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Abstract

The article examines the features and current state of monetary policy and transmission mechanism of the
National Bank of Kazakhstan. The transmission mechanism is not a tool to achieve the goals set for the development
of the modern economy. This mechanism is a set of interactions in economic processes through which the results
of decisions or transactions in the framework of monetary policy affect the economy. In this regard, the article
describes the level of inflation and its impact on the level of prices for goods and services. The situation with the use
of the consumer price index to calculate inflation, calculated on the basis of the analysis of prices in the portfolio
of consumer goods and services of the Ministry of National Economy of the Republic of Kazakhstan, is analyzed
in detail. Macroeconomic and microeconomic factors, reflecting the viable direction of the monetary policy of
the Republic of Kazakhstan, affect the level of the consumer price index. To make decisions, the NBRK conducts
research to determine inflation forecasts. Inflationary expectations make it possible to assess the possible impact on
the economy. In this context, the article states that the NBRK's inflation target will be achieved through the following
channels (base rate, exchange rate and money supply). The conclusion is based on the fact that, given the global
pandemic around the world, one can see the NBRK's expansionary monetary policy and decisions to lower the base
rate, increase the money supply and stabilize the currency.

Key words: transmission mechanism, monetary policy, finance, inflation, pandemic, currency, macroeconomics,
microeconomics.

11th of November 2019 President of Republic of Kazakhstan (hereinafter — RK) Tokaev K.
signed a decree on reorganization of National Bank of Republic of Kazakhstan (hereandafter —
NBRK) by separating the divisions responsible for regulation of capital markets and banks. The
new governing body is called the Agency of the RK for Regulation and Development of Financial
Market(hereinafter — ARDFM). Consequently, NBRK left with so called «standard» central bank
responsibilities of management of monetary policy of RK with priorities on controlling base rate,
exchange rate and money supply. Most of financial market participants positively reacted to such
changes and noted that financial market development indeed moved forward [1]. Such view could
arise, due to previous inefficiencies in the work of NBRK. Being that the central bank had wide
range of responsibilities, granting an institute a lot of power, which led to high bureaucracy and
consequently to slow decision making and reaction to market turbulences. Since the «new form» of
National Bank started its operations in 2020, the year with many outside shocks, which required high
involvement from NBRK to control price stability, in this paper the actions of NBRK and effectiveness
its transmission mechanismwaspreviewed and analyzed.

The NBRK is targeting the inflation rate. The inflation rate indicates the price level for goods
and services. NBRK uses Consumer Price Index (CPI) to formulate inflation, which is calculated
through the analysis of prices in the basket of consumer goods and services by the Ministry of National
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Economy of Republic of Kazakhstan. Many macroeconomic and microeconomic factors affect the
level of CPI, which makes this indicator a viable benchmark for the monetary policy of Republic of
Kazakhstan. In decision making purposes NBRK also conducts surveys to find out expectations on the
inflation. The inflationary expectations help to estimate a possible effect on the economy.

Targeted inflation rate of the NBRK is being achieved through three transmission channels: base
rate, exchange rate and money supply. Each of the channels have different amount of impact on the
ending goal. According to the study made in 2018 the most effective transmission mechanism that
highly affects the prices is the exchange rate channel [2].

The main instruments to influence transmission channels used by NBRK are in-line with
international practice, which include open market operations, operations with permanent access and
establishment of minimal reserve requirements for banks.

Table 1 — The main instruments of influence on the transmission channels used by the NBRK

Purpose Type of Instrument Collateral Frequency Provision /
Instrument withdrawal
duration
liquidity permanent KASE currency USD upon request from 1 day
provision access swap commercial banks
operations KASE Reverse government upon request from 1 day
Repo bonds commercial banks
open market NBK auction for Lombard List as needed 7 days
operations the purchase of
securities with the
reverse sale
liquidity NBK Notes Auction - in accordance with the | 28, 91, 182,
withdrawal schedule of issuance 364 days
of notes
NBK Deposit - daily 7 days
Auction
permanent KASE currency USD upon request from 1 day
access swap commercial banks
operations KASE Direct Repo government upon request from 1 day
bonds commercial banks
NBK Deposits no collateral upon request from 1 day
commercial banks

Even though, the studies show that exchange rate is having highest impact on overall prices, the
base rate is the key component of monetary policy management. National Bank ensures the mid-term
price stability by influencing the short-term interbank money market rate through determination of
the level of the base rate and the corridor. Theoretically the transmission mechanism of base rate is as
shown in a Figure 1 (p. 181).

