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Climatic phenomenon
Oil, gas, coal – a country equipped with
such an abundance of natural resources
packed in its soil is set forever, one might
think. And yet, Kazakhstan is determined
to explore renewable fuels with the intention to cover half of its energy demand with
alternative sources of energy by 2050. The
steppe will offer enough space for wind
and solar parks, diminishing the risk of
protest from neighbours seeking to protect
their own backyards.
Kazakhstan also has the luxury of operating
two full-fledged capital markets, each of
which has their own stock exchange, CSD,
staff, laws and rules. GIS Press approached the CEOs of each stock exchange to
find out more about their mission. We are
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pleased to present you the views of both,
Mr. Timothy Bennett, representing the newly founded Astana International Exchange
(AIX) in Nur-Sultan, and Alina Aldambergen,
speaking on behalf of the established Kazakhstan Stock Exchange (KASE) in Almaty.
Since RBI is covering the GIS business out
of Moscow, thus ensuring the highest level
of expertise on this complex market, our
colleagues on the Garden Ring prepared
this new issue of GIS Press, providing a lot
of new insight.
Kind regards,
Bettina Janoschek
Head of Global Investor Services Sales,
RM & Market Intelligence

1

AT A GLANCE

KAZAKHSTAN
Frozen wave
Last year Kazakhstan experienced a very
mild transition of power. The economy,
however, was unaffected by the changes at
the very top.
After his 30-years’ presidentship Nursultan
Nazarbaev declared resignation in March
2019 and appointed Senate Head Kassym-Jomart Tokayev as acting President,
who in June won the presidential election
with nearly 71% of the vote. Nursultan
Nazarbaev remains in power as a Chairman of the Security Council and ruling political party Nur Otan. The change of the
capital's name from Astana to Nursultan
(Nur-Sultan means “bright ruler” in Kazakh) showed the honor paid to the first President of independent Kazakhstan.
Upon the President’s election the Government announced that the macro-economy
and the monetary policy should remain

unchanged with stability in mind. As a result, the economy was not affected by the
power transition and GDP growth in 2019
was 4%, similar to 2018. The World Bank
expects 3.7% growth in 2020 and 3.9%
in 2021.
Inflation, however, remained quite high
(5.5% in October 2019) triggered by increased domestic demand, higher food prices and a weakened exchange rate. The

central bank’s target for 2020 is to keep
the inflation level close to the lower range
of 4-6%.
In a recent meeting with the Government
President Tokayev depicted once again the
main engines of the country’s development,
namely investment attraction, de-monopolization, extension of the privatization list
and the development of non-raw material
industries. The focus of the new economic
policy should be entrepreneurship and
competition support, according to the President.
Banking system still in crisis mode
After several years of massive state support, the banking sector is still considered
as “diseased” and lacking structural reforms. In 2019 the role of the banks for
non-retail clients decreased dramatically
(with the biggest drop of 48% observed
in agriculture), while retail loans rose by
24%.
The alarming levels of non-performing loans in the retail segment have forced the
Government to limit banks in their lending
activities and to control the situation more
attentively. As a part of a populist packa-
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ge of laws the President issued a decree in
June with an unprecedented set of social
support measures such as full redemption
of loans for some categories of citizens and
full redemption of penalty fines accrued
from unsecured loans for all citizens. All
these social measures were to be covered
by the banks.
An asset-quality review (AQR) of the 14
largest Kazakhstani banks in mid-2019, initiated by the National Bank, revealed that
the banks require USD 1 bn in additional
capital. During the last ten years the volume of government support measures for
banking sector amounted to USD 20 bn.
It is worth mentioning that the banking sector, in fact, competes with the Government,
which offers a lot of preferential financing
instrument for companies, thus creating an
unbalanced loan market.

Waiting for privatization
Despite the fact that the privatization issue
is actively discussed, despite the President’s
dissatisfaction with the delays in the privatization process and his calls to move forward, no real big public deals were announced in 2019.
Some IPOs are expected in 2020, as stated in documents of the Ministry of Finance:
“The 22 largest top objects of Samruk
Kazyna should be released in 2020 including the object to be placed through IPO”.
Securities market with two hubs
Last November the new stock exchange
Astana International Exchange (AIX) successfully executed the privatization IPO of
Kazatomprom. As of February 2020, the
AIX listing includes 36 securities (including
cross listing of blue chips) with monthly trading volumes of USD 3.5 mn.

The Kazakhstan Stock Exchange (KASE),
which executed its last IPO in 2017,
shows monthly trading volumes on its securities market amounting to 1 bn USD.
As in the many years before, securities
represent only a small part of the overall
turnover on the trading floor, while FX and
money market account for the lion’s share.
Two exchanges function independently,
however, market participants actively discuss ways for them to cooperate instead
of cannibalizing each other when the
market is not liquid enough to attract
substantial foreign investment. These discussions among professionals and with
participation of the Government include
highly relevant issues such as pension
fund reform, attraction of local investors,
inaccessibility of the securities market for
most of the issuers as well as digital solutions for the market.
Evgenia Klimova
Head of GIS Russia
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First of its kind in Central Asia
Timothy Bennett, CEO of the Astana International Exchange, expects new IPOs in 2020. He explained to GIS Press how his
the trading place has prepared the ground for large-scale privatizations.

Mr. Bennett, you joined the newly founded
AIX nearly two years ago. How has the
organization evolved since then?
We’ve built a fully operational exchange
to the highest international standards in 18
months. We use a Nasdaq trading platform that is used on 60 exchanges around
the world, we count more than 20 local
and international brokers and have a T+2
post-trade infrastructure connected to local
and international custodians.
We operate within a separate legal jurisdiction within Kazakhstan based on UK
law and have an established a regulatory
framework very similar to what you would
see in other global financial centres.
None of this existed in Kazakhstan before
and it has been achieved in a record time.
When talking to potential issuers, what
are your major selling points in favor of
AIX?
The regulatory environment is familiar to
global investors and more importantly it
is welcomed by domestic companies that
need to raise capital. The past 18 months
have demonstrated we can mobilize domestic and offshore capital local issuers – both
primary and secondary issuance. And we
are the only exchange in Europe or in Asia
that allows multi-currency settlement, a major positive in a country whose investor
base is largely USD focused.
AIX is working to develop liquidity – an
obvious must for investors – through a global standard model for custody storage of
securities; securities borrowing and short
selling program for market makers; more
efficient conversion of GDRs and shares
and supporting both maker makers and
research providers.
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last year.
All these initiatives, most of which are the
first of their kind in the Central Asian region, represent our competitive advantage
and will contribute to a more active growth
of the capital market for domestic and foreign investors in Kazakhstan and the Central Asian region.
Can you give us a brief outline of the
market?
AIX currently has 23 brokers from both
Kazakhstan and around the world support
both local and frontier market investors.
Raised equity capital on AIX within the last
year was USD 217 mn, which is several
times more than in the last three years in
Kazakhstan. Between USD 66 mn and
USD 72 mn were raised per transaction
from domestic and foreign investors. Over
the past 12 months, the foreign investors
market share increased from 0% to 45%.
AIX currently has 8 actively traded equities, 9 traded public debt issues, 25 private
debt issues listed and 7 exchange traded
notes or funds, 5 of which AIX itself listed

How have AIX in Nur-Sultan and KASE
in Almaty distributed the market between
themselves?
AIX was created with the aim of attracting
investment in a region where the capital
market has historically been poorly developed and needed rebuilding. Traded securities were few, liquidity low, foreign investment absent – caused by a combination of
domestic legislation and regulation, and
an economy dominated by government
ownership.
Meanwhile, as global capital markets
grow, international investors are looking
for new opportunities and jurisdictions
with a regulated environment that they
understand. AIX operates in such an environment – with English common law well
familiar to foreign investors, which protects
the interests of both investors and issuers.
The government, therefore, as part of a package of economic reform – the 100 steps
program – is privatizing a number of state-
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owned companies on AIX.
The London Stock Exchange has remained
the major trading place for issuers from
Kazakhstan. Do you think AIX will attract
exclusive listings in the near future?
There is over a thousand different companies at the London Stock Exchange, and it
is quite difficult to make a Kazakh company stand out among all other offerings and
to attract investors. We have seen sharp
declines in liquidity for smaller onshore
companies traded on LSE over the past few
years driven by regulatory changes in Europe, MIFD-II in particular. Therefore, we
would expect over time to become the primary exchange for smaller private sector
Kazakh issuers and start to attract liquidity
back from larger issuers listed on LSE.
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To which extent has the AIFC succeeded in
luring international players to develop the
marketplace?
Our trading members, such as WOOD &
Co and Renaissance Capital, bring their
expertise and strong investor relationships
for the benefit of Kazakhstan’s capital market. They have helped us to expand our
investor base significantly. Last year we
held our first investor day ‘Kazakhstan in
Focus’ in London with Renaissance Capital.
The conference has showed a high level
of interest in investing in Kazakhstan. We
believe that this forum continued the momentum that we have built over the past
two years to rebuild the capital market in
Kazakhstan.

We are also working with a number of large Chinese banks and brokers to develop
interest from mainland Chinese investors.
Will we see new IPOs or other transactions in 2020?
According to the privatization program,
Kazakhstan is looking to reduce the
level of the state involvement in the economy from around 40% to 15% of GDP
by 2021. "Samruk-Kazyna", Kazakhstan’s
sovereign wealth fund, announced that the
IPOs of its largest assets – KazMunayGas,
Kazakhtelecom, and Air Astana will be
held in 2020, if the market conditions are
favorable.
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A reliable infrastructure
Anna Kolesnichenko, CEO of the newly founded AIX CSD, one of two CSDs that are operating independently from each
other, speaks to GIS Press about ways to gain international investor confidence.

Ms. Kolesnichenko, the AIX CSD was built
from scratch two years ago. How has it
evolved since its beginnings?
The market was launched in November
2018 and since then, the AIX CSD has
been working on implementing a model
that meets the needs of its participants
through simple, innovative, secure and efficient practices.
What are your guiding principles?
AIX CSD is strongly committed to following
the international standards on post trade
and to aligning its work with the best
practices in this area.
Last year AIX CSD has become an Associate member of the European Central Securities Depositories Association (ECSDA). The
membership is a clear statement we make
to demonstrate this commitment. We reco-
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gnize that only by following international
standards we can provide investors with
confidence in AIX’s clearing and settlement
services. That being said, we keep building a reliable infrastructure.
Recently Thomas Murray, the global posttrade risk and custody specialist, has reviewed your organization. What was the
result?
Thomas Murray has assigned AIX CSD an
overall risk assessment of ‘A’, which denotes a ‘Low Risk’. It reflects the weighted
average of the eight individual risk components and indicates a low risk exposure
profile.
This grade places AIX CSD above the average for Eurasian CSDs (A-) and a notch
below the average for Asia Pacific CSDs
(A+) covered by Thomas Murray.
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Banks are driving innovation
Alina Aldambergen, CEO of Kazakhstan Stock Exchange (KASE), sets out for GIS Press the numerous modernization steps the
Almaty-based stock exchange underwent recently.

are available for trading with deferred settlements in the partial collateral mode. In
support of transactions with deferred settlements in a partial collateral mode, 20 instruments (highly liquid stocks and bonds)
can be used.
In addition to that, the trading rules have
changed. Since May, a single end-to-end
session has been introduced at the Exchange, while the duration of the trading
session has been prolonged to 17:00. Previously, currency trading ended at 15:30.
A weighted average exchange rate is formed according to the results of the trading
day.

The Kazakhstan Stock Exchange (KASE) is a
leading stock exchange in the Central Asian region. KASE occupies the second place
among the Commonwealth of Independent
States (CIS) exchanges in terms of securities
trading volume, and the sixth rank in terms of
the equity market capitalization among the
Federation of Euro-Asian Stock Exchanges
(FEAS) exchanges.
The past year was eventful for KASE – over
this period, changes of technical nature occurred, new instruments were launched, new
bidders appeared, and serious legislative
work was carried out to launch a Central
Counterparty (CCP) in all markets.
Until recently, KASE performed the functions
of the Central Counterparty in two exchange
markets - in the derivatives market since 2012
and in the foreign exchange market since
October 2018. However, in implementing
KASE's development strategy 2019–2021,
in 2019 we realized a number of projects.

GIS Press | February 2020

New trading system from MOEX
Starting December, the trading and clearing system ASTS+, developed based on the
trading and clearing system of the Moscow
Exchange (MOEX), was introduced on the
KASE stock market. In parallel, KASE took
over functions of a Central Counterparty
(CCP) on financial instruments, trading in
which was opened in the new trading system. Both measures form part of a strategic
partnership between KASE and MOEX.
The CCP will provide a full range of services on the exchange market, starting from
the platform for trading and admission to
trading via settlements and the use of risk
mitigation tools to the organization of a reserve fund for settlement of defaults.

Increasing stability
The further development of the Central
Counterparty for the coming years will be
connected with the strategically significant
implementation of the MOEX trading and
clearing logic in all exchange markets. It
will increase the stability and reliability of
trading and post-trading operations, as well
as enable the introduction of a single pool
of collateral and common risk management
mechanisms for all exchange markets that
meet international requirements applicable
to clearing activities and the activities of a
Central Counterparty.

The new ASTS+ system is designed to work
with participants with different levels of
risk. It supports a multiplicity of trading modes and methods, and it facilitates the use
of the services of a central counterparty. At
the first stage, 25 stock market instruments
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The land of the wanderers
Have you ever wondered why the terms
Kazakh and Cossack sound so similar?
Rightly so, because they are! Both are
believed to derive from the same ancient
Turkic word qaz, meaning wanderer, brigand or independent man.
The Russian Empire, back in the days, even
went so far as to categorize all Central Asian nomads of the steppe as Kyrgyz, just
to avoid confusion with the Slavic-speaking
Cossacks.
Turkic roots
The ancestors of today’s Kazakhstanis
mainly are ancient Turkic peoples, among
them being Turkified Mongols. They used
to live as nomads and although tribalism
has become less meaningful over the decades, ethnic Kazakhs usually still know
which tribe’s offspring they are.
It was around 1400 that the Qazaq Orda
(Kazakh Horde) was mentioned for the first
time. The Kazhastanis trace back to the
mid-15th century and were actually a spinoff of the freshly founded Uzbek empire.
Chiefs Yanibek and Kerei, who wanted to
remain independent nomads of the steppe,
detached from the Uzbeks and founded
their own khanate.
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The largest of the Stans
Since many Central Asian countries carry
a name that ends on the suffix “-stan”, a
special unofficial category for investors,
travellers and other globalists emerged: the
Stans. Stan is of Persian origin and means
“land of” or “place”.
Thus, Kazakhstan stands for land of the
Kazakhs, just as Tajikistan is the land of the
Tajiks, Afghanistan the land of the Afghans
etc.
Kazakhstan’s capital city, throughout its history, has been known under many names
(always dependent on who was in power).
Until recently, it was called Astana, a term
formed around the “stan” syllable. However, in a surprise act the city was renamed
into Nur-Sultan one year ago, in devotion to
former President Nur-Sultan Nazarbayev,
by his successor Kassym-Jomart Tokayev. A
PR nightmare for all those companies, institutions and sports teams bearing Astana in
their name, after they have diligently built
up their brand recognition.

After its independence, Kazakhstan’s multiethnicity was acknowledged, minorities
were accepted as such and the country
appreciated its diversity. According to official sources, there are around 130 nationalities. Two thirds thereof are Kazakhs,
21% are Russians and the remaining 13%
constitutes Ukrainians, Uzbeks, Germans,
Poles, Tartars and others.
GIS Press is always happy to have a piece of advice in terms of etiquette at hand:
Given the variety of Kazakhstan’s citizens,
the more appropriate appellation of its population is Kazakhstani. The same goes for
the adjective: The tenge (KZT), for instance,
is Kazakhstani, not Kazakh.
Lyudmila Anufrieva
Network Manager GIS Russia

A huge, multi-ethnic state
Kazakhstan is among the world’s ten largest countries, whereas its population
encompasses a mere 18 mn inhabitants.
During the times of the Soviet Union, hundreds of thousands of people from other
geographies were resettled to the vast, empty Republic in the south.
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The value of clear goals
Lyudmila Anufrieva, Network Manager at GIS Russia, provides an insight into her profession.

Where did you start your professional
career?
I started at Raiffeisenbank Moscow in
2013, after graduation from university. As
part of the internship I joined the Settlement team, where I obtained a first practical overview of the securities market’s processes. Later I was given the task of
developing the corporate actions sphere,
after which I moved on to become a Relationship Manager.
My horizontal career path provided me
with a broad view on the market and helped me develop a strategic approach on
our everyday challenges. Currently I am
focused on the Network development of
our custody product.
What do you like about your job with Raiffeisenbank?
A friendly atmosphere, the importance of
corporate values, clear company goals
and individual development opportunities
are the factors that I appreciate the most.
The management of Raiffeisenbank has a
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defined strategic plan that is translated to
its employees so that everyone can understand how to level-up the working process.
It is apparent how to achieve the Bank’s
goals and how to evaluate the effect of
your own contribution. I enjoy the wide
range of activities, combined with the valuable support from both management
and colleagues, that provide for a favorable work environment and attractive opportunities.
Which challenges ahead do you see for
Global Investor Services?
In my opinion, the main challenge for our
team is the capability to quickly adjust to a
fast-moving world in terms of legislative requirements, new services and client expectations. It is crucial to respond to market changes promptly in order to stay competitive.
Moreover, I think it is important to focus on
quality standards. This applies to the services provided under the conditions of a sub-

stantial growing client base as well as to the
tailored satisfaction of clients’ demands.
How do you spend your spare time?
I am really fond of travelling and exploring
new places, especially in Europe and the
US. And whenever possible, I arrange
short trips to the suburbs of Moscow just to
enjoy the nature and the spectacular cultural sites.
I find inspiration in the art of Impressionism, in modern theatre and ballet and I
take advantage of every opportunity to admire them around the world. Of course, my
family and friends are the best company
for my adventures.
What is your favorite place in your city?
My favorite spots are actually the large
park areas of Moscow, where you can escape from the noisy metropolis and treasure the simple pleasures of life.
Would you mind telling us a little about
your home city, Voronezh?
I was born and raised in Voronezh, the thirteenth most populous city in the country,
located 500 km south of Moscow. It is famous of being the birthplace of the Russian
fleet. Peter I the Great built the first naval
flotilla there, intended to be used in his
campaigns against the Turkish fortress of
Azov. Modern Voronezh is a dynamic city
with a strong industrial and agricultural activity due to its productive soil. It is not only
an important center of education, culture
and health care but also a great destination for those who look for authentic nature
attractions. I am proud of my home city
and hope that one day it will become a
major tourist destination like Moscow and
Saint-Petersburg!
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A destination panel at the top of Almaty’s Shymbulak ski resort at about 3,100 m above sea level is
offering its visitors some geographic orientation. The resort is located in the Tien Shan mountains that
Kazakhstan shares with China and Kyrgyzstan.
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