Foreign economic relations evolve through certain stages, a change which
characterizes the strengthening of the integrity of the world economy, the complexity
of the content of international economic relations: from trade and services - to the
transfer of the capital and investments, the consequent formation of international
production, further - to the formation of a single world market of Finances:
currencies, loans, securities. In addition there are political and economic, military,
cultural and other relations between the countries, which generate the cash payments
and receipts. Multifaceted complex of international relations of the country is
reflected in balance sheet account its international operations, which is traditionally
called the Balance of Payments (BoP) [1].

The purpose of this article - the disclosure of the structure of the balance of
payments of the Republic of Kazakhstan and of the factors influencing the balance of
payments in 2014, the main methods of its regulation and his features at the present
stage of economic reforms in Kazakhstan [2].

As usual the National Bank of the Republic of Kazakhstan (NBK) released its
preliminary Balance of Payments data for the 2014 year. Based on data from the
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NBK, as well as from the State Statistics Agency, Customs Control Committee of the
Ministry of Finance and other government bodies.

The Balance of Payments has include: trade balance, i.e. the ratio between the
export and import of goods, balance of services, interests and non-payments (balance
of invisible transactions) ; Balance the capital and credit, the balances of these
operations, omissions and errors, the financing of the deficit or increase of foreign
exchange reserves [3].

2014 year for foreign economic activity of Kazakhstan has been difficult, due
to the decline in oil prices and associated geopolitical situation with Russia. At the
same time, due to the presence of the anti-crisis program of Kazakhstan, foreign trade
of the country kept their achievement.

Mainly, the BoP for the 2014 year items showed that:

- The country posted a 36,6 billion dollar merchandise trade surplus in the
2014 year, increase $3,1 billion from in 2013,

- the deficit on trade in services declined from minus -6,8 billion dollars in
2013 to minus 6,3 billion dollars in 2014,

- the deficit on investment income and remittances declined too, from
minus 25,3 billion dollars in 2013 to minus 22,6 billion dollars in 2014,

- the data shows current account plus $5,9 million, increase from negative
$-118 million in 2013,

- the capital account payments position plus 29,3 billion dollars in 2014
increase from plus 6,4 billion dollars in 2014,

- the Financial account statement in negative -6,7 billion dollars in 2014
decrease from 3,5 billion dollars in 2013.

On the balance of payments of Kazakhstan has been influenced by several
factors. Measures to overcome the financial crisis 2008-10 years in Kazakhstan and
our resources of National fund gave positive results. The uneven economic and
political development of countries of fierce international competition. Cyclical
fluctuations in the prices of commodities exported by Kazakhstan. Particularly,
reduction of prices of non-ferrous metals, due to the lower demand.

On the negative change in investment positions has affected the return of
capital from emergency countries to developed countries, due to the instability of the
financial state of the European Union.

Below we provide a table 1 of the balance of Payments in the analytical form.

Note: the table is compiled by the authors according to the statistics of the
National Bank of Kazakhstan. www.nationalbank.kz.

As the table shows, the improvement in the current account in 2014 was due to
the surplus in the trade balance. The trade balance improved by 11% to $36,7 billion,
compared with 2013, where the trade balance was $33,7 billion.

Total export in 2014 amounted to $80,3 billion, a decrease of 3.4 percent
compared with 2013, when the export volume was 83.4 billion US dollars, which in
turn decreased by $3.5 billion compared to 2012. In 2012 in Kazakhstan was
achieved the highest export volume, almost of $87.0 billion. The decline in export
volumes in 2013 and 2014 yy, mainly influenced by the decrease in prices for major
Kazakhstan's export commodities, particularly light metals, copper, oil and other row
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materials. Total imports amounted to $43.6 billion compared with $49,7 billion in