The exact influence of base rate decisions to the economy is hard to connect. However, theoretically
the Figure 1 illustrates the decision making flow, that ends up with price development.

The outside shocks are the shocks outside the control of NBRK, but can impact the economy thus
the financial market and price-setting. This can include changes in fiscal policy, changes in global
economy, changes in commodity prices and trade.

The base rate directly influences money market rates and market expectations on future rates
and inflation. Consequently, base rate indirectly affects the money lending, deposits and asset prices.
In the third line, base rate affects the supply and demand in goods and labor markets, which helps to
determine wages and prices. Money market rates also affect exchange rate, which directly interferes
with imported goods prices [2].
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Figure 1 — Transmission Mechanism Scheme
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Economic overview and recent changes

In 11th of March 2020, World Health Organization declared that novel coronavirus epidemic in
China is considered pandemic as the number of infected people have been growing all around the
world dramatically. This has led to massive measures taken by governments against the spread of virus
in their local territory. Countries were closing their borders, cities were locking down. In consequence,
most of the small and medium enterprises lost their streams of clients. Vast amount of air and ground
transportation networks were cut influencing travel industry and affecting global supply chains.

J.P.Morgan Global Composite PMI Index
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Figure 2 — J.P.Morgan Global Composite PMI

The commodity prices have been falling down since the beginning of the year as demand for
goods shrink in the matter of weeks. The demand shortage mostly influenced oil, aluminum, steel,
bitumen and nickel prices, as well as agriculture products such as milk. The demand could be traced
through PMI index, that show the purchasing activity of manufacturing and service companies, where
the index more than 50 indicates that activity is increasing and less than 50 the activity is falling [4].
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Figure 3 — Brent Crude Oil Price

NBRK response to pandemic. Base rate channel.Macroeconomic indicators of the country in
2020 were influenced by outside shocks. In addition to that, commodity prices were pressuring the
exchange rate of national currency. In order to stabilize the economy, uphold asset prices and protect
the exchange rate on 10th of March 2020 NBRK made an unscheduled decision to increase the base
rate from 9,25% to 12.0%. NBRK also increased the range of corridor from +/— 1% to +/— 1,5%,
respectively. This decision helped to hold down the demand for national currency, therefore reducing
the pressure to exchange rate and decreasing the inflationary expectations of citizens and market
participants. Later 6th of April 2020 NBRK decided to ease the policy by decreasing the base rate
to previous 9,25%, but also widening the corridor to +/— 2,0% to leave more space for potential
movements. This was meant to increase economic activity since the pandemic led to drastic slowdown
in real economy operations. The base rate remained unchanged until 20th of July 2020, after the
results of economic activity for 6 months 2020 were announced and GDP decline rate was less than
forecasted targets. As the economic slowdown was continuing and inflationary expectations decreased
the base was decided to be dropped to 9,0% with narrower corridor of +/— 1,5%.

Money supply channel. Anti-crisis measures managed by government, as consequence of retail
loan subsidies and social payments to support citizens have led to increase in money base and money
supply of the country. It can be seen that both the volume of deposits in the banks and cash on hand
increased starting from the beginning of 2020.
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Figure 4 — USD/KZT Exchange Rate

Exchange rate channel. The exchange rate of national currency, as discussed before, was pressured
by outside shock and particularly the change in commodity prices and exchange rates of countries —
trading partners of Kazakhstan. Even though, the oil prices were steadily growing from June to August
of 2020, the exchange rate of KZT was devolving.

