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Abbreviations used in the text

	ADR
	American Depository Receipt, a kind of derivative security

	AFINEX
	Almaty Financial Instruments Exchange CJSC  (official abbreviation)

	APF
	Accumulative Pension Fund

	АVМЕКАМ
	special state foreign exchange bonds of the Ministry of Finance of the Republic of Kazakhstan (Kazakh)

	BB
	branch bank

	bln
	billion

	CD
	Central Securities Depository CJSC

	CJSC
	closed joint-stock company

	DEM
	Deutsche mark

	EUR
	common European currency EURO

	FEC
	fuel & energy complex

	FFER
	free-floating exchange rate

	GDR
	Global Depository Receipt, a kind of derivative security

	GFER
	gold & foreign exchange reserves

	GS
	government securities

	IMF
	International Monetary Fund

	IPE
	International Petroleum Exchange

	JSCCT
	joint-stock company of a closed type

	JSCOT
	joint-stock company of an open type

	KASE
	Kazakhstan Stock Exchange CJSC (official abbreviation)

	KICS
	Kazakhstan Interbank Settlements Centre, national state enterprise

	KZT
	Kazakhstan tenge

	LLP
	limited liability partnership

	LME
	London Metal Exchange

	МЕАКАМ
	special state treasury bills of the Ministry of Finance of the Republic of Kazakhstan with 10 years maturity (Kazakh)

	МЕIКАМ 
	state indexed treasury bills of the Ministry of Finance of the Republic of Kazakhstan (Kazakh, inflation indexed)

	МЕКАVМ
	state foreign exchange treasury bills of the Ministry of Finance of the Republic of Kazakhstan (Kazakh)

	МЕКАМ
	state treasury bills of the Ministry of Finance of the Republic of Kazakhstan (Kazakh, normally applied to all securities irrespective of maturity term)

	МЕККАМ
	state short-term treasury bills of the Ministry of Finance of the Republic of Kazakhstan with up to 1 year maturity term

	МЕОКАМ
	state middle-term treasury bills of the Ministry of Finance of the Republic of Kazakhstan with 2 years maturity term (Kazakh)

	mln
	million

	NAPF
	Non-state Accumulative Pension Fund

	NCS
	National Securities Commission of the Republic of Kazakhstan

	NSB
	National Saving Bonds of the Ministry of Finance of the Republic of Kazakhstan

	NSE
	National State Enterprise

	NYMEX
	New York Merchandise Exchange

	“NZ”
	series of state blocks of shares admitted to trade in  “Non-listing securities” sector in KASE

	OJSC
	Open Joint-stock Company


	OTC
	“over-the counter” or  the off-exchange stock market

	PAMC
	pension assets managing company

	QTS
	quotation trade system of KASE

	RIC
	Reuters Information Code, a special code of an electronic page in the Reuters information systems

	SAPF
	State Accumulative Pension Fund CJSC

	SBS
	state block of shares

	SEZ
	special economic zone

	SPOT
	settlement term, when liabilities on a deal are fulfilled after one business day deal was concluded

	SPPD
	State Property and Privatisation Department of the Ministry of Finance

	STB
	second-tier bank

	TOD
	settlement term, when liabilities on a deal are fulfilled on the same day (“today”) deal was concluded

	TOM
	settlement term, when liabilities on a deal are fulfilled on the next day deal was concluded

	USD
	the dollar of the United States of America

	“Z”
	series of state blocks of shares admitted to trade in “State block of shares” sector


Wherever the present report does not refer to the sources of the information hereinafter, it suggests the Exchange has employed the data its staff collected and systematised as part of their activities.
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In 1999 the Exchange was exposed to significant changes that made it possible to strengthen its positions as a major domestic entity to have organised the financial market. The 1st of April saw the event, which logically completed the creation of efficient and indivisible infrastructure of the organised financial market. Thanks to the understanding and support of the state institutions, which regulate financial markets, it was possible to merge the Almaty Financial Instruments Exchange and the Kazakhstan Stock Exchange. This enabled the Exchange to commence setting up trade service within the whole range of financial instruments circulated in Kazakhstan.
The free floating exchange rate of the tenge introduced on April 5, 1999, was probably the most significant event in 1999 that affected the development of the Kazakhstan stock market. April 5, 1999 was the real test for the futures exchange market. As a result of abrupt fluctuations in the foreign exchange market some futures market operators reached the situation of a crisis. This difficulty made the Exchange take a critical approach to earlier accepted principles of this market and significantly toughen the requirements for its participants.
Despite the difficulties that the government securities market had suffered from after the tenge’s devaluation in April 1999, it is possible to mention positive changes as well. After the tenge’s devaluation, namely domestic issues of state bonds indexed in respect to “KZT/USD” rate appeared for the first time. This event promoted the development of a whole sector of securities denominated in foreign currency, and formed a basis for municipal bodies to issue mid-term bonds indexed by the change in the foreign exchange rate.

The first auction held for floatation of municipal bonds may be considered as a major achievement of the Exchange on the government securities market. This floatation, as well as the two following ones, demonstrated the Exchange’s readiness to develop new directions within a short term and adequately react to the changing requirements of the financial market.

Unfortunately, it is noteworthy that as far as the development of stock and corporate bonds market is concerned, in 1999 the Exchange failed to achieve any considerable results. The restriction imposed by the National Securities Commission of the Republic of Kazakhstan on the off-exchange transactions made by professional market participants resulted in a certain improvement of the market’s transparency. However, the final outcome of 1999 shows that the Kazakhstan’s securities market can hardly be named as the market.

Nevertheless, despite of all the difficulties experienced in our developing market we are quite optimistic about the future.

We do hope the work we began in 1999 to promote the Exchange’s Internet services will help considerably improve the quality of services rendered to participants of the exchange auctions.
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Authorised CAPITAL AND SHAREHOLDERS

As of the beginning of 1999 the KASE authorised paid up capital was KZT46,205,460.00, which was divided into 126 ordinary registered shares with a face value worth of KZT366,710.00, owned by 29 shareholders. Within the year three organisations joined the Exchange, while two organisations withdrew.

As of the end of the reported period, the KASE authorised paid up capital was KZT79,209,360.00 as a result of the reorganisation in the form of AFINEX’s merger, and was divided into 216 ordinary registered shares with a face value of KZT366,710.00. The number of shareholders reached 30. The list of shareholders is given in the table below (Tab. 1).

	Tab. 1: List of shareholders of KASE as of Dec. 31 1999

	
	Full official 
name 
of a KASE shareholder
	Share equity
in Share
Capital, in​ %

	1
	National Bank of the Republic of Kazakhstan
	25.00

	2
	BANK Caspian OJSC
	6.48

	3
	Kazakh joint stock agro-industrial Bank OJSC
	4.17

	4
	KAZKOMMERTSBANK OJSC
	3.70

	5
	KAZAKHSTAN-ZIRAAT-INTERNATIONAL BANK CJSC
	4.17

	6
	Bank CenterCredit OJSC
	6.02

	7
	HALYK SAVINGS BANK OF KAZAKHSTAN OJSC
	3.24

	8
	Bank TuranAlem OJSC
	4.17

	9
	Turkish-Kazakhstan International Bank CJSC
	4.17

	10
	Central Asian Bank for Cooperation and Development CJSC
	4.17

	11
	ABN AMRO BANK KAZAKHSTAN branch stock bank CJSC
	4.17

	12
	Almaty Merchant Bank CJSC
	3.70

	13
	International Bank Alma-Ata OJSC
	3.70

	14
	NEFTEBANK OJSC
	4.17

	15
	KIN-SECURITIES LLP
	0.46

	16
	Kazkommerts Securities OJSC
	0.46

	17
	Kazakhstan financial company OJSC
	0.46

	18
	GREENWICH CAPITAL MANAGEMENT FINANCIAL COMPANY OJSC
	0.46

	19
	INVESTMENT MANAGEMENT GROUP LLP
	0.46

	20
	AMANAT LLP
	0.46

	21
	CAIFC CJSC
	0.46

	22
	DB SECURITIES KAZAKHSTAN OJSC
	0.46

	23
	Exchange syndicate CJSC
	0.46

	24
	Regent European Securities (Kazakhstan) CJSC
	0.46

	25
	EASTBROKERS Securities House LLP
	0.93

	26
	GLOBAL SECURITIES (KAZAKHSTAN) CJSC
	0.46

	27
	KIB ASSET MANAGEMENT Ltd LLP
	0.46

	28
	KBS Securities LLP
	0.46

	29
	CITIBANK KAZAKHSTAN CJSC
	2.78

	30
	Senim-Bank OJSC

	0.93

	In the account of KASE on shares purchased by the issuer (due to withdrawal of shareholders’ status of a professional participant of the stock market)
	8.33

	TOTAL
	100.0
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Tab. 2: Changes in number of KASE members among categories

	Admission category
	As of Jan. 01, 1999
	As of Dec. 31, 1999

	“B” category
	
29
	32

	“C” category
	115
	5

	“K” category
	42
	39

	“P” category
	22
	24

	“H” category
	25
	21

	Total
	
55
	57


“B”: the right to participate in foreign exchange auctions

“C”: the right to participate in futures contracts auctions as a clearing (CKE) or trade (CTE) member;

“K”: the right to participate in auctions for GS admitted to circulation at KASE;

“P”: the right to participate in auctions for securities included in the official list of securities at KASE;

“H”: the right to participate in auctions for securities in “Non-listing securities” and “SBS” sectors
Cardinal changes to the lists of KASE members were made after AFINEX joined the Exchange. This decision was made at the General meeting of shareholders of both KASE and AFINEX held on Jan. 6, 1999. All juridical procedures were completed by Apr. 1, 1999. As a result, all AFINEX members (“B” and “C” admission categories) became members of KASE. It is necessary to note that many AFINEX members had been already members of KASE in certain categories. Resulting changes in the total number of KASE members, as well as changes in some admission categories to auctions within the reported period are given in the table (Tab. 2).

On the one hand, the increasing number of members allowed to trade in foreign exchanges reflects the trend toward the strengthening of the country’s banking system. Despite the general reduction in the number of Kazakhstan banks, the remaining financial institutions have become considerably stronger due to the continuous and strict supervision by the National Bank and their own initiatives as well. Rigid competition on the banking services market of the Republic of Kazakhstan made STB improve their services, hence, making it possible to trade in foreign exchange at KASE. This became especially urgent after the National Bank introduced the obligatory sale of 50% of exporters’ foreign exchange earnings at the Exchange (see below).

On the other hand, the increasing number of category “B” members illustrates the efforts made by the Exchange in the year to render a maximum service to the participants of auctions. For the most part, this has to do with the granted opportunity to trade foreign exchange in the remote access mode.

The futures market (members of category “C”) was not principally developed during the year. This greatly affected the dynamics of the number of KASE members interested in trading on corresponding trade floor.

The dynamics of the remaining membership categories is not demonstrative as far as the trends prevailing in 1999 on the Kazakhstan financial market are concerned. This dynamics was mainly predetermined by local reasons. It is only necessary to mention that the Exchange experienced slight consequences from the losses, which the securities market infrastructure had incurred during the reported year due to the absence in circulation of “blue chip” shares of the country’s largest industrial enterprises, as well as due to the lack of foreign investors’ interests in developing markets, after both the world and the Russian financial crises.

