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Kazakhstan, as one of the leading economies in Central Asia, is actively 

developing project financing, especially in sectors such as energy, infrastructure and 

construction. In 2022, the volume of project financing in the country reached above 1.5 

trillion tenge, which is 20% more than in the previous year. However, this development 

involves many risks that can significantly affect the success of projects. In this article, 

we will consider the main types of risks, their impact on the effectiveness of project 

financing, as well as the role of derivative financial instruments in managing these risks 

[1].  

The history of project finance dates back centuries and begins with the early 

forms of international business organization. The first importers financed their trade 

trips to Asia on the basis of the principle of advance payment. Such financing was quite 

risky, since entrepreneurs received their invested funds back only upon the ship's return 

to Europe and only when all the goods purchased in Asian markets were sold. The 

origin of modern project financing is associated with the development of oil fields in 

the United States. In the 1930s, the first transaction took place in the state of Texas, 

financed by collateral in the form of proven oil reserves, which was repaid by income 

from its sales. This marked the beginning of what we know today as project financing.  

Project financing is a financing method in which borrowers receive funds based 

on the expected cash flows from a particular project, rather than based on the overall 

financial condition of the company. This approach allows you to minimize risks and 

attract capital for large projects that require significant investments [1].  

Kazakhstan is characterized by a large number of infrastructure and energy 

projects, which creates demand for project financing.  

Key factors contributing to the development of this type of financing in the 

country include:  

1. The availability of natural resources and the need for their development.  

2. Government support through various programs and initiatives.  

3. Increased interest from foreign investors.  

Kazakhstan sets itself the task of modernizing and strengthening the industrial 

sector of the national economy, which determines the need to attract a sufficient 

amount of investment resources. Project financing in the country is in its infancy, but 

it already demonstrates significant potential. Baiterek Holding makes an important 

contribution to the development of project financing. The Development Bank of 

mailto:akhmetovss@ya.ru
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Kazakhstan, a subsidiary of the holding, actively uses project financing mechanisms, 

including syndicated lending [2]. 

The main areas of work are optimization of business processes and mitigation of 

requirements for obtaining financing. For example, the applicant's stable financial 

condition over the past three years and the absence of a high debt burden are the main 

criteria. In 2018, the DBK supported the first project in the field of renewable energy 

sources worth 9 billion tenge. Since then, the Bank has supported four more projects 

totaling 84.3 billion tenge, which underscores the growing interest in this instrument. 

The very first project in accordance with the legislation on project financing and 

securitization was the Green Energy project [3].  

One of the main directions of development is the optimization of business 

processes and mitigation of requirements for obtaining support. The main criteria for 

the structure of the DBK transaction are the stable financial condition of the applicant 

over the past three years and the absence of a high debt burden Project financing makes 

it possible to actively involve private investors in financing the country's economy. Its 

peculiarity is that the source of debt servicing is the cash flows generated by the project. 

This format creates a great financial leverage, allowing owners of capital-intensive 

projects to launch them with minimal own funds [1]. 

In conditions of limited budgetary resources, project financing is becoming an 

important tool. Baiterek Holding and the Development Bank of Kazakhstan actively 

support projects in the renewable energy sector, including wind and solar power plants, 

which reduces dependence on traditional energy sources and reduces greenhouse gas 

emissions [3]. 

The Kazakhstan market of project and syndicated financing has the prospect of 

rapprochement with its Western counterparts. It is expected to increase the scale of 

projects, the number of funded transactions, as well as the use of new schemes.  

The Development Bank of Kazakhstan plans to expand its coverage and optimize 

processes within the framework of project and syndicated financing. Syndicated 

lending will become especially relevant for large investors planning to implement 

projects in priority sectors of the economy, such as import substitution and 

modernization of enterprises [3]. 

The main risks of project financing  

Financial risks include currency fluctuations, changes in interest rates and the 

availability of credit resources. In 2023, 40% of projects in Kazakhstan faced currency 

risks due to the instability of the tenge. This can lead to significant losses for investors 

and increase the cost of the project.  

Operational risks are associated with possible non-fulfillment of contract terms, 

delays in project implementation and other unforeseen circumstances. According to a 

report, 30% of projects face delays, which increases costs by 15-25%.  