This was explained by exchange rate of national currencies of neighboring countries. Moreover,
USD itself was weakening due to increased demand for gold, which historically is an attractive
investment during recession periods [5].
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Figure 6 — Consumer Price Index Kazakhstan MoM

In conclusion, taking into account the global pandemic followed byeconomic slowdown due to
interaction restrictions worldwide, it can be seen that generally NBRK is following an expansionary
monetary policy. This can be seen through lowering decisions of base rate, increase of money supply
and stabilization of currency. The "march" decision to increase the base rate up to 12% was an
extraordinary decision. However, considering the specific characteristics of Kazakhstan economy and
KZT price formation this was a reasonable reaction to such sudden and severe outside shocks. It can
be seen, that overall consumer price stabilization (watch Consumer Price Index MoM) was achieved
by NBRK as of September 2020.
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2020 JKbLIBI KASAKCTAH PECITYBJIMKACHI YJITTBIK BAHKIHIH
AKIIA-KPEJAT CASICATBIHBIH KOHE CBIPTKBI KYM3EJIICTEPTE
JIEH KOIOJIBIH TPAHCMUCCHSUIBIK TETITI

Anjarna

Maxkamanga akmia-Hecue casicatbl jkoHe KaszakcTaHHBIH YATTHIK BaHKIHIH TpaHCMUCCHSIIBIK MEXaHM3MIiHIH
epeKIIeNiKTepi MeH Ka3ipri *Karaaibl KapacThIpbUIaAbl. TPaHCMUCCHSUTBIK MEXaHH3M Ka3ipri SKOHOMUKAHBI JAMBITY
MaKcaThlHa KOWBLIATHIH MIHAETTEPre >KeTYAiH Kypasbl OOJIbIN CaHaIMalbl. Byl MexaHu3M SKOHOMMKAJBIK
npouecTeperi e3apa OaiylaHbICTap KUBIHTHIFBI, COHBIH apKachlHJa aKila-HecHe casicaThl MeHOepiHyeri Hemim-
JIep/liH HeMece OllepalysuIapblH HOTHKEJIEpl SKOHOMUKara acep ereti. OcbiraH 0aiIaHbICThI, MaKajiaa HHISINs
JICHT el ’KaHe OHBIH Tayapiap MeH KbI3MeTTepre Oara JeHreiine acepi Oasunanansl. KP ¥OM TyThiHY Tayapiapsl
MeH KBI3METTEpi KOPKBIHBIHAAFBI Oaramapasl Tangay HETi3iHAe eCenTeNeTiH WHIIAMNUIHBI €CeNTey YIIiH TYTHIHY
Garanapsl MHIEKCIH MaiiianaHy »Karaaibl HaKThI TannaHaasl. Kasakcran PecmyOnuKkachIHBIH aKIIa-KpeauT casicaThl
YUIiH eMipiueH Oarmapabl KOPCETETIH MaKpOIKOHOMHKAJBIK JKOHE MHKPOIKOHOMHUKAIBIK (akTopiap TYThIHY
OaranapbIHBIH WHJIEKCIHIH JeHreiine acep erexi. lllemimaep xabwvuinay maxcarbinga KPYD undmsuus GolibiHina
Ooipkamaappl aHBIKTAy YIIIH 3epTTeyiep Kyprizeai. MHQIAUMSIBIK KYTyJIep SKOHOMUKara BIKTUMaJ acepii Oa-
rayayra MyMKiHmIK Oepemi. Ocwl Typrbiia, Makanaga KPYD WHQISAUUACHHBIH HBICAaHANBl [CHTCHiHEe MBIHAIAM
apHaiap (6a3ansIK Oaram, aifpIpbac OaraMBbl )KOHE aKIla Maccachl) apKBUTBI KO KETKI3UIETIH/IIT] Typaisl il THITA 6.
KopreiTbiHabra Oykin onemzeri skahaHAbIK MaHIEMUSHBI eckepe OThIpbIN, KPYD 3KCIaHCHOHMCTIK aKma-KpeauT
casicaThbIH KOHE 0a3aliblK MeJIIepeMeHi TOMEHJETY, aKila MacCachlH YJIFANTy KOHE BaJIOTaHbl TYPAaKTaHIBIPY
TYpaJbl MEeIMIEp/li Kopyre OONaThIHABIFbIHA HET13/1€IreH.

