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The National Bank of the Republic of Kazakhstan (NBRK) presents the balance of payments
current account forecast for 2019-2020. The forecast was developed in the framework of
«February-March, 2019» forecast round.

Initial assumptions

The base scenario for the current forecast is the price of Brent crude oil at $60 per barrel
starting from February 2019 (the average price in 2019 is 560; in 2020 — 560).

In comparison with the previous forecast round, some initial assumptions of the forecast
are revised.

Oil and gas condensate production volumes are revised downwards: to 89.5 million tons in
2019 (previous forecast — 90 million tons) and 90 million tons in 2020. The downgrade in
projections is due to temporary suspension of operation at 3 large oil production fields (Tengiz,
Kashagan, Karachaganak) due to repairs.

The real GDP growth rate projections remain almost unchanged compared to the previous
forecast round. Some slowdown in real GDP growth is expected compared to 2018 driven by
reduction in the production of oil and gas condensate in the forecast horizon.

Expectations on external demand are revised downwards: a slightly greater slowdown in
the growth rates of the economies of the Eurozone and China is expected compared to the
previous forecast round.

Forecast

The current account in Kazakhstan is determined by the dynamics of the trade balance and
income balance. The dynamics of the balance of services is stable and its impact on the current
account indicators is limited (Graph).

In 2019 the current account is expected to deteriorate to (-)3.0% of GDP compared to 2018
(previous forecast — (-)3.9% of GDP). The improvement in the forecast for 2019 is mainly due to
the reduction in the income balance deficit.

In 2020 the current account deficit will increase to (-)4.2% of GDP. The growth of the deficit
in the forecast horizon is due to decline in oil prices, the expected reduction in oil and gas
condensate production and moderate increase in import of goods.
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Export of goods. In 2019, export is expected to decline by 15.8% (y/y) (previous forecast —
(-)8.8% (y/y)) to $52.2 billion. The change in forecast is due to oil prices and downward revision of
expectations on oil production. The lowering of the forecast is also associated with slightly larger
slowdown in the growth rates of the economies of the Eurozone and China compared to the
previous forecast round. In 2020, export of goods is expected to decrease by 2.3% (y/y) and
amount to $51.0 billion.

Import of goods. Import of goods in 2019 is expected to remain almost the same (+1%
(v/v)) compared to 2018 and amount to $34.8 billion (previous forecast — 536 billion). In 2020
import is expected to reach $37.4 billion (+7.6% (y/y)). Lower import compared to the previous
forecast is due to the assumption that the imposed ban of the Ministry of Energy of the Republic
of Kazakhstan on the import of gasoline from Russia by rail will continue until the end of 2020

Consumer imports will be supported by the growth of individuals’ disposable income due
to the growth of the minimum wage and social benefits, income tax rate reduction for certain
categories of employees, as well as the volume of new consumer loans.

Intermediate and investment imports will grow due to the implementation of government
programs2 and investment projects3, mainly in the oil and gas sector.

Income balance. In the forecast period, the income balance deficit is expected to reduce to
(-)$18.5 billion in 2019 and (-)$17.7 billion in 2020. The current forecast trajectory of the income
balance is slightly better than the forecasts of the previous review. This is due to the slowdown in
the growth of income of foreign investors in the commodity sector of the economy of Kazakhstan
in the 2" half of 2018 and reduction in expected oil production in the forecast horizon.

The main risks of the forecast are the discrepancy between the actual and scenario oil
prices and the volumes of its production, the acceleration of the pace of investment projects, as
well as the behavior of foreign direct investors in terms of income accrual. The lack of complete
information on the expected investment and economic effects® can also lead to change in the
trajectory of the current account forecast.

Detailed information is available over the phones:
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! The ban of the Ministry of Energy of the Republic of Kazakhstan on the import of gasoline from the Russian
Federation by rail was introduced for 3 months. It is assumed that the ban will be extended until the end of 2020.

% «7-20-25», «Nurly Zher», the program of car loans planned by the NBK, etc.

* FGP-WPMP TCO; «Saryarka» gas pipeline; major repairs on Tengiz, Kashagan, Karachaganak; creation of special posts
for quantitative and qualitative control of petroleum products at oil refineries; investments in Karachaganak (KGDBN,
KEP); Integrated gas chemical complex in Atyrau jointly with Austrian company «Borealis»; Big Almaty ring road; LRT in
Astana; fleet renewal on "Air Astana" and "Fly Arystan", etc.

* For example, the growth of "gray" imports due to simplified rules of vehicles importation from the EAEU countries
(the expected result is the growth of consumer imports); construction of the «Hyundai» automobile plant (the
expected result is the growth of intermediate imports in the form of large-unit assemblies for assembling cars), etc.
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