In general, it is necessary to mention that 1999 was a critical year for both Kazakhstan and its financial market. This year, it would be a mistake to expect any significant increase in the membership of the Exchange. By continuously developing and improving the organisational component of the financial market, KASE managed to meet the principal goal, which was the growth in liquidity of the exchange market on all major positions with having maintained its presence on the financial market and even expanded it in some categories.

The list of both rejected and admitted KASE members of different categories is given below.

Category “B”

In this category Kazenergoprombank OJSC (Mar. 25, 1999) and BANK ALRAUN OJSC (Aug. 24, 1999) were excluded from the members of the Exchange.

BB BANK OF CHINA IN KAZAKHSTAN CJSC (Feb. 26, 1999), CITIBANK KAZAKHSTAN CJSC (Apr. 07, 1999), Kazakhstan industrial bank OJSC (Apr. 30, 1999), NURBANK OJSC (Apr. 30, 1999) and Irtyshbusinessbank OJSC (Nov. 22, 1999) were granted the membership of the Exchange in this category.

Tab. 3: List of KASE members as of Dec. 31, 1999

	
	Brief
	Membership category

	
	name of a KASE member
	"B"
	"C"
	"K"
	"P"
	"H"

	1
	National Bank of the Republic of Kazakhstan, Institution
	В
	
	K
	
	

	2
	Bank TuranAlem CJSC
	В
	СКЕ3
	K
	
	

	3
	BANK Caspiskiy OJSC
	В
	
	K
	
	

	4
	International bank - Alma-Ata OJSC
	В
	
	K
	
	

	5
	Businessbank OJSC
	В
	СТЕ4
	
	
	

	6
	ALASH-BANK CJSC
	В
	
	
	
	

	7
	Demir Kazakhstan Bank OJSC
	В
	
	
	
	

	8
	BB BANK OF CHINA IN KAZAKHSTAN CJSC
	В
	
	
	
	

	9
	Kazakh joint stock agro-industrial bank OJSC
	В
	
	K
	
	

	10
	CITIBANK KAZAKHSTAN CJSC
	В
	
	K
	
	

	11
	NURBANK OJSC
	В
	
	
	
	

	12
	KAZKOMMERTSBANK OJSC
	В
	
	K
	P
	

	13
	KAZAKHSTAN-ZIRAAT INTERNATIONAL BANK CJSC
	В
	
	K
	
	

	14
	Kazakhstan industrial bank OJSC
	В
	
	
	
	

	15
	Irtyshbusinessbank OJSC
	В
	
	
	
	

	16
	HALYK SAVINGS BANK OF KAZAKHSTAN OJSC
	В
	
	K
	
	

	17
	Turkish-Kazakhstan International Bank CJSC
	В
	
	
	
	

	18
	TEMIRBANK OJSC
	В
	
	K
	
	

	19
	TexaKabank OJSC
	В
	
	K
	P
	

	20
	Bank CenterCredit OJSC
	В
	
	K
	
	

	21
	TSESNABANK OJSC
	В
	
	
	
	

	22
	NEFTEBANK OJSC
	В
	
	
	
	

	23
	ABIDBANK OJSC
	В
	
	
	
	

	24
	KAZAKHSTAN INTERNATIONAL BANK CJSC
	В
	
	
	
	

	25
	Central Asian bank for cooperation and development CJSC
	В
	
	
	
	

	26
	ABN AMRO KAZAKHSTAN BSB CJSC
	В
	
	K
	P
	

	27
	Eximbank Kazakhstan CJSC
	В
	
	K
	
	

	28
	Senim-Bank OJSC
	В
	
	
	
	

	29
	Alfa-Bank BB OJSC
	В
	
	K
	
	

	30
	Eurasian bank CJSC
	В
	
	K
	
	

	31
	Almaty merchant bank CJSC
	В
	
	K
	
	

	32
	Joint bank LARIBA BANK OJSC
	В
	
	K
	
	

	33
	KBS SECURITIES LLP
	
	
	К
	Р
	Н

	34
	DB SECURITIES (KAZAKHSTAN) OJSC
	
	
	К
	Р
	Н

	35
	Kazkommerts Securities OJSC
	
	
	К
	Р
	Н

	36
	Stock syndicate CJSC
	
	
	К
	Р
	Н

	37
	Company CAIFC CJSC
	
	
	К
	Р
	Н

	38
	Kazakhstan financial company OJSC
	
	
	К
	Р
	Н

	39
	GREENWICH CAPITAL MANAGEMENT FINANCIAL COMPANY OJSC
	
	
	К
	Р
	Н

	40
	ATERA capital LLP
	
	СТЕ
	К
	Р
	Н

	41
	INVESTMENT MANAGEMENT GROUP LLP
	
	
	К
	Р
	Н

	42
	Informational-registration centre NSE
	
	
	
	
	Н

	43
	EASTBROKERS securities house LLP
	
	
	К
	Р
	Н

	44
	PETROKAZ CAPITAL LLP
	
	
	К
	Р
	Н

	45
	EKON-INVESTSERVICE LLP
	
	
	
	
	Н

	46
	GLOBAL SECURITIES (KAZAKHSTAN) CJSC
	
	
	К
	Р
	Н

	47
	KIB ASSET MANAGEMENT Ltd LLP
	
	
	К
	Р
	Н

	48
	MINARET GROUP SECURITIES foreign enterprise LLP
	
	
	К
	Р
	Н

	49
	R.G. Securities Company LLP
	
	СТЕ
	К
	Р
	Н

	50
	Fondovii service CJSC
	
	
	К
	Р
	Н

	51
	Ak niet pension assets management company CJSC
	
	
	К
	Р
	

	52
	TuranAlem Securities LLP
	
	CТЕ
	
	Р
	Н

	53
	Halyk Bank of Kazakhstan pension assets management company CJSC
	
	
	К
	Р
	

	54
	State accumulative pension fund CJSC
	
	
	К
	
	

	55
	ZHETYSU PAMC CJSC
	
	
	К
	Р
	

	56
	TRUST COMPANY KAMAL LLP
	
	
	
	
	Н

	57
	NSE of mail communication under the Ministry of Transport and Communications of the Republic of Kazakhstan

	
	
	К
	Р
	Н

	Total

	32
	5
	39
	24
	21


Category “C”

Kazakhstan’s shift to the free-floating exchange rate (FFER) on Apr. 5, 1999 decisively influenced the composition of this category. After the restructuring of members’ list caused by the above referenced, Bank TuranAlem OJSC remained as the only futures clearing member. Businessbank OJSC was transferred to the trade members’ category. The new members (R.G. Securities LLP (Apr. 01, 1999), TuranAlem Securities LLP (Apr. 01, 1999) and ATERA capital LLP (May 11, 1999)) were admitted.

Category “K”

N.B. Service LLP (Apr. 21, 1999), Senimbank OJSC (June 01, 1999), Kazenergoprombank OJSC (Aug. 13, 1999), AMANAT LLP (Aug. 13, 1999), BANK ALRUAN OJSC (Aug. 13, 1999), BUSINESSBANK OJSC (Aug. 13, 1999), KIN SECURITIES LLP (Aug. 13, 1999), Regent European Securities (Kazakhstan) CJSC (Oct. 04, 1999) and CENTRE-SOFT LTD LLP (Nov. 09, 1999) were excluded from the Exchange’s membership on this category.

CITIBANK KAZAKHSTAN CJSC (Apr. 07, 1999), Halyk Bank of Kazakhstan pension assets management company CJSC (Apr. 30, 1999), State accumulative pension fund CJSC (Aug. 13, 1999), ZHETYSU PAMC CJSC (Sept. 08, 1999); NSE of mail communication under the Ministry of Transport and Communications of the Republic of Kazakhstan (Oct. 19, 1999) and TexaKabank OJSC (Nov. 29, 1999) were granted membership of the Exchange on this category.

Category “p”

AMANAT LLP (Aug. 13, 1999), N.B. Service LLP (Apr. 21, 1999), KIN SECURITIES LLP (Aug. 13, 1999), Regent European Securities (Kazakhstan) CJSC (Oct. 04, 1999), and CENTRE-SOFT LTD LLP (Nov. 09, 1999) were excluded from the Exchange’s membership on this category.

Halyk Bank of Kazakhstan pension assets management company CJSC (Apr. 30, 1999), ZHETYSU PAMC CJSC (Sept. 08, 1999), KAZKOMMERTSBANK CJSC (Sept. 06, 1999), ABN AMRO Bank Kazakhstan BSB CJSC (Sept. 21, 1999), NSE of mail communication under the Ministry of Transport and Communications of the Republic of Kazakhstan (Oct. 19, 1999), TexaKabank OJSC (Nov. 29, 1999), TuranAlem Securities LPP (Dec. 07, 1999) were admitted to be the Exchange’s members on this category.

Category “H”

AMANAT LLP (Aug. 13, 1999), N.B. Service LLP (Apr. 21, 1999), PAIDA BROKER COMPANY LLP (Aug. 13, 1999), KIN SECURITIES LLP (Aug. 13, 1999), Regent European Securities (Kazakhstan) CJSC (Oct. 04, 1999), and CENTRE-SOFT LTD LLP (Nov. 09, 1999) were excluded from the Exchange’s membership on this category.

NSE of mail communication under the Ministry of Transport and Communications of the Republic of Kazakhstan (Oct. 19, 1999) and TuranAlem Securities LLP (Dec. 07, 1999) were admitted to be the Exchange’s members on this category.
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Fig. 1: Volume and structure of the 

Kazakhstan exchange market in 1999 

(in KZT bln)
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In the first quarter of 1999, two exchanges, Almaty Financial Instruments Exchange CJSC (AFINEX) and Kazakhstan Stock Exchange CJSC (KASE), were working in Kazakhstan’s financial market. Both foreign exchange and foreign exchange futures were traded at AFINEX, and securities were traded at KASE.

At the joint General meeting of the two exchanges held on Jan. 6, 1999, it was decided to unite the Exchanges by AFINEX’s merger with KASE. All legal procedures associated with the merger had been completed by Apr. 1, 1999. As a result, AFINEX ceased existing both as an organiser of auctions and as a legal entity. That is why the present statement is not focused on that in the first quarter of 1999 - it is actually dealing with the two exchanges working in the market. To simplify wording, the word “Exchange” here means the Kazakhstan exchange market, as AFINEX’s independent work and its joining KASE did not affect the conjuncture of the country’s financial market at all.

The reported year for the Kazakhstan exchange market was outstanding with respect to the organising component of the country’s financial market which had never controlled such a high cash circulation. The total value of transactions concluded on the Exchange trade floors in 1999 was KZT442.0 bln, i.e. USD3,543.6 mln. In comparison with the previous year a surplus was observed in all of the market sectors. On the one hand, this proves the purposeful development of the Kazakhstan exchange market; on the other hand, it confirms the financial market’s stability in spite of crisis occurrences observed all over the world in the second half of 1998 and the first half of 1999.