2013.
Table 1 Balance of Payments of Kazakhstan (Analytical presentation)
Min. Of USD
# 2010 2011 2012 2013 2014
1 Current Account 1388 10197 10791 -118 5994
1.1 | Trade Balance 28500 44844 38145 33691 36698
Exports 61391 85194 86931 83407 80281
Imports 32891 40350 48786 49715 43582
1.2 | Services -7249 -6635 -7948 -6876 -6354
Exports 4119 4337 4828 5271 6571
Imports 11368 10973 12776 12147 12925
1.3 | Primary Income 19376 27747 28107 25345 22657
Compensation of 1406 | 1730  -1927|  -1803 | -1793
employment
1.4 Investment income -18109 -26156 -26319 -23681 -21004
receivable 2556 2088 1949 2176 1892
payable -20665 -28244 -28261 -25857 -22897
1.5 | Transfers -489 -265 -1010 -1558 -1183
2 | Capital account 7898 318 15,4 6,4 29,3
2.1 | Financial account 7693 6020 932 3538 -6797
Direct investment -3665 8583 -11825 -3538 -4717
Portfolio inv. -8470 12868 17387 5962 2333
Financial derivatives 3,9 -126,7 108 104 -37.1
Other investments 19824 1861 -4739 1814 -3081
3 | Errors and omissions 3116 -3907 -4469 -5826 -8566
4 | Overall balance -4706 -300 4306 2419 -4254
5 | Financing 4706 300 -4306 -2419 4254
5.1 | Reserve assets NBK 4706 300 -4306 -2419 4254

The balance of services improved slightly, from minus 6.8 billion dollars in
2013 to minus 6.3 billion US dollars in 2014. This indicator is also impacted on the
positive result of the Current account. Stable negative value on services based on
geographical location of Kazakhstan, which has no outlet to the open sea. All export
and import transportation of goods is carried out through the vast territory of
neighboring Russia and China, where to spending huge currency funds.

The Income balance, i.e. net outflow of resources on operations of primary
incomes also improved. This indicator in 2014 negative 22.6 billion U.S. dollars,
compared with $25.3 billion in 2013. Large negative payments income due to the
huge size of the attracted foreign investments. The amount of foreign investment in
2014 reached $ 200 billion during the years of independence, i.e. since 1991.

Current transfers, negative too, $1,1 billion and decrease with $1,6 billion in
2013.

In modern conditions, the movement of financial flows has become an
important form of international economic relations, due to the growth of international
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financial interdependence of almost all countries of the world. Also, this increase is
due to increased export of capital, the development of the world market of loan
capital, including Central Asia markets, financial markets, liberalized terms.

An important factor in the movement of capital with increased disequilibrium
of balance of payments and the need for borrowing to cover its deficit position. In the
end, financial interdependence became stronger commercial interdependence. This
strengthens the currency and credit risks, primarily the risk of default by the borrower

[4].

According to data of the National Bank of Kazakhstan Financial account
balance in 2014 showed a negative result in the amount of $6.8 billion, however a
positive result in the amount of $3.5 billion in 2013. This indicator means the outflow
of capital from the country or the acquisition of foreign assets by residents of
Kazakhstan.

The surplus on portfolio investment amounted to $2.3 billion as a result of
increasing growth of assets under portfolio investment above the growth in liabilities
from such investments. Net acquisition of assets, capital increase, portfolio
investment in the amount of $8.6 billion were secured by $6.3 billion growth of
foreign assets of the National Fund of the Republic of Kazakhstan. Net liabilities
incurred by the growth of $2.6 bn in portfolio investment as a result of new emission
of debt securities of Kazakhstani banks and non-Bank sector companies totaling $4.9
billion, which were partially effect by repayment of

The negative balance of external flows of derivative securities in 2014 linked
to the underdevelopment of this sector of the financial market in Kazakhstan. The
negative balance of external flows of derivative securities linked to the
underdevelopment of this sector of the financial market in Kazakhstan. The volume
of transactions of several hundred million dollars is not compatible with the
capabilities of the financial market of Kazakhstan. this market sector has all the
opportunities for growth.

The large errors and omissions line is reminder that mainly large-scale foreign-
exchange transactions serve to preserve the opacity of flows in the capital account.