TlpeK CO3JICP: TPAHCMUCCHU MeX&HI/IBMi, aKlIa-HeCHUe CasaCarhbl, KapiKbl, I/IH(I)J'ISH.[I/IH, HaHACMUs, BaJIIOTa, MaKpo-
OKOHOMMKA, MUKPOOKOHOMHKA.
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TPAHCMUACCHUOHHBIIT MEXAHM3M JIEHEXHO-KPEIUTHOM MOJIMTUKA
PEATUPOBAHUA HAIIMOHAJIBHOI'O BAHKA
PECIIYBJIMKN KA3AXCTAH HA BHEIIHUE HIOKH B 2020 I'OAY

AHHOTaNUA
B crarbe paccMaTpuBaroTCst 0COOCHHOCTH M COBPEMEHHOE COCTOSTHUE JICHEKHO-KPEAUTHON TTOIUTHKH U TPAHC-
MHCCHOHHOTO Mexann3ma HarronanpHoro 6anka Ka3axcrana. MexaHu3M TPaHCMHUCCHH HE SIBISIETCSI HHCTPYMEHTOM
JUIsL TOCTIDKESHUSI LeJIei, MOCTABICHHBIX Mepe/] Pa3BUTHEM COBPEMEHHOM SKOHOMHUKH. DTOT MEXaHU3M IPE/ICTABIISIET
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€000t COBOKYITHOCTh B3aUMOJICHCTBHI B 9KOHOMHUYECKHX ITPOIIECCax, MOCPEICTBOM KOTOPBIX PE3yJIbTaThl PEIICHNI
WK ONepalyii B paMKaX JEHEXKHO-KPEAUTHOW MOIUTHUKH BIHSIOT HAa SKOHOMHUKY. B CBA3M ¢ 3TUM B CTaThe OINU-
CBIBACTCSl yPOBEHb MH(WIANN M €€ BIMSIHUE HAa YPOBECHB LICH HA TOBaphbl U yciyru. [lonpoOHo npoanannsnpoBana
CHUTYyaIHs C UCTIOIb30BaHNEM MHJIEKCA TOTPEOUTENBCKUX IIEH [UIsl pacdeTa HHGIISINHI, PACCYMTHIBAEMOTO Ha OCHOBE
aHaJIn3a IeH B mopTdese morpeduTeabckux ToBapos u yeayr MHD PK. MakposkoHOMUYECKHE U MUKPOIKOHOMHYE-
cKue (aKkTOpbl, OTPAKAIOIINE KHU3HECIOCOOHOE HAIpaBJICHNE ACHEKHO-KpeIUTHOW noiuThku Pecnyonukn Kazax-
CTaH, BIMSIOT Ha YPOBEHb MH/IEKca OTpeOuTenbekux ueH. Jns npunstus pemennii HBPK npoBoauT nccnenoBanus
JUIsl OTIpeZieIeHusI TIPOrHO30B MH(IsAMH. HQIAINOHHbIE OKUIAaHNS TTO3BOJISIIOT OIIEHUTH BO3MOXKHOE BIIMSIHUE Ha
HKOHOMHKY. B 3TOM KOHTEKCTE B cTaTbe TOBOPHTCS, 4TO IeaeBoi mokazarens uHGusinun HBPK Oyxer mocturayr
0 CIEAYIOUTNM KaHanaM (0a30BbIi Kypc, 0OMEHHBIN Kypc M IeHEe)KHast Macca). BeIBol 0CHOBaH Ha TOM (hakTe, 4To,
YUHUTBIBasl [MIOOANBHYIO TAHIEMUIO BO BCEM MHPE, MOXHO YBUAETh 3KCIAHCHOHUCTCKYIO AEHEKHO-KPEIUTHYIO I10-
nutuky HBPK u pemenns nmo cHmkeHnio 6a30BO CTaBKH, YBEITHUSHUIO ICHE)KHON MAcChl M CTA0MIM3AI[MH BAJIOTHI.

KiroueBrie ciopa: TpaHCMI/ICCI/IOHHHﬁ MCEXaHHN3M, JCHCIKHO-KPEAUTHAA MMOJIUTHKA, (bl/IHaHCBI, I/IH(I)J'ISIIII/IH, I1aH-
JACSMUs, BAJIIOTAa, MAaKPO3IKOHOMUKA, MUKPOIKOHOMHUKA.
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