SECURITIES MARKET tc "SECURITIES MARKET "
Fig. 2: Volume of the off-exchange deals 

of licensed brokers-dealers 

and market share of KASE
Within the reported period, as well as in 1998, there were two sectors where securities were circulating: the Exchange and the off-exchange sector. At the beginning of the year the off-exchange circulation sector significantly prevailed over the exchange sector, in terms of the transaction volume (Fig. 2). However, due to the mentioned below reasons (section “Events” and the chapter “Statistics and influencing factors”) the specific weight of the off-exchange securities market gradually decreased in the total transaction volume, until it absolutely vanished5 in the fourth quarter of 1999. According to the annual results, the share of the organised securities market in the total transaction volume was 75.5%6.

TRENDS

Due to a number of reasons, the reported year did not justify the hopes of the professional participants for the development of the stock market. Principally, this has to do with the non-implementation of the “blue chips” program, since during the entire year no event happened that could be called significant in this direction of the government’s activities. The main problem of the Kazakhstan stock market, which is the absence of sufficient number of shares of the biggest local companies in circulation, remained unsolved in 1999. Hence the Kazakhstan securities market had not principally changed in comparison with 1998.

Moreover, the institutional infrastructure of the market created in 1997 incurred losses. The trend toward the growth in the number of brokers-dealers observed in 1998, was reversed in 1999. The number of licensed brokers-dealers had decreased from 73 to 58. The number of registrars fell from 32 to 24, while the developed network of transfer-agents to replace registrars had not been established. The total volume of the Kazakhstan secondary market of securities decreased (exclusively due to squeezing of the off-exchange sector of the market) in comparison with the same indicator of 1998 denominated in tenge, by 35.0%7.
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In 1999 the idea of issuing bonds became popular in the market. On the one hand, this was predetermined by the fact that the potential of the program of the “second-grade” companies’ shares had been generally exhausted, on the other hand, this was predetermined by a steady strengthening of the powerful, new Kazakhstan’s institutional investor, APF, whose assets were evaluated by NSC as USD281.5 mln as of the beginning of 1998, and in a year - 466.7 mln8. Due to the underdevelopment of the share market, and hence, the impossibility of gaining stable revenues while working with this financial instrument, it was appropriate to utilise APF assets to invest in the real economy sector through the purchasing of Kazakhstan companies’ bonds. Besides, PAMC was interested in working with bonds, as it guaranteed income if the company met the investment risks restricting requirements.

Due to the mentioned reasons, in 1999 the work of structures regulating securities market and KASE mainly focused on the promotion of this method to attract working capital. Listing requirements of the Exchange were basically modified to be in line with the Accumulative Pension Funds assets utilisation and got improved for bonds to get to the KASE floor. This had a positive outcome. Under the conditions of the stagnating securities market, the total turnover of the exchange transactions on these securities increased from USD3,527.1 thousand in 1998 to USD20,245.2 thousand in 1999, i.e. 5.7 times as much9. Bonds composed 26.8% of the turnover (in 1998 no transactions on bonds had been concluded), and about 18% of transactions were concluded at KASE involving APF assets.

EVENTS

Below are the most important events that happened during the reported year. These events affected the development of the organised securities market in Kazakhstan.

On Feb. 01 according to the decision of the KASE Exchange Council, eurobonds of KAZKOMMERTS INTERNATIONAL B.V. (Rotterdam, the Netherlands, ISIN XS0081674359, trade code KKGBe1) issued under the 100% guarantee of KAZKOMMERTSBANK OJSC as a founder of the company, were included in the list of the Exchange’s securities on category “A”. Auctions for these securities were opened on Feb. 03, 1999. KKGBe1 were the first corporate bonds in the trade lists of KASE.

On Feb. 11 the Kazakhstan’s Ministry of Justice registered the resolution of the NSC Board of Directors “On conditions of issue of international bonds and ADR” #197 dated Nov. 20, 1998. The resolution stipulates that the country’s organisations have the right to issue international bonds and ADR (as the latter determined by the NSC decrees #60 dated Apr. 15, 1998 and #124 dated July 30, 1998) only if securities issued by them earlier are included in an official list of a stock exchange, created and acting in accordance with Kazakhstan’s legislation.

On Feb. 12 The “Rules of execution of broker and dealer activities on the securities market“, approved by the NSC decree #20 dated Dec. 31, 1999 came into force. These rules significantly restricted the brokers-dealers’ activities on the unorganised stock market.

On Mar. 17 the new “Securities auctions organisers activities execution rules” approved by the NSC decree #19 dated Dec. 23, 1998 came into force.

On July 01 the new wording of “Private issue securities quotation rules” approved by the resolution of the NSC Board of Directors #353 dated June 24, 1999 was put into force. According to the wording, KASE is to quote in USD most securities included in its trade lists.

On July 05 a set of the new standard documents approved by the decrees of the NSC Board of Directors #353 dated June 24, 1999 and #358 dated June 29, 1999 was introduced at KASE. The package included “Provision on membership”, “State blocks of shares. Order of admission to trade at auctions and settlements according to the auction results”, “Repo transactions conclusion rules”, changes to “General conditions of settlements according to results of securities auctions”, “Regulations of execution of settlements according to the results of securities auctions”, “Provision on responsibility for infringing of settlement terms” and “Provision on the order of settlement of disputes and conflicts and on the Arbitration commission of the Exchange.” It is necessary to mention that the ability to conduct “repo” operations at a separate trade floor, along with the quoting of securities in USD are the changes most potential to significantly affect the securities market.

On July 26 the decree of the NSC Board of Directors “On conclusion of purchase-sale transactions involving pension assets in the organised securities markets” #352 dated June 24, 1999 registered by the Kazakhstan Ministry of Justice came into force. This document stipulates that purchase-sale transactions on state and private issue securities concluded in the organised securities markets involving pension assets are to be concluded by uninterrupted counter-auction.

On Sep. 28, according to the KASE Exchange Council’s decision, the eurobonds KAZKOMMERTS INTERNATIONAL B.V. was delisted. The decision was initiated by the issuer. Auctions for this financial instrument stopped on Sept. 30, 1999. According to the annual report, the volume of transactions on KKGBe1 was 25.2% of the total securities turnover at KASE, excluding SBS.

On Oct. 26 the decree of the NSC Board of Directors #462 approved the new wording of “Provision on listing of securities”. The new wording was approved on Oct. 14, 1999 by the decision of the meeting of KASE members of categories “K”, “P” and “H”.

On Oct. 26 the decree of the NSC Board of Directors #462 approved the KASE’s new standard document “Market-makers activity rules”. This standard document was approved on Oct. 14, 1999 by the decision of the meeting of KASE members of categories “K”, “P” and “H”.

On Nov. 01 new wording of standard documents approved by the decrees of the NSC Board of Directors #462 dated Oct. 26, 1999 and #464 dated Oct. 29, 1999 came into force according to the decision of the KASE Exchange Council. The package includes “Rules of the exchange trade with securities”, “Provision on membership”, “Sizes of membership fee and commission levied by the Exchange” and “Market-makers  activity rules.”
On Nov. 02 KAZKOMMERTSBANK OJSC (Almaty, Kazakhstan) was granted the status of a market-maker10 of its own bonds (KZ72KA7B9A11, the official list of  KASE securities, category “A”, trade code KKGBb). On Nov. 3, 1999 the first securities market-maker began to carry out its responsibilities on KASE trade floors.

On Nov. 10, according to the decision of the KASE Exchange Council dated Nov. 09, 1999, the decree of the KASE Board admitted first shares of foreign issuers (Kyrgyztelecom JSC, Kyrgyzenergo JSC and KCSP JSC (Kansky Cement-Slate Plant) to circulation in the Exchange auctions by the second admitance level in the sector “Non-listing securities”. The first auctions were held on Nov. 15, 1999.

On Nov. 15 the new wording of the standard document “Regulation of execution of settlements according to the results of securities  auctions” approved by the decree of the NSC #462 dated Oct. 26, 1999 was put into force. According to the new regulation, transactions on securities included in the official list are to be concluded only through CD.

On Dec. 01 the new wording of “Provision on listing of securities” approved by the decree of the NSC Board of Directors #462 dated Oct. 26, 1999 came into force (chapter “Requirements”).

On Dec. 01 the commission on “repo” operations with securities was experimentally reduced prior to the corresponding decision of the General meeting of KASE members. It was decided to levy the fee of 0.005% on concluded “repo” closing and opening transactions, from both seller and the buyer.
TRADE LISTS OF KASE

As on Jan. 1, 2000 the total number of lists of securities adopted to auctions was five:

the official list of securities, category “A” (listing A)
the official list of securities, category “B” (listing B)
the list of the trade sector “Non-listing securities”, first admittance level
the list of the trade sector “Non-listing securities”, second admittance level
the list of state blocks of shares

No changes have been made to the KASE securities lists structure during 1999.

Listing requirements

As it was mentioned above, the modification of the KASE listing requirements within the reported year was conducted in two main areas.

The first direction was predetermined by the constant growth in APF assets, thanks to which pension funds turned into the real institutional investors capable of investing comparatively big money into the economy. According to the legislation11 currently in force, PAMC may invest up to 30% of NAPF assets at its disposal in securities of Kazakhstan issuers if these securities are included in the official list of KASE securities of category “A”. As of July 01, 1999 the potential amount of NAPF’s possible investments in securities was assessed at USD34.7 mln12. At the end of 1999, according to the NSC this amount was USD66.5 mln. If the purchase of the largest companies’ shares in both the primary and secondary markets were problematic due to the passivity of the “blue chips” program, thanks to the stirred up issue of corporate bonds, the investment potential of PAMC were objectively increasing.

Tab. 4: Dynamics of KASE listing requirements to issuers of shares

	Requirements
	At the beginning of 1999
	At the end of 1999

	Official list, category “A”

	Period of company’s existence
	not less than 3 years

	Profitable activity
	for last year or as a sum total of 3 years

	Independent auditor
	from the “Big five”

	Number of holders of ordinary shares or issue floatation
	not less than 500 or for the nominal amount
of not less than USD1 mln

	Dividend debt
	should be no debt

	Number of issued shares
	not less than 10,000 units

	Shareholders equity
	not less than USD10 mln
	not less than USD5 mln13

	Presence of shares’ market-maker
	not required
	obligatory from 17.03.200014

	Volume of transactions for the last 12 months

	any
	not less than 0.5% of the volume declared to be issued14

	Official list, category “B”

	Period of company’s existence
	not less than 1 year

	Number of holders of ordinary shares or issue floatation
	not less than 100 or in the nominal
amount of not less USD500,000

	Number of issued shares
	not less than 1,000 units


Tab. 5: Dynamics of KASE listing requirements to issuers of bonds

	Requirements
	At the beginning of 1999
	At the beginning of 2000

	Official list, category “A”

	Period of company’s existence
	not less than 3 years

	Profitable activity
	for last year or as a sum total of 3 years

	Independent auditor
	from the “Big five”

	Shareholders equity
	not less than USD10 mln
	not less than USD5 mln13

	Presence of a bonds’ market-makers
	not required
	obligatory from 17.03.200014

	Observance of liquidity ratios (except for banks)
	not required
	the list of ratios is approved by the KASE Exchange Council

	Minimal issue volume

	–
	USD100,000 and 1,000 units


	Official list, category “B”

	Period of company’s existence
	–
	not less than 1 year

	Minimal issue volume
	–
	USD10,000 and 100 units


The second direction of the listing requirements modification was predetermined by the previously mentioned stirring up of Kazakhstan issuers floating their bonds. According to the NSC15, as of Jan. 1, 2000 nine emissions of private corporate bonds for the total amount of KZT3.3 bln were circulating in the country. Of this number, bonds of four emissions were admitted to auctions at KASE. It is necessary to mention also eurobonds of KAZKOMMERTS INTERNATIONAL B.V. (USD100 mln) traded at KASE in the listing “A” until Sept. 29, 1999. These eurobonds were extremely popular in the market thanks to their high yields. In 1998 there were no corporate bonds of Kazakhstan’s issuers in circulation at the Exchange. Those traded in the off-exchange market were characterised by insignificant volumes of issues. Hence in the reported year, KASE carefully treated the listing requirements concerning the admission of this kind of securities to auctions.