Changes in legislation and tax policy may have a negative impact on project 

financing. More than 50% of investors in Kazakhstan point to difficulties with changes 

in legislation as a key problem.  

Environmental regulations and political instability are also significant risk 

factors. Compliance with environmental standards can increase project costs, and 

political instability can lead to unexpected changes in financing conditions.  
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Trends in the development of the derivatives market in Kazakhstan Increased 

liquidity. In recent years, there has been an increase in liquidity in the derivatives 

market. According to the Kazakhstan Stock Exchange, the volume of trading in 

derivatives increased by 35% in 2022. This indicates an increased interest on the part 

of investors and an increase in available instruments for hedging risks [2]. 

 

Innovations in financial products.  

New products are emerging on the market, such as currency and interest rate 

swaps, which allow companies to reduce financial risks. In 2023, more than 40% of 

companies started using derivatives for hedging, which reduced currency risks by 15%. 

Attracting foreign investments. Foreign direct investment in Kazakhstan in 2022 

amounted to 24.8 billion US dollars, of which 18% was directed to projects using 

derivatives for hedging.  

This highlights the importance of this tool for raising capital.  

The impact of risks on the effectiveness of project financing.  

An increase in the cost of capital. According to Moody's reports, the presence of 

high risks increases the cost of capital by an average of 2-4% for large infrastructure 

projects. This can significantly reduce the overall profitability of projects. Slowing 

down the processes. High risks can also lead to an increase in project implementation 

time by 20-30%, which, in turn, leads to increased costs and reduced efficiency. 

Reducing the attractiveness of projects. According to a survey among investors, 70% 

of them consider high risks to be the main obstacle to participating in new projects. 

This may negatively affect the long-term development of project financing in the 

country.  

Risk management strategies  

1. Hedging. Hedging using derivatives can significantly reduce financial risks. 

Companies using these tools show 10-15% higher returns compared to those who do 

not use hedging.  

2. Diversification. Diversification of investments helps to minimize risks. 

Companies using this approach reduce their potential losses and increase the chances 

of successful project implementation.  

3. Strategic planning. The implementation of risk management strategies 

reduces additional costs by 20% and speeds up the project implementation process by 

15%. Strategic planning helps to identify and minimize potential risks at an early stage.  

Risks play a key role in project financing in Kazakhstan. Effective management 

of them, taking into account current trends in the derivatives market, can significantly 

increase the success of projects and attract additional investments. Companies should 

develop their financial management competencies and actively use available tools to 

minimize risks. This will not only ensure the successful implementation of projects, 

but also create a stable financial environment in Kazakhstan. 
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In recent years, more and more countries have been implementing green 

economies and considering the transition to green development as a strategic 

development model, which is observed, for example, in the OECD countries, Japan, 

South Korea and others. Currently, the green technology market in Kazakhstan is at 

the stage of formation, which necessitates acceleration. The Astana International 

Financial Center (IFAS), in cooperation with the European Bank for Reconstruction 

and Development (EBRD), has developed a concept defining the main approaches to 

the formation of a green financial system in Kazakhstan and attracting appropriate 

investments. In 2013, the Government of the Republic of Kazakhstan adopted the 

Concept of Transition to a Green economy, which outlined the need to transform the 

model of economic development towards sustainability based on the principles of 

green growth. 

By joining the Paris Climate Agreement, Kazakhstan has committed itself to 

achieving goals to reduce greenhouse gas emissions. This has reinforced the need to 

develop infrastructure and the green technology market. To achieve these goals, 

Kazakhstan has developed national programs and strategies aimed at creating favorable 

conditions for sustainable development. 

To ensure the transition to green growth, the Government of Kazakhstan has 

implemented a number of legislative initiatives, including the adoption of the 

Environmental Code, the Law on Support for the Use of Renewable Energy Sources 

and the Concept of Transition to a Green Economy. These measures position 

Kazakhstan as a leader in Central Asia in the field of sustainable development. In 

February 2018, the National Development Plan until 2025 was approved, where the 

green economy is highlighted as one of the key priorities. 

In 2021, the updated Environmental Code was adopted, which sets standards for 

state environmental regulation, promotes green investment and supports the fulfillment 

of the country's international obligations in the environmental field. In addition, a 

regulatory framework has been formed to create a green financial system, which has 

established an Advisory Council on Green Finance, including local and international 

experts [1]. 
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