Temporary methods of covering the deficit of the balance of payments include
soft loans received by a country on foreign aid. Thanks to the active participation of
foreign and portfolio investments, transfers of foreign exchange reserves of the
National Fund of Kazakhstan to balance the balance of payments gave the
opportunity to keep low the size of the external debt of the country. By the end of
2014, the external debt remained low at 5.5 percent of GDP. The final method of
balancing the balance of payments is the use of official foreign exchange reserves of
National bank , which in 2014 increased to 29.5 billion U.S. dollars.

In 2014 GDP, according to data of Statistics Agency $225,0 bln , increased in
real terms by 4.0%. GDP 2014 in real terms above the level of GDP 1991 twice and
is 206,9%. The GDP per capita in 2014 has amount to about 13 thousand US dollars.
According to this index, Kazakhstan occupies a leading position among CIS
countries, ahead of Russia too.

External debt of the Republic of Kazakhstan amounted to $123,7 blin, in total.
Private non-guaranteed external debt to $118,5 bln, of which intercompany loans to
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$62,2 bln, State and state- guaranteed external debt only $5,6 bln, in percent of total
to 4,6%.

Kazakhstan’s increasing in recent years export base it increasingly vulnerable
to fluctuations in the prices of a few key commaodities, mainly copper and in the case
of 2014 of grain.

The measures taken by the government to diversify the economy, including
export and created Eurasian Economic Union, hopefully, will give a new export
growth and a positive result of the balance of Payments.
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O®OPMUPOBAHUE U PASBBUTUE BHEILTHEDKOHOMHNYECKHUX
CBSI3EM KABAXCTAHA

K.b. Kunamesa, JI.M. AxMeToBa

Boctouno-Ka3zaxcTaHCKui rocyJapCTBEHHBIM YHUBEPCUTET
uM. C.AMaHxk0J0Ba, T. Ycrh-Kamenoropck, Kazaxcran

['maBHas 3amadya BHEHMIHEAKOHOMMYECKOW JedaTrenbHocTH Kazaxcrana mpu
PKOHOMHMYECKOM CYBEPEHHUTETE — 3TO aKTHUBHOE y4acTHE SKOHOMHUKH PECIyOJIMKH B
MEXTYHAPOIHOM pa3ACiICHUM Tpyda C ILEJIbI0 COBEPIICHCTBOBAHUS CTPYKTYpPHI
HalMOHAaJLHON YKOHOMUKH.

BremneskoHomudeckass gesareabHocTh PK  oxBaTbIBaeT 3KOHOMHUYECKHE,
TOPrOBbIE, BAIOTHBIC, HAYYHO-TEXHUYECKHUE, KYJIbTYPHBIE U APYTHE€ OTHOILICHUS CO
CTpaHaMH MUPOBOT'O COOOIIECTBA.

B YCIIOBHSIX CTaHOBJICHUS PBIHOYHBIX OTHOIIICHUN pedopma
BHEITHEIKOHOMHMYECKHUX CBA3EH MPEANOJIAracT OCYIIECTBICHUE CAEIYIOMMNX MEp:

- [psIMOE€, YCTOMYMBOE W JOJITOCPOYHOE COEAUHEHUE MPOU3BOACTBA W
BHEIIHEKOHOMHYECKHUX chep JICATEIILHOCTH, npeoOpazoBaHue
BHEIITHEOKOHOMUYECKOTO KoMmIuiekca Pecnybnukun Kazaxcran B JUHAMUYHYIO,
cOaJIaHCUPOBAHHYIO U ONITUMAIBHO (DYHKIIMOHUPYIOIIYIO CHCTEMY;

- KOMMEpIIMAIN3alUI0 MPOU3BOJCTBA, CIIOCOOCTBYIONIYIO €r0 HHTETpAIluu B
MUPOXO3SIUCTBEHHBIE CBSI3H;

- (GopMupoBaHUE PKOHOMHKH OTKPBITOTO THIIA MO OTHOIICHUIO K MHPOBOMY
XO35UCTBY;
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