In summer 1999 KASE prepared the new wording of “Provision on securities listing”16, which came into force on Dec. 01, 1999. Main changes to the rules of securities admission to auctions were related to the official list of category “A”. In accordance with NSC recommendations, the requirements to market-makers and for the minimal transaction volume were introduced.
Supplementation to the admission rules of securities to the auctions in category “B” was insignificant. This was predetermined by the existing necessity to create appropriate conditions to introduce securities of the “second-grade” companies to KASE auctions, and was supposed to promote the development of the organised securities market of the country.

The rules for securities to be admitted to auctions on the non-listing floor were not changed at all. The two-level admission system17 still exists in “Non-listing securities” sector. This system is predetermined by the idea of informational openness of the market. A broker-dealer company (securities can be traded in this sector by brokers’ initiative namely), which introduces securities into the sector at the first admittance level, is to monitor the issuer and submit to the Exchange all required data characterising the company. The second admittance level requires minimal disclosure of information about the issuer. The introduction to auctions at the second admittance level is conducted if the company has documents confirming that the emission of securities is legal.

Structure of trade lists

Securities

As of Dec. 31, 1999 the KASE trade lists consisted of 88 securities of 66 companies. The official lists was represented by 29 securities of 17 companies and the “Non-listing securities” sector by 59 securities of 49 issuers. More detailed dynamics of the financial instruments distribution among lists, (except SBS) is given in the table (Tab. 6) and in the figures (Fig. 3, Fig. 4). Changes given in the table and figures seem to be expected, considering the condition of both the country’s financial market and the economy’s real sector.

As of 1998, among all the companies involved, Kazakhstan banks remain the most active and progressive in terms of management and informational transparency. At present, thanks to the strict control by the National Bank, STB are ready, more than any other entity, to pass the listing requirements of the Exchange. The Kazakhstan banking services market is rigidly competitive; whereas this competition does not exist among the biggest industrial enterprises. Hence some powerful banks in the country cannot ignore the official list of securities of the only stock exchange in Kazakhstan. Banks’ desire to be included in the KASE listings is explained by several reasons, the main of which are prestige (including the possibility of gaining a higher credit rating from international agencies), the possibility of being able to issue ADR and GDR, as well as access to NAPF assets. Furthermore, banks are more transparent in comparison with non-financial companies, which is important for meeting the requirements of informational transparency dictated by the Exchange.

Tab. 6: The dynamics of trade lists structure of KASE

	Admission
	As of Jan. 01, 1999
	
	As of Dec. 31,1999

	category
	shares
	issuers
	
	shares, bonds
	issuers

	А
	11
	7
	
	13
	8

	B
	20
	11
	
	16
	9

	A+B
	31
	18
	
	29
	17

	N1
	1
	1
	
	3
	3

	N2
	27
	17
	
	56
	46

	N1+N2
	28
	18
	
	59
	49

	TOTAL
	59
	36
	
	88
	66


A: official list, category “A”

B: official list, category “B”

A+B: official list

N1: “Non-listing securities” sector, first admittance level

N2: “Non-listing securities” sector, second admittance level

N1+N2: “Non-listing securities” sector
Fig. 3: Number of securities admitted to the auctions in 1999

[image: image13.wmf]Fig. 4: Number of issuers whose securities were admitted to the auctions in 1999
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The above mentioned ideas explain the fact that in 1999 the official list of KASE securities of category “A” was extended exclusively by securities of banks.

For the reported year the official list of category “B”, unlike the official list of category “A”, had decreased. In the opinion of a KASE experts, the main factor behind this decrease was the absence of any potential investors, except NAPF, in the market in 1999. However, funds could not invest their assets in the securities of the official lists of category “B” due to the legislation currently in force. Hence, there was no sense for securities issuers to pass the listing procedure in this category.
The results of the analysis of the KASE official list of securities for 1998 and 1999 allows for the conclusion that the further liberalisation of the category “B” listing requirements is inappropriate for an extension of the list of traded financial instruments. Unwillingness of companies’ to comply with the listing requirements is not a result of the strictness of these requirements; the evidence shows that if a company is interested in its securities being traded in the organised stock market, it would try to immediately enter the category “A”.
Within the reported period, it was the list of securities admitted to auctions in “Non-listing securities” sector that showed the greatest increase. Unlike the official list, securities are included in the sector not by the initiative of the issuer, but by the initiative of the Exchange members. The results of the year showed that most of the securities presented in the non-listing floor had not been actually quoted. In connection with this, on Apr. 9, 1999 the KASE Board of Directors decided to exclude securities from the trade lists, if within three months since the moment of either their admittance, or of making a recent deals there have been no transactions and quotes on non-listing securities.

Below, complete lists of KASE securities, except SBS, are given along with a brief description of each security or bond, according to the results from 1999 (Tab. 7).
Tab.7: Lists of KASE securities as of Dec. 31, 1999

(C – ordinary registered share, P – preferred registered share, B – bond)
	
	
	
	Transaction volume
	Last
	Capitalisation

	Issuer
	Code
	Security
	units
	‘000 USD
	price
	KZT mln
	USD mln

	Official list, category  “А”
	
	13
	
	
	
	92,945.0
	672.296

	Bank TuranAlem OJSC
	BTAS
	C
	500
	45.2
	90.42
	11,088.3
	80.205

	Bank CenterCredit OJSC
	CCBN
	C
	210
	0.3
	1.52
	1,117.3
	8.081

	Halyk Bank of Kazakhstan OJSC
	HSBK
	С
	244,351
	379.6
	1.95
	8,119.7
	58.732

	KAZKOMMERTSBANK OJSC
	KKGB
	С
	–
	–
	*0.12
	
	

	
	KKGBb
	B
	–
	–
	*100.00
	4,735.3
	34.251

	KAZAKHTELECOM
	KZTK
	C
	82,546
	1 468.7
	28.38
	
	

	

	KZTKp
	P
	221,846
	2 015.3
	5.50
	43,779.1
	316.666

	SHNOS OJSC
	SYRG
	C
	5,133,357
	7 366.8
	1.42
	
	

	
	SYRGp
	P
	–
	–
	*0.01
	16,235.7
	117.437

	Temirbank OJSC
	TEBN
	C
	350
	3.8
	7.24
	
	

	
	TEBNp
	P
	–
	–
	*7.23
	1,000.9
	7.240

	UKTMP JSC
	UTMK
	C
	6,682
	348.8
	50.00
	
	

	
	UTMKp
	P
	–
	–
	1810.41
	6,868.7
	49.683

	Official list, category “B”   
	
	16
	
	
	
	51,614.2
	373.339

	Aluminium of Kazakhstan OJSC
	ALKZ
	C
	–
	–
	183.45
	
	

	
	ALKZp
	P
	–
	–
	*0.72
	25,742.1
	186.200

	BORLY JSC
	BORL
	C
	–
	–
	198.91
	
	

	
	BORLp
	P
	–
	–
	*7.23
	852.6
	6.167

	Bayan-Sulu OJSC
	BSUL
	C
	–
	–
	*1.08
	553.2
	4.001

	TNC Kazchrome OJSC
	KZCR
	C
	1,487
	8.5
	5.70
	
	

	
	KZCRp
	P
	–
	–
	*7.23
	6,386.7
	46.197

	Corporation Kazakhmys OJSC
	KZMS
	C
	130,886
	1,325.5
	9.41
	
	

	
	KZMSp
	P
	118,039
	578.2
	7.60
	6,266.7
	45.329

	Mangistaumunaigas OJSC
	MMGZ
	C
	–
	–
	*7.23
	
	

	
	MMGZp
	P
	111,730
	392.9
	3.50
	10,332.3
	74.736

	NEFTEBANK OJSC
	NFBN
	C
	200
	2.1
	8.77
	1,212.5
	8.770

	Neftechimbank OJSC
	NFCH
	C
	29,730
	430.5
	14.48
	
	

	
	NFCHp
	P
	–
	–
	1826.40
	257.1
	1.859

	Ural-Polyplast OJSC
	URPP
	C
	–
	–
	0.72
	
	

	
	URPPp
	P
	–
	–
	0.72
	11.1
	0.080

	TOTAL in the official list:  
	
	29
	
	
	
	144,559.1
	1,045.636


Table 7 to be continued on the next page
Table 7. (Part 2)

	
	
	
	Transaction volume
	Last
	Capitalisation

	Issuer
	Code
	Security
	units
	‘000 USD
	price
	units
	‘000 USD

	Non-listing  securities sector       
	
	
	
	
	168,325.0
	1,217.540

	First admittance level
	
	3
	
	
	
	132.1
	0.956

	ACCEPT PAGE CJSC
	ACCPb
	B
	–
	–
	*0.72
	–
	–

	RG BRANDS LLP
	RGBRb
	B
	2,500
	254.8
	101.55
	–
	–

	YOUR CHOICE OJSC
	VVIB
	C
	715
	0.4
	0.62
	132.1
	0.956

	Second admittance level
	
	56
	
	
	
	168,192.8
	1,216.585

	GRK ABS-BALKHASH JSCOT
	ABCB
	C
	–
	–
	*72.33
	1,202.8
	8.700

	Atyraugasmontazh JSC
	AGMT
	C
	–
	–
	*1.45
	7.4
	0.053

	Akku JSC

	AKKU
	C
	100
	0.1
	1.13
	105.0
	0.759

	Alaugas OJSC (Taldykorgan)
	ALGT
	C
	–
	–
	*0.14
	0.1
	0.001

	Alaugas JSC (Aktobe)
	ALGZ
	C
	–
	–
	*2.17
	33.3
	0.241

	Aktobemunaigas JSC
	AMGZ
	C
	–
	–
	*10.85
	
	

	
	AMGZp
	P
	47,705
	318.5
	9.48
	14,656.9
	106.017

	ANPZ OJSC
	ANPZ
	C
	2
	0.1
	42.08
	
	

	
	ANPZp
	P
	–
	–
	*25.32
	2,464.8
	17.828

	Atyrauoblgas OJSC
	AOGZ
	C
	–
	–
	*1.45
	29.8
	0.216

	Asem OJSC
	ASEM
	C
	–
	–
	*7.23
	4.2
	0.030

	Aksaigasservice OJSC (Aksai,Western Kazakhstan)
	ASGZ
	C
	2
	0.0
	21.38
	
	

	
	ASGZp
	P
	–
	–
	*0.45
	79,559.4
	575.475

	Atyrau-Nan OJSC
	ATNN
	C
	–
	–
	*1.08
	6.6
	0.048

	Atyraukolik OJSC
	ATUK
	C
	–
	–
	*0.73
	4.8
	0.035

	Autobus park # 3 JSC
	AVP3
	C
	–
	–
	*0.72
	27.1
	0.196

	Bereke JSC
	BERI
	C
	–
	–
	*0.14
	1.4
	0.010

	Chimpharm OJSC
	CHMF
	C
	–
	–
	*2.15
	
	

	
	CHMFp
	P
	–
	–
	*2.15
	1,557.7
	11.267

	Road-bridge constructional industry OJSC
	DMSI
	C
	–
	–
	*14.47
	16.2
	0.117

	Road construction department-62 JSC
	DS62
	C
	–
	–
	*1.52
	5.3
	0.038

	Embamunaigas JSC
	EMGZ
	C
	–
	–
	*1.81
	
	

	
	EMGZp
	P
	15,373
	33.3
	2.17
	1,564.4
	11.315

	AZ Etalon JSC
	ETLN
	C
	–
	–
	*35.30
	1,631.4
	11.800

	Inderbor OJSC
	INDB
	C
	–
	–
	*0.72
	10.6
	0.076

	Indergas OJSC
	INDG
	C
	–
	–
	*1.45
	5.7
	0.042

	KCSK JSCOT
	KCSK
	C
	–
	–
	*0.06
	322.1
	2.330

	Kyrgyzenergo JSC
	KGEN
	C
	–
	–
	*0.06
	29,058.7
	210.189

	Karagandy-Nan JSCOT
	KGNN
	C
	25,000
	0.3
	0.01
	31.2
	0.226

	Kyrgyztelecom JSC
	KGTK
	C
	–
	–
	*0.04
	2,411.8
	17.445

	Kazakhstancaspiyshelf JSC
	KKSH
	C
	2
	0.0
	21.38
	
	

	
	KKSHp
	P
	1
	0.0
	22.73
	1,503.8
	10.878

	Margarine plant JSC (Karaganda)
	KMRZ
	C
	–
	–
	*0.14
	
	

	
	KMRZp
	P
	3,366
	3.8
	1.09
	10.2
	0.074

	Kulsarygas JSC
	KSGZ
	C
	–
	–
	*1.45
	8.0
	0.058

	Karatau-Sut JSC
	KSUT
	C
	–
	–
	*0.72
	4.1
	0.030

	Kazakhlacritsa JSC
	KZLK
	C
	–
	–
	*0.14
	10.8
	0.078

	Oral Zholdary JSC
	ORJD
	C
	70
	0.0
	0.62
	50.5
	0.365

	Rakhat JSC
	RAHT
	C
	–
	–
	*1.81
	600.0
	4.340

	Sairam OJSC
	SIRM
	C
	–
	–
	*3.62
	78.9
	0.570

	SSGPO OJSC
	SSGP
	C
	–
	–
	*7.23
	
	

	
	SSGPp
	P
	–
	–
	*7.23
	6,500.0
	47.016

	SMU-10 JSC
	SU10
	C
	–
	–
	*5.06
	33.1
	0.240

	Sultan JSC
	SULT
	C
	–
	–
	*7.23
	2,959.7
	21.409

	Taskalagasificatsiya JSC
	TKGZ
	C
	–
	–
	*1.32
	5.7
	0.041

	Temrat OJSC
	TMRT
	C
	–
	–
	*0.22
	4.9
	0.036

	Tenizzholkurylysy JSC
	TNJK
	C
	–
	–
	*2.17
	4.2
	0.031

	Transagenstvo JSC
	TRAG
	C
	–
	–
	*1.45
	5.3
	0.038

	Ulbinsky metallurgical plant JSC
	ULBA
	C
	–
	–
	*7.23
	
	

	
	ULBAp
	P
	–
	–
	*7.23
	2,648.3
	19.156

	Uzenmunaigas OJSC
	UMGZ
	C
	2
	0.0
	21.38
	
	

	
	UMGZp
	P
	1
	0.0
	22.73
	18,944.1
	137.028

	Uralskdorstroi OJSC
	URDS
	C
	–
	–
	*7.23
	39.3
	0.284

	Uralsk industrial plant of constructional materials OJSC
	URST
	C
	–
	–
	*10.85
	55.7
	0.403

	VITA LLP
	VITAb
	B
	100,000
	71.0
	0.71
	
	

	Vostokdorstroi JSC
	VKDS
	C
	–
	–
	*0.36
	7.7
	0.056

	TOTAL in the exchange market
	
	
	
	
	
	312,884.1
	2,263.176


*
no transactions concluded. The nominal price is given if necessary, calculated at USD/KZT exchange rate as of Jan. 01, 2000 (KZT138.25 per USD).
Issuers
Below is a brief description of companies whose shares and/or bonds were included in the official list of KASE securities as of the end of 1999.
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	Date of initial registration:
	Oct. 21, 1991

	Address:
	135-zh, Gagarin Ave., Almaty 480060

	Date of first trade:

	Oct. 28, 1997

	Date of first trade:

	KKGB (KKGBb)

	Market price of KKGB as of Dec. 31, 1999, in USD:
	0.12

	Market capitalisation as of Dec. 31, 1999, in USD mln:
	34.251

	Volume of transactions on all kinds of securities for 1999, in USD:
	5,107,921.11


KAZKOMMERTSBANK OJSC is one of the biggest banks in Kazakhstan, according to the size of its assets and the volume of its shareholders equity. In the domestic market the bank follows an aggressive policy directed toward the continuous expansion of its scope of activity. A wide-scale debut in the external capital market (USD157 mln in syndicated loans were attracted between June 1997 and November 1999) was connected with significant growth in the number of its clients and new opportunities emerged in those sectors of the economy that specialists of the bank considered as most promising: oil and gas, transport and telecommunications, food industry, power industry and agriculture. The bank provides services to large and middle-sized Kazakhstan industrial enterprises, high-level income individuals and trans-national companies working in Kazakhstan.

‘000 KZT
	Indicator
	As of Jan. 01, 1997
	As of Jan. 01, 1998
	As of Jan. 01, 1999
	As of Oct. 10, 1999

	Authorised capital (paid up)
	1,522,349
	2,830,500
	2,854,288
	2,938,820

	Shareholders equity
	3,326,025
	8,421,371
	9,537,007
	10,732,582

	Assets
	20,149,580
	34,959,676
	49,308,414
	71,702,112

	Loan portfolio
	10,099,783
	21,324,534
	32,308,166
	49,335,685

	Clients’ deposits
	10,900,962
	12,496,255
	26,927,883
	16,516,310

	Net profit
	790,107
	861,126
	1,046,166
	1,232,332


[image: image16.wmf]
	Date of initial registration:
	Jan. 20, 1994

	Address:
	26, Masanchi St., Almaty 480083

	List of KASE securities, category:
	official list “A”

	Date of first trade:
	July 30, 1998

	Trade code at KASE:
	HSBK

	Market price of HSBK as of Dec. 31, 1999, in USD:
	1.95

	Market capitalisation as of Dec. 31, 1999, in USD mln:
	58.732

	Volume of transactions on all kinds of securities for 1999, in USD:
	379,579.36


Halyk Bank of Kazakhstan OJSC is one of the biggest bank in the country, by both the size of its shareholders equity and assets. The bank has the most extensive network of branch offices, which at the end of 1998 consisted of 14 regional and 165 district offices, 1,359 structural subdivisions and one agency. The main source of assets attraction for the bank is clients’ deposits, which as of the end of 1998 were 93.9% of the total liabilities. By the absolute volume of the individuals deposits attracted, the bank is the leader. According to the National Bank, at the end of November 1999, the bank’s individual deposits came to 49.0% of all the deposits of individuas in Kazakhstan.
‘000 KZT
	Indicator
	As of Jan. 01, 1997
	As of Jan. 01, 1998
	As of Jan. 01, 1999
	As of Oct. 10, 1999

	Authorised capital (paid up)
	761,797
	1,400,001
	3,011,900
	3,011,900

	Shareholders equity
	3,211,191
	3,344,781
	4,805,297
	4,961,603

	Assets
	29,853,805
	37,784,731
	39,734,234
	48,875,002

	Loan portfolio
	14,355,112
	16,034,745
	17,884,014
	20,503,015

	Clients’ deposits
	23,294,014
	31,870,358
	32,794,269
	37,442,206

	Net profit
	779,525
	243,862
	552,524
	580,142


As of Jan. 01, 2000 (the fourth emission was registered on November 9, 1999) Authorised paid up capital of Halyk Bank of Kazakhstan OJSC was 3,615,066,600KZT.
	Date of initial registration:[image: image17.wmf] 


	Jan. 27, 1997

	Address:
	55, Aiteke bi St., Almaty 480091

	List of KASE securities, category:
	official list “A”

	Date of first trade:
	Sep. 21, 1999

	Trade code at KASE:
	BTAS

	Market price of BTAS as of Dec. 31, 1999, in USD:
	90.42

	Market capitalisation as of Dec. 31, 1999, in USD mln:
	80.205

	Volume of transactions on all kinds of securities for 1999, in USD:
	45,210.00


Bank TuranAlem OJSC was established on Jan. 15, 1997 as a result of the merger of AB AlemBank Kazakhstan and KAB Turanbank. At present it is a full-service bank, which renders the entire range of banking services available in the Kazakhstan market. Among the bank’s clients are the biggest power, telecommunication, transport, oil and gas enterprises, metal exporting companies and others. The share of retail banking services rendered by Bank TuranAlem OJSC is 15% of the market. The bank is the second in number of individual depositors after Halyk Bank of Kazakhstan OJSC, although it outnumbers Halyk Bank of Kazakhstan in the rate of growth in individual depositors. As of the beginning of 1999 the bank possessed 22 branch offices all over the country.
‘000 KZT
	Indicator
	
	As of Jan. 01, 1998
	As of Jan. 01, 1999
	As of Oct. 01, 1999

	Authorised capital (paid up)
	
	7,720,230
	8,870,230
	8,870,230

	Shareholders equity
	
	1,343,182
	4,362,594
	5,115,976

	Assets
	
	12,912,122
	19,003,331
	39,156,216

	Loan portfolio
	
	5,933,653
	11,405,038
	22,076,668

	Clients’ deposits
	
	10,655,299
	12,190,974
	26,381,734

	Net profit (loss)
	
	(6,251,353)
	1,867,698
	752,445


As of Jan. 01, 2000 (the fifth emission was registered on Dec. 23, 1999) the authorised declared capital of Bank TuranAlem OJSC was 12,870,230 thousand KZT.
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	Jan. 20, 1994

