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FOREIGN EXCHANGE RATE REGIMES IN KAZAKHSTAN

Abstract. The work investigates the main affecting factors to domestic
currency volatility and also provides an extensive analysis about the
relationship of oil prices and nominal exchange rate of tenge against US
dollars. The paper discusses the relationship between oil prices and exchange
rate of KZT vs. USD and measures the marginal effect of oil prices on
domestic currency through the Vector Error Correction Model (VECM).

It examines about the affecting factors to domestic currency, exactly
nominal exchange rate of KZT vs. USD according to the Inflation Report of
NBK. The analysis, made by the Vector Error Correction Model (VECM) for
time series data. Popular model because it allows for the existence of an
underlying or fundamental link between variables (the long run relationship) as
well as for short run adjustments (i.e. changes) between variables, including
adjustments to achieve the cointegrating relationship.

Key words: oil industry ,local content, exchange rate, Kazakhstan.

kskok

Anaarna. Makanaga myHait OarackiHbIH JkoHe AKII monmapsina
KAaTBICTBl TEHTCHIH HOMMHAJJIBIK aifpipbac OaraMbIHBIH ©3apa KapbIM-
KaThIHAChl ayKbIMIBI Tayjay >Kyprizineni. BekTop kartemepai Ty3eTy mojeni
(VECM) apkputbl MyHail koHe MyHali OarachlHBIH OarachlHA, COHJAN-aK
yatTeiK BamoTanbl AKII mosurapeiMeH esmien IMeKTi ocepiHe Kapchl TEHTeE
OaraMbIHBIH  apachIHAAFbl  KapbIM-KaTBIHACTBI  TaJKbUIakiabl.  OTaHIBIK
Bamotanbl, K¥b unbpsamus OGasamama coitkec AKIIl monmappiHa KaThICTBHI
TEHTeHIH [0 HOMUHAIIBIK aiiblpbac OaraMbl acep eTeTiH (akropiap
KapacTbIPbLIaJIbI.

VYakpIT CepusiChl JEpeKTep YIIiH KaTre BEKTOPBIH TY3ETY AapKbLIbI
(VECM) monenbai Tanaay >kacanrad. by TaHpIMan Moziennb, allHbIMaITbl (Y3aK
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Mep3iMJIi KapbIM-KaThIHAC) apachIHAaFbl HET13T1 HeMece ipresi KapbIM-KaThIHAC
naiianany, >koHe KbICKa Mep3iMl Ty3eTy MaijanaHyra MYMKIHAIK Oepeni,
ce0eb1 aifHBIMAJIBI JKOHE KOMHTETPAIUSIIBIK KaphIM-KaThIHACKA KOJ JKETKI3Y
YIIIiH Ke3 KeIreH TY3eTy jKacalIbl.

KinT ce3nep: MmyHaii eHepkaciOi, )KepPruTKTI KamMTy, aiibipOac Oarampbl,
Kazakcran.

skeksk

AHHoTauus. B nanHo#i paboTe mpoaHaIM3UpPOBAHBI U MPEACTABICHBI
OCHOBHbIE (DaKTOPBI, BIUSIONINE HAa BOJATHJIBHOCTh HAIIMOHAJIHLHOW BaIOTHI, a
Tak)Ke MPOBOIUTCS OOIIMPHBIN aHAIW3 B3aUMOOTHOIICHUH IIeH Ha He(pTh H
HOMHUHAJILHOTO OOMEHHOTO Kypca TeHre mo oTHomeHuio Kk poymapy CIIA. B
CTaTbe OOCYXJIAeTcs B3aMMOCBSI3b MEXIY IIeHaMH Ha He(Th U OOMEHHBIM
Kypcom TeHre npotuB aosuiapa CIIA u uzmepsiercs npeaenbHbiii 3P ekt 1eH
Ha He(pTh, a Tak k€ HA BHYTPEHHIOI BaJIOTy dYepe3 MOJEIb KOPPEKIHH
BekTopHO# ommoku (VECM).

Takxe aBTOp paccMaTpuBaeT (AKTOPHI, BIMSIONINE HA BHYTPCHHIOIO
BAJIIOTY, HOMHHAJIBHBIM OOMEHHBINH Kypc TeHre mpotuB nposuiapa CIIIA B
cootBercTBUU ¢ WHmsaumonasiM otderom HBK. Ananu3, caenaHHBIMA
moaenbio (VECM), KOTOpbIii KOPPEKTUPYET BEKTOPHBIE OIMMOKH JIJIsl JaHHBIX
BPEMEHHBIX PAIOB. DTO MOMYJISpHAs MOENb, MOTOMY YTO OHA MO3BOJISIET
UCIIOJIb30BaTh 0a30BYI0 WM (DYHIaMEHTAIbHYIO CBSI3b MEXKIY MEepPEMEHHBIMU
(oNrocpoyHOE  OTHOIIEHHWE), a TakKe HCIOJIb30BaTh KOPPEKTHPOBKU
KOPOTKOTO Tmpobera (T. €. W3MEHEHHUs) MEXKIy IEepPEeMEHHBIMH, BKIIOYAs
KOPPEKTUPOBKH JIJIsl AOCTHXKCHUS KOWHTETPUPYIOIIETO OTHOIICHUSI.

KaloueBble  cioBa:  HeTsHAasT  NPOMBIIUIEHHOCTh,  MECTHOE
coJiepkanue, oOMeHHbIN Kype, KazaxcraH.

Introduction

During the introduction of the national currency, the tenge, there
remained a substantial deficit in gold and foreign exchange reserves. Fixed
exchange rate regime would not resolve the problem of supporting the tenge’s
internal stability nor curb the currency depreciation rate in the presence of fast
growing demand for foreign currency, induced to a certain degree by lack of
confidence in the tenge by households. In 2015, the National Bank of
Kazakhstan started to implement a set of measures to adopt the inflation
targeting regime. In the environment of external shocks on August 20, 2015 the
National Bank and the Government of Kazakhstan made decision to move to
the floating exchange rate of the Tenge. After this event, the domestic currency
has become more vulnerable to external factors.

Main part

While the relationship between tenge exchange rate and oil prices is
widely discussed in the popular press and among market practitioners, there is
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no academic literature on this topic. Therefore, I used academic literature based
on other oil exporting countries.

Mr. Gedek studied the relationship between Ruble exchange rate and
oil price. The results of econometric model allowed the causality analysis
which confirmed that Russian Ruble exchange rate against US dollar was
Granger caused by Brent oil prices in every period. The causality analysis
identified the fact that Brent oil price influenced Russian Ruble exchange rate
against US dollar. The analysis of impulse response functions also describes
three elements:

e Ruble exchange rate was under influence of oil price

e The rise of oil price resulted in Russian ruble appreciation

e The pattern of RUB/USD exchange rate and oil price correlation was

different.

e The analysis has shown that the relation was stronger after 2008 world

financial crisis [1].

Another paper by Ms. Katsuya provides study about the impact of oil price
volatility on macroeconomic activity in Russia. This analysis leads to the
finding that a 1% increase (decrease) in oil prices contributes to the
depreciation (appreciation) of the exchange rate by 0.17% in the long run,
whereas it leads to 0.46% GDP growth (decline). Likewise, it was found that in
the short run rising oil prices cause not only the GDP growth and the exchange
rate depreciation, but also a marginal increase in inflation rate.

Overall result shows that the Russian economy is greatly vulnerable to oil
price volatility. Given the economic damage in case of falling oil prices, it
seems reasonable to suppose that the country needs to diversify its key
industries and enhance the competitiveness of non- energy sectors by
increasing foreign direct investment (FDI).

Mr. Brown investigates the relationship between oil prices and the
Canadian Dollar (CAD) exchange rate and finds that there is a 0.78 % positive
correlation. This high correlation indicates that the decrease in the price of oil
leads to the depreciation of CAD exchange rate and it shows that the value of
the Canadian dollar has declined by 12% while the oil price fell by
approximately 48 % over the last six months.

One more paper about the link between CAD exchange rate and crude oil
prices by Orr indicates that there are at least four important additional factors
which must to be taken account of before the determining the final net impact
of an increase in the price of oil on the Canadian Dollar. If there is an
economic slowdown in the US and other oil importing countries, the demand
for export from Canada will decline. This is an important impact, partially
compensating the initial positive terms of trade impact of an increase in oil
prices on the Canadian dollar [2].
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A second indirect impact is an international financial markets impact. High
oil prices can weaken global growth and cause instability and fears in
international capital markets.

The third additional impact is that the increased oil price raises the cost of
doing businesses in the energy intensive sectors of both, oil exporting and
importing countries, especially in the transportation sector. The net impact of
this on exchange rate is the complex result of the competitive positions of
many sectors, therefore the final net impact is considerably small.

The fourth factor that has an impact on the Canadian Dollar is gasoline
prices. Increased gasoline prices reduce expenditures of foreign buyers on
some items, and these consumer items would have been imports from Canada.
To sum up, the direct and indirect impacts of higher gasoline prices have a
negative impact on Canadian dollar. This paper proves that there is more than
one factor that affect the currency volatility and it is the same in our country’s
situation [3].

One well — known paper by M. Fratzscher, D. Schneider and Ine V. Robays
studies the relationship between oil prices and US Dollar. They find causality
between exchange rates and oil prices that runs in both directions: a 10%
increase in the price of oil leads to a depreciation of the US dollar effective
exchange rate by 0.28% on impact, whilst a weakening of the US dollar by 1%
causes oil prices to rise by 0.73%. Since oil is priced in US dollars, a US dollar
depreciation makes oil cheaper in domestic currency terms for those countries
not pegged to the US dollar, thus raising global oil demand and the price of oil.
So, the negative correlation means that decrease in oil price leads to
appreciation of US dollar.

Conclusion

This paper has applied a simple methods which shows how oil industry in
the world effect the Russian Ruble. The results gives us that Russian ruble was
under influence of oil industry and rise of oil price appreciates the Russian
ruble. The pattern of RUB/USD exchange rate and oil price correlation was not
same.

For running this analysis, I used the Vector Error Correction Model
(VECM) for time series data. The VECM is a very popular model because it
allows for the existence of an underlying or fundamental link between
variables (the long run relationship) as well as for short run adjustments (i.e.
changes) between variables, including adjustments to achieve the cointegrating
relationship.
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THE IMPACT OF CONTRIBUTORY PENSION SCHEME ON THE
ECONOMY (IN THE CASE OF EURASIAN ECONOMIC UNION)

Abstract. The purpose of this article consists influences related with
pension schemes of Eurasian Economic Union on the economy.Contributory
pension scheme of Eurasian Economic Union countrieswas reviewed: its
opportunities and influences on the economy. State-members pension scheme
was written briefly to make comparative analysis. Positive and negative
influences review through analysis of each country’s pension scheme. Also, on
this article analyzedContract on Eurasian Economic Union: deepen
cooperation, providing economic progress by joint actions, new
opportunities. This Contract helps to make good relationship between union
countries and considered all aspects, on the content of articlewaswritten about
pension scheme.

Key words: pension scheme, EEU (Eurasian Economic Union),
influence, opportunity, state-member, comparative analysis, Contract,
relationship, positive, negative.

skeksk

AHaaTtna. ArtanfaHMakaJlaHbIH  MAakKCaThl  3€MHETaKbl  KOPBIHBIH
OKOHOMHUKAFa ocepi  Kaljabl  CYpakTapAbl  KapacTelpy. EBpa3usIbIK
OKOHOMUKAJBIK bIHTHIMAKTACTHIKTBIH KYpaMblHAa KIpeTiH MeMJIEKeTTepIiH
KUHAKTAYIIBl 3eHHETaKbl KOPJIAPHIHBIH 3KOHOMHKAFa dCepi KapacThIPBLIIbIL.
BipHemie MeMIIeKeTTep/IiH KHHAKTAYIIbl KOpJIapbIHA CaJIBICTBIPY aHAaJM3bI
Kyprizuiai. 3eMHeTaKbl KOpbIHA ©3repTyjiep EHTI3UINl KOHE OHBIH OH ocepi
OalKasIbl. CoHbBIMEH Karap, KemnicimHiH bIHTBEIMAKTACTHIKTAFEI
MEMJICKETTEP/IIH 3E€HHETaKbl KOpJIapblHA XOHE OHJAFbl KYMBIC aTKapaThlH
ajlaMJiapFa ocepi KapacThIpbULIbl. HakThl HOTIKeNEep ally MakcaTbIHIa
KemniciMHIH apTHIKIIBUIBIKTAPBIHA TOKTAJIBIK,.

97