	Address:
	100, Shevchenko St., Almaty 480072

	List of KASE securities, category:
	official list “A”

	Date of first trade:
	June 29, 1999

	Trade code at KASE:
	CCBN

	Market price of CCBN as of Dec. 31, 1999, in USD:
	1.52

	Market capitalisation as of Dec. 31, 1999, in USD mln:
	8.081

	Volume of transactions on all kinds of securities for 1999, in USD:
	280.20


In June 1998 Bank CenterCredit OJSC merged with Zhilstroibank CJSC. As a result the united bank, Bank CenterCredit OJSC was established and registered. The bank is a fill-service second-tier bank, which provides its clients with a whole range of banking services, and is an active participator in all fields of its activities. The bank has 22 branch offices and 8 cash settlement departments in regions throughout the country. The bank’s share is 9% of the deposit market of Kazakhstan. The attracted assets of individuals (4.8% of the total market) and legal entities (11.6%) form the basis of the bank’s resource potential. As of Oct. 1, 1999 deposits were 75.3% of the total liabilities of the bank.
‘000 KZT
	Indicator
	As of Jan. 01, 1997
	As of Jan. 01, 1998
	As of Jan. 01, 1999
	As of Oct. 10, 1999

	Authorised capital (paid up)
	104,935
	550,000
	1,003,313
	1,062,834

	Shareholders equity
	478,900
	719,734
	1,232,984
	1,315,919

	Assets
	2,682,601
	4,277,908
	10,250,426
	11,795,670

	Loan portfolio
	1,302,193
	2,267,531
	6,157,797
	6,795,571

	Clients’ deposits
	1,694,014
	2,974,492
	7,223,094
	7,893,112

	Net profit (loss)
	32,786
	7,588
	121,157
	95,575
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	Mar. 26, 1992

	Address:
	80, Shevchenko St., Almaty 480091

	List of KASE securities, category:
	official list “A”

	Date of first trade:
	Oct. 26, 1998

	Trade code at KASE:
	TEBN (TEBNp)

	Market price of TEBN as of Dec. 31, 1999, in USD:
	7.24

	Market price of TEBNp as of Dec. 31, 1999, in USD:
	7.23

	Market capitalisation as of Dec. 31, 1999, in USD mln:
	7.240

	Volume of transactions on all kinds of securities for 1999, in USD:
	3,798.43


The Temirbank OJSC is a full-service financial institution rendering a wide range of services and serving large enterprises in  the transport, power, oil and mining industries, trade and other sectors of the economy. Thanks to its individual approach and high-quality service, Temirbank OJSC has managed to extend the number of its clients within a short period. The network of the bank’s branch offices covers almost all the regions of the country and consists of 23 offices. The main source of attracted assets for the bank is clients’ deposits, the share of which in the total amount of the bank’s liabilities has been 92% for the last three years. 

‘000 KZT
	Indicator
	As of Jan. 01, 1997
	As of Jan. 01, 1998
	As of Jan. 01, 1999
	As of Oct. 10, 1999

	Authorised capital (paid up)
	250,000
	500,000
	991,047
	991,047

	Shareholders equity
	916,430
	1,057,956
	1,406,048
	1,411,256

	Assets
	2,798,942
	3,245,904
	5,467,137
	8,374,492

	Loan portfolio
	451,870
	1,602,916
	2,300,398
	3,724,396

	Clients’ deposits
	1,820,793
	1,993,580
	3,735,036
	6,436,460

	Net profit (loss)
	268,433
	104,824
	208,694
	99,920
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	Dec. 01, 1994

	Address:
	51 A, Moskovskaya St., Astana 480091

	List of KASE securities, category:
	official list “A”

	Date of first trade:
	Oct. 28, 1997

	Trade code at KASE:
	KZTK (KZTKp)

	Market price of KZTK as of Dec. 31, 1999, in USD:
	28.38

	Market price of KZTKp as of Dec. 31, 1999, in USD:
	5.50

	Market capitalisation as of Dec. 31, 1999, in USD mln:
	316.666

	Volume of transactions on all kinds of securities for 1999, in USD:
	3,483,969.83


KAZAKHTELECOM is the national telecommunication operator in the country: it has the license to provide telecommunication business services in Kazakhstan and holds the exclusive right for international and long-distance communication services. The structural departments of KAZAKHTELECOM are allocated throughout the country. The technical potential of the company includes the primary telephone network (cable, radio-relay, satellite and aerial lines); the secondary telephone network (automatic telephone systems), international telecommunication services of telephone communication (802 direct telephone channels to stations in 17 countries, cooperation with 22 international telecommunication companies), and telegraph and telex communications. In addition, in 1999 the company completed three phases (of five) on the construction of the National Satellite Communication Network construction project (NSCN) DAMA (52 stations had been installed, including 21 put into operation).
‘000 KZT
	Indicator
	As of Jan. 01, 1997
	As of Jan. 01, 1998
	As of Jan. 01, 1999
	As of Oct. 10, 1999

	Authorised Capital (paid up)
	12,136,529
	12,136,529
	12,136,529
	12,136,529

	Shareholders equity
	38,420,237
	34,552,153
	36,286,874
	30,658,697

	Sales of goods and services
	30,573,068
	22,583,001
	23,528,306
	21,330,139

	Cost of goods & services sold
	13,527,172
	13,493,329
	14,146,487
	12,242,546

	Net profit (loss)
	11,366,802
	1,419,566
	2,398,235
	(1,298,081)
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	Date of initial registration:
	Dec. 31, 1993

	Address:
	5 km, Lengerskoye highway, Shymkent 486050

	List of KASE securities, category:
	official list “A”

	Date of first trade:
	Oct. 28, 1997

	Trade code at KASE:
	SYRG (SYRGp)

	Market price of SYRG as of Dec. 31, 1999, in USD:
	1.42

	Market price of SYRGp as of Dec. 31, 1999, in USD:
	0.01

	Market capitalisation as of Dec. 31, 1999, in USD mln:
	117.437

	Volume of transactions on all kinds of securities for 1999, in USD:
	7,366,801.30


The main operating activities of the company are production, refining of oil and oil products and commercial activity in these fields. The annual refining capacity is 7 mln tons of crude oil. From 1996 to 1997 the average capacity level of refining was 47%, in 1997-1998 it was 51%. The main source of hydrocarbon raw materials for SHNOS OJSC is the Kumkol oil reserve, which share in the total volume of supplied raw materials is 82.24%. Among the biggest suppliers of raw materials HurricaneKumkolMunai OJSC takes leading position - 75.60% of total supply, the next largest supplier is Aktobemunaigas OJSC (including oil supplies of 6.51%, and gas-condensate - 5.44%); other suppliers including Tengizchevroil, Kazakhoil, Almex, Surgutneftegas, Boxplant Kaz take 12.45%.
‘000 KZT
	Indicator
	As of Jan. 01, 1997
	As of Jan. 01, 1998
	As of Jan. 01, 1999
	As of Oct. 10, 1999

	Authorised capital (declared)
	83,097
	83,097
	83,097
	100,000

	Authorised capital (paid up)
	83,097
	83,097
	83,097
	83,096

	Shareholders equity
	7,229,933
	10,177,452
	11,301,652
	9,180,923

	Sales of goods and services
	12,531,225
	15,250,823
	18,705,022
	21,231,060

	Cost of goods & services sold
	9,469,194
	10,953,184
	13,322,730
	13,424,208

	Net profit
	981,111
	2,511,988
	2,279,844
	3,313,696


UST-KAMENOGORSK TITANIUM-MAGNESIUM PLANT OJSC

[image: image22.wmf] 


	Date of initial registration:
	Nov. 11, 1993

	Address:
	Ust-Kamenogorsk 492028

	List of KASE securities, category:
	official list “A”

	Date of first trade:
	Oct. 28, 1997

	Trade code at KASE:
	UTMK (UTMKp)

	Market price of UTMK as of Dec. 31, 1999, in USD:
	50.00

	Market price of UTMKp as of Dec. 31, 1999, in USD:
	10.41

	Market capitalisation as of Dec. 31, 1999, in USD mln:
	49.683

	Volume of transactions on all kinds of securities for 1999, in USD:
	348,849.83


The main activity of UKTMP OJSC is the production of high-quality titanium sponges. According to the assessments of numerous experts, the titanium sponges produced by UKTMP OJSC are the best in the world; they have given the sponges the highest grade rating. Thanks to this certification, the plants products enjoy a high demand in the world market. Apart from titanium sponge, the plant manufactures refined metallic magnesium for domestic needs and commercial magnesium (bars, powder). The company’s raw material base allocated in Canada, the Ukraine (titanic slag), Russia (non-traditional materials for magnesium production) and Kazakhstan (potential base, ilmenite concentrates from Obukhovskoye, Shokashskoye, Kara-Okelskoye and Satpayevskoye deposits).
‘000 KZT
	Indicator
	As of Jan. 01, 1997
	As of Jan. 01, 1998
	As of Jan. 01, 1999
	As of Oct. 10, 1999

	Authorised capital (paid up)
	21,582
	21,582
	21,582
	21,582

	Shareholders equity
	2,986,706
	4,239,294
	5,337,632
	5,345,435

	Sales of goods and services
	3,576,408
	6,301,253
	7,384,749
	4,379,869

	Cost of goods & services sold
	2,546,792
	4,443,206
	5,426,438
	3,319,918

	Net profit (loss)
	157,862
	897,986
	644,371
	(70,588)


ALUMINIUM OF KAZAKHSTAN

OJSC
[image: image23.wmf] 


	Date of initial registration:
	Jan. 05, 1994

	Address:
	Pavlodar 637020

	List of KASE securities, category:
	official list “B”

	Date of first trade:
	Oct. 28, 1997

	Trade code at KASE:
	ALKZ (ALKZp)

	Market price of UTMK as of Dec. 31, 1999, in USD:
	3.45

	Market price of UTMKp as of Dec. 31, 1999, in USD:
	0.72

	Market capitalisation as of Dec. 31, 1999, in USD mln:
	186.200

	Volume of transactions on all kinds of securities for 1999, in USD:
	–


Aluminium of Kazakhstan OJSC was established as a result of the merger of Pavlodar Aluminium Plant, Turgaiskoye Boxite Ore Department, Krasnooktyabrskoye Boxite Ore Department” and Keregetas joint-stock companies. The company produces alumina, gallium, aluminium sulphate, and fireproof clay, and is the biggest (and one of the world’s biggest) producer of high-grade gallium (grade 6N (99.9999%) and 7N (99.99999%)) in the CIS. In 1993 the plant developed the production of aluminium sulphate, a coagulant for water purification. The plant’s raw material base are low-grade high-silica bauxite deposits of the Northern Kazakhstan (Krasnooktyabrskoye and Turgaiskoye bauxite ore departments).The company plans to utilise bauxite mines of the new Severny and Eastern-Ayatsky deposits. The plant annually processes about 4 mln tons of bauxite.
‘000 KZT
	Indicator
	As of Jan. 01, 1997
	As of Jan. 01, 1998
	As of Jan. 01, 1999
	As of Oct. 10, 1999

	Authorised capital (paid up)
	5,806,229
	5,806,229
	5,827,175
	5,827,175

	Shareholders equity
	5,195,279
	6,456,874
	6,956,317
	10,065,234

	Sales of goods and services
	12,797,089
	13,162,988
	14,103,257
	12,713,491

	Cost of goods & services sold
	11,354,833
	11,047,205
	11,529,333
	8,837,566

	Net profit (loss)
	520,867
	290,032
	98,381
	3,367,434


BORLY 
Head Joint-Stock Company 
of open type
	Date of initial registration:
	Apr. 30, 1996

	Address:
	13, 40 let Kazakhstana St., Karaganda 470051

	List of KASE securities, category:
	official list “B”

	Date of first trade:
	Dec. 23, 1997

	Trade code at KASE:
	BORL (BORLp)

	Market price of BORL as of Dec. 31, 1999, in USD:
	8.91

	Market price of BORLp as of Dec. 31, 1999, in USD:
	7.23

	Market capitalisation as of Dec. 31, 1999, in USD mln:
	6.167

	Volume of transactions on all kinds of securities for 1999, in USD:
	–


Borly Head JSCOT includes four branch joint-stock companies: Kuu-Chekinsky open-cast mine (Kuu-Cheinsky deposit: production and supply of coal by open-cut mining), Molodyozhny open-cast mine (Borlinsky deposit: production and supplies of coal), Nurinskoye PTU (railway service, coal haulage), and Prishahtinskaya Motor Depot  (transportation services). Besides the production of raw coal of KZh and KR grades by branch companies, Borly JSC produces and supplies fresh water (underground water deposits Verhny bief and Borlinskoye) and building stones for road-metal production.

‘000 KZT
	Indicator
	As of Jan. 01, 1997
	As of Jan. 01, 1998
	As of Jan. 01, 1999
	As of Oct. 10, 1999

	Authorised capital (paid up)
	694,947
	694,947
	694,947
	694,947

	Shareholders equity
	1,351,891
	1,427,696
	1,674,141
	1,666,909

	Sales of goods and services
	2,537,458
	2,658,109
	3,126,189
	1,806,588

	Cost of goods & services sold
	2,121,240
	2,194,968
	1,789,643
	1,021,004

	Net profit (loss)
	294,202
	315,067
	258,151
	(7,232)
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Date of initial registration:
	Sep. 30, 1993

	Address:
	198, 19 Avgusta St., Kostanai 458006

	List of KASE securities, category:
	official list “B”

	Date of first trade:
	Aug. 25, 1998

	Trade code at KASE:
	BSUL

	Market price of BSUL as of Dec. 31, 1999, in USD:
	1.09

	Market capitalisation as of Dec. 31, 1999, in USD mln:
	4.001

	Volume of transactions on all kinds of securities for 1999, in USD:
	–


Bayan-Sulu OJSC began as a Kostanai candy shop. The main activity of the company is the production of confectionery. The produced goods include an assortment of sweets candied with chocolate, non-glazed candies, caramel, chocolate, marshmallow, fruit jelly, pastry, wafers, and cakes. Since 1997 the company has been producing oriental sweets and macaronis. The company produces over 130 types of products. In addition, the company produces its own labels and wrappings, manufacturing a wide range of polygraph products (labels, boxes and film packages) with the company’s modern equipment enough to meet its own needs.

‘000 KZT
	Indicator
	As of Jan. 01, 1997
	As of Jan. 01, 1998
	As of Jan. 01, 1999
	As of Oct. 10, 1999

	Authorised capital (declared)
	6,800
	345,000
	1,000,000
	1,000,000

	Authorised capital (paid up)
	6,800
	345,000
	508,172
	553,172

	Shareholders equity
	281,946
	426,895
	569,836
	507,405

	Sales of goods and services
	1,238,731
	1,353,560
	1,136,613
	544,625

	Cost of goods & services sold
	828,056
	1,015,616
	911,886
	478,703

	Net profit (loss)
	151,611
	38,521
	46,351
	(62,234)


KAZCHROME
Transnational company
	Date of initial registration:
	Oct. 20, 1995

	Address:
	56, Kunayev St., Almaty 480002

	List of KASE securities, category:
	official list “B”

	Date of first trade:
	Oct. 28, 1997

	Trade code at KASE:
	KZCR (KZCRp)

	Market price of KZCR as of Dec. 31, 1999, in USD:
	5.70

	Market price of KZCRp as of Dec. 31, 1999, in USD:
	7.23

	Market capitalisation as of Dec. 31, 1999, in USD mln:
	46.197

	Volume of transactions on all kinds of securities for 1999, in USD:
	8,473.26


TNC Kazchrome OJSC has the only branch, Aksusky plant of ferro-alloys and it possesses 90% of shares of Ferro-Chrome and Donskoi GOK joint-stock companies. The main types of products produced include high-carbon ferrochromium, ferrosilcon, ferrochrome silicon and ferromanganese silicon. The company’s major consumers (over 95%) are steel industries in Europe, the Far East, the USA, and CIS countries. The company plans to penetrate into the markets of Australia, the Persian Gulf, the Middle East, India, and some South American countries. The main suppliers of raw ore materials (chrome and manganese ores, and quartzite) include mining enterprises in Zhezkazgan and Karaganda oblasts, which keep the plant busy thanks to long-term, mutually beneficial contracts. In the near future, the company plans to start the development of TUR manganese deposit in the Zhezkazgan oblast. Metal recycling plants of Kazakhstan supply metal shavings, and the Altai coke-chemical plant and Nizhny-Tagil metallurgical plant (Russia) deliver coke.

‘000 KZT
	Indicator
	
	As of Jan. 01, 1997
	As of Jan. 01, 1998
	As of Jan. 01, 1999

	Authorised capital (paid up)
	
	7,903,485
	7,903,485
	7,903,485

	Shareholders equity
	
	19,031,769
	19,868,827
	22,832,769

	Sales of goods and services
	
	12,635,806
	21,229,999
	19,275,959

	Cost of goods & services sold
	
	12,275,366
	19,112,509
	19,634,163

	Net profit (loss)
	
	(584,940)
	(839,565)
	(1,932,666)
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CORPORATION

KAZAKHMYS
	Date of initial registration:
	Nov. 19, 1992

	Address:
	1, Metallurgov St., Zhezkazgan 477000

	List of KASE securities, category:
	official list “B”

	Date of first trade:
	May 14, 1998

	Trade code at KASE:
	KZMS (KZMSp)

	Market price of KZMS as of Dec. 31, 1999, in USD:
	9.41

	Market price of KZMSp as of Dec. 31, 1999, in USD:
	7.60

	Market capitalisation as of Dec. 31, 1999, in USD mln:
	45.329

	Volume of transactions on all kinds of securities for 1999, in USD:
	1,903,632.95


Corporation Kazakhmys OJSC is a multi-purpose mining-metallurgical enterprise with a complete manufacturing cycle: from ore mining to manufacturing of integrated products. The company’s raw material base is copper ore from the Zhezkazganskoye deposit. The company produces the following: cathode copper (main product), gold and silver (bars, granules), copper rod, lead (concentrates and powders), zinc (concentrate) and others. The main cathode copper consumers are European countries (39%), followed by Turkey (22%), Greece (14%), Saudi Arabia (13%), China (7%), South Korea (6%). Precious metals are supplied to SAMSUNG (Republic of Korea, Seoul), Mark Rich (Zug, Switzerland), and Kazakhstan banks. Lead powder is supplied to ASPMK-19 company (Republic of Kazakhstan).

‘000 KZT
	Indicator
	As of Jan. 01, 1997
	As of Jan. 01, 1998
	As of Jan. 01, 1999
	As of July 10, 1999

	Authorised capital (paid up)
	98,231
	98,231
	98,231
	98,231

	Shareholders equity
	22,223,465
	32,680,450
	32,86,039
	25,170,853

	Sales of goods and services
	30,676,914
	50,921,962
	49,562,842
	28,803,588

	Cost of goods & services sold
	20,465,776
	32,118,331
	36,702,170
	17,227,513

	Net profit (loss)
	7,197,022
	3,780,396
	(4,017,649)
	(3,381,850)
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MANGIZSTAUMUNAIGAS
Open Joint-Stock Company
	Date of initial registration:
	June 15, 1995

	Address:
	1, micro-district 6, Aktau 466200

	List of KASE securities, category:
	official list “B”

	Date of first trade:
	Oct. 28, 1997

	Trade code at KASE:
	MMGZ (MMGZp)

	Market price of MMGZ as of Dec. 31, 1999, in USD:
	7.23

	Market price of MMGZp as of Dec. 31, 1999, in USD:
	3.50

	Market capitalisation as of Dec. 31, 1999, in USD mln:
	74.736

	Volume of transactions on all kinds of securities for 1999, in USD:
	392,852.53


The main product of Mangistaumunaigas OJSC is oil, as well as its by-product, gas. The raw materials’ source of the company is oil and gas and gas-condensate fields of Mangistau oblast: Asar, Burmasha, Kalamkas, Alatobe, Zhetybai, Karagie Severnoye, Zhetybai Vostochny, Zhetybai Yuzhny, Bekturly, Oimasha, Atchiagar, Airantakyr, Akkar Severniy, Pridorozhnoye, Atambai-Sartyube. In 1998 the company produced 3.3 mln tons of oil. The major oil consumers are the Atyrau and Pavlodar refineries. About 60% of all the oil produced is sold in the Kazakhstan domestic market, the rest is exported. The annual export volume is 1.0 to 1.65 mln tons.
‘000 KZT
	Indicator
	As of Jan. 01, 1997
	As of Jan. 01, 1998
	As of Jan. 01, 1999
	As of Oct. 10, 1999

	Authorised capital (paid up)
	10,894,602
	10,894,602
	10,894,602
	10,894,602

	Shareholders equity
	28,309,316
	7,820,449
	10,922,693
	31,417,413

	Sales of goods and services
	29,927,190
	21,048,117
	16,968,245
	29,361,558

	Cost of goods & services sold
	15,349,715
	14,158,209
	10,378,083
	7,457,775

	Net profit (loss)
	7,969,190
	(19,136,373)
	5,205,824
	19,831,303
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NefteBank
	Date of initial registration:
	Sep. 01, 1993

	Address:
	Aktau, Mangistau oblast, 466200

	List of KASE securities, category:
	official list “B”

	Date of first trade:
	Apr. 29, 1998

	Trade code at KASE:
	NFBN

	Market price of BSUL as of Dec. 31, 1999, in USD:
	10.00

	Market capitalisation as of Dec. 31, 1999, in USD mln:
	10.000

	Volume of transactions on all kinds of securities for 1999, in USD:
	2,053.25


NEFTEBANK OJSC is a private bank initiated by regional oil companies. The main direction of its activities and the major source of revenues is the financing of the oil companies working in the region. Apart from efforts to strengthen its positions in the developed sectors of the financial market, the bank plans to implement several new large-scale programs. These programs include plans to increase the bank’s branch network, representation offices and subsidiary structures, and efforts to increase the volume of its own investments in promising Kazakhstan enterprises.  The bank also plans to stir up its operations in the stock market.
‘000 KZT
	Indicator
	As of Jan. 01, 1997
	As of Jan. 01, 1998
	As of Jan. 01, 1999
	As of Oct. 10, 1999

	Authorised capital (declared)
	184,923
	550,000
	1,000,000
	1,000,000

	Authorised capital (paid up)
	184,923
	324,818
	479,197
	551,141

	Shareholders equity
	544,789
	736,660
	852,006
	999,847

	Assets
	949,418
	1,381,799
	1,566,121
	2,141,392

	Loan portfolio
	474,102
	705,136
	1,078,699
	1,413,867

	Clients’ deposits
	403,459
	635,547
	672,915
	980,469

	Net profit (loss)
	140,725
	174,779
	89,767
	53,701


NeftechimBank
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	Date of initial registration:
	Apr. 01, 1994

	Address:
	9, Divaev St., Shymkent 480013

	List of KASE securities, category:
	official list “B”

	Date of first trade:
	Sep. 19, 1997

	Trade code at KASE:
	NFCH (NFCHp)

	Market price of NFCH as of Dec. 31, 1999, in USD:
	14.48

	Market price of NFCHp as of Dec. 31, 1999, in USD:
	26.40

	Market capitalisation as of Dec. 31, 1999, in USD mln:
	1.859

	Volume of transactions on all kinds of securities for 1999, in USD:
	430,490.40


Neftechimbank OJSC is a full-service financial institution rendering a whole range of banking services. The bank presented at all sectors of the country’s financial market. The main source of the bank’s credit facilities comes mainly from the current accounts and deposits of its clients, which as of Oct. 1, 1999 were 44% of the total amount of bank’s liabilities. The main clients of the bank are oil and gas, chemical, petrochemical enterprises, oil exploring companies, enterprises of the air communication and construction industry, and cotton-sowing and cotton-processing farms.
‘000 KZT
	Indicator
	As of Jan. 01, 1997
	As of Jan. 01, 1998
	As of Jan. 01, 1999
	As of Oct. 10, 1999

	Authorised capital (declared)
	90,772
	213,000
	213,000
	1,100,000

	Authorised capital (paid up)
	90,772
	213,000
	188,000
	213,000

	Shareholders equity
	102,981
	342,846
	334,250
	332,728

	Assets
	1,216,053
	1,026,313
	1,037,625
	1,585,752

	Loan portfolio
	140,890
	459,480
	544,621
	1,060,752

	Clients’ deposits
	364,944
	629,657
	695,709
	546,564

	Net profit (loss)
	7,420
	27,083
	28,183
	2,046


Ural-Polyplast
Open Joint-Stock Company
	Date of initial registration:
	Dec. 30, 1993

	Address:
	68, Shtyby St., Uralsk (western Kazakhstan) 417029

	List of KASE securities, category:
	official list “B”

	Date of first trade:
	Aug. 2, 1999

	Trade code at KASE:
	URPP (URPPp)

	Market price of URPP as of Dec. 31, 1999, in USD:
	0,72

	Market price of URPPp as of Dec. 31, 1999, in USD:
	0,72

	Market capitalisation as of Dec. 31, 1999, in USD mln:
	0,080

	Volume of transactions on all kinds of securities for 1999, in USD:
	–


Ural-Polyplast OJSC produces over 60 kinds of products, including plastic crockery, sanitary engineering goods, packing articles, plastic pipes, insulating laying for railways, etc. The consumers of manufactured products are constructional and commercial companies, producers of alcohol and soft beverages, the food industry, snack-bars, cafes and individuals. The company has a monopoly with its products in western Kazakhstan. The major sales market of its products are Uralsk, Kostanai, Aktobe and Almaty (Kazakhstan); Russia bordering regions(Samara and Bashkortostan), as well as southern Russian cities (Sevastopol and Krasnodar). The main suppliers of raw materials (polyethylene, polypropylene) are Kazakhstan (Atyrau, Aktau) and Russian (Kazan, Ufa, Samara) petrochemical companies.
‘000 KZT
	Indicator
	As of Jan. 01, 1997
	As of Jan. 01, 1998
	As of Jan. 01, 1999
	As of Oct. 10, 1999

	Authorised capital (paid up)
	1,109
	11,092
	11,092
	11,092

	Shareholders equity
	28,459
	34,955
	26,652
	20,729

	Sales of goods and services
	29,036
	21,427
	32,816
	8,793

	Cost of goods & services sold
	24,895
	20,310
	29,298
	11,160

	Net profit (loss)
	61
	(939)
	5,288
	(5,774)


Capitalisation

Fig. 5: Changes in the capitalisation 

of the companies broken down by listing categories of KASE (in USD mln)
For the reported period, the capitalisation of the Kazakhstan exchange market grew from USD1,843.9 to 2,263.2 mln20, i.e. 1.2 times or by USD428.2 mln. The growth expressed in tenge came to 312.9 from 153.8 bln. In 1998 capitalisation increased (in USD) 1.4 times or by USD494.1 mln, and from 101.3 to 153.8 bln (in tenge).
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In 1999 capitalisation increased exclusively, thanks to the “Non-listing securities” sector extension (Fig. 5). For the year, the total market (in most instances, nominal, see Tab. 7) value of the KASE non-listed companies increased 8.8 times, i.e. by USD1,078.2 mln. For the same period the listing “A” decreased by USD179.0 mln (21.0%), the listing “B” - byUSD 471.7 mln (55.8%). The latter was also not predetermined by the dynamics of securities price, but changes to the lists.

A significant increase of the stock market capitalisation was caused by the inclusion of shares of only three companies (Aksaigasservice OJSC (Aksai, western Kazakhstan); Uzenmunaigas OJSC (Zhanaozen, Mangistau oblast, Kazakhstan); and Kyrgyzenergo JSC (Bishkek, Kyrgyzstan), into the “Non-listing securities” sector. As of the beginning of 2000 the “market” value of Aksaigasservice OJSC determined by the two deals (for one ordinary and one preference shares) concluded in the year, is USD575.5 mln, i.e. 25.4% of the capitalisation of the whole securities stock market. Market shares of other companies are somewhat less: Uzenmunaigas OJSC - USD137.0 mln (three shares sold for the year); Kyrgyzenergo JSC - USD210.2 mln (no deals made and capitalisation was calculated at the nominal cost). 

Fig. 6: Changes in the sectoral division 
of KASE trade lists (capitalization
in mln USD)
Fig. 7: Changes in the sectoral division 
of KASE trade lists (number 
of securities)
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Sectoral division

In 1999 the results of the sectoral structure analysis of the KASE securities lists (Fig.6) allow to mark out the following regularities:
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An abrupt growth in the market capitalisation, which is being controlled by the FEC21, was exclusively caused, as it was mentioned above, by modification of the securities trade lists and first of all, of the non-listing securities. The appearance of such companies as Aksaigasservice OJSC, Uzenmunaigas OJSC and Kyrgyzenergo JSC at the non-listing trade floor resulted in the capitalisation growth of this sector by USD922.7 mln at once. The influence of price dynamics on securities that had been included in the trade lists earlier was completely eliminated by the above-mentioned changes and did not affect anyhow the sectoral division.

On the other hand, the appearance of shares of the mentioned companies at KASE in the second half of the year was not accidental despite their extremely low liquidity and reflects general trends in the Kazakhstan economy caused by growing oil prices in the world markets. (Fig. 9). The latter circumstance created favourable preconditions for the growth of the capitalisation level of fuel and energy sector companies. This, in its own turn, resulted in the necessity to introduce companies’ shares into the organised market to fix their market price. Unfortunately, in the reported year brokers came to nothing more than fixation of prices. Thus, due to this context, these fixed prices could hardly be considered as market prices.

2. The double reduction of the KASE metallurgical sector22 capitalisation was a rare instance when the capitalisation dynamics was mainly affected by changing market prices of traded shares. Such big issuers as UKTMP OJSC, Aluminium of Kazakhstan OJSC, TNC KAZCHROME OJSC and Corporation Kazakhmys OJSC mainly controlled the sector. According to the assessment methodology used at KASE23, the price of ordinary shares of the first company reduced in the year by 33.5%; the price of shares of the second one did not change (shares were not traded); and the price of shares of the third one reduced by 82.0%, while of the fourth one - by 60.6% in USD terms. Losses in the sector’s capitalisation were partially covered by inclusion of SSGPO OJSC24 shares in the trade lists, yet not quite completely.

It should be mentioned that the above referenced share price fall was not connected to the financial and economic activities of their issuers and the world market conditions (Fig. 8), but due to absolutely different, mainly the stock market conditions. Brokers would often resale shareholdings of these companies at KASE using mechanisms of direct transactions which protected from outside interference. Thus they settled either their own financial problems or problems of their clients. The price of one of the most actively traded instruments, ordinary shares of Corporation Kazakhmys OJSC was often understated due to the absence of any demand along with a limited number of investors interested in these shares. There are some other examples as well. However, it is impossible to ignore the influence of the prolonged lack of investors’ demand for shares of Kazakhstan industrial enterprises. Undoubtedly, it somehow affected KASE metallurgical sector capitalisation dynamics.

3. At first glance a significant fall of the financial sector capitalisation is astonishing, considering the above-mentioned (chapter “Securities”). In this case the fall was exclusively  caused  by changes in the structure of the KAZKOMMERTSBANK OJSC issue made in 1999. Before the reported year shares of the bank’s five emissions denominated in tenge were traded at KASE. The last price of these shares fixed in 1998 was KZT80 per unit or USD0.95 according to the KASE’s exchange rate at the end of the year. This conformed to the market capitalisation of the company of USD272.5 mln. In the reported year the bank registered the sixth emission in USD at the face value of a share of USD0.12, while the previous issues were annulled. As in 1999 no transactions were concluded on the bank’s shares, KASE had to accept the face value of [image: image32.emf]Banks

66.0%

Clients 

of the 

banks

0.4%

PAMC

33.6%

Demand

$1.802

mln

PAMC

55.7%

Banks

43.6%

Clients 

of the 

banks

0.7%

Results

of the auction

$1.085

mln

shares as an offset against KAZKOMMERTSBANK OJSC capitalisation. As a result the bank’s capitalisation instantly dropped by USD238.2 mln to USD34.3 mln. The inclusion of shares of Bank TuranAlem OJSC (USD80.2 mln), Bank CenterCredit OJSC (USD8.1 mln) and Temirbank OJSC (USD7.2 mln) in the official list could not compensate this loss.

To be fair, it is necessary to mention that shares of the KAZKOMMERTSBANK OJSC in the form of depository receipts were being actively traded in 1999 at European exchanges. According to REUTER’s data, at the beginning of 2000 the price of receipts varied from EUR7.81 to 8.00, i.e. USD7.87 to 8.06 (or USD0.26 to 0.27 per share). If we take into consideration this price, the bank’s capitalisation was USD75.6 mln at the end of reported period. Correspondingly, the share of the financial sector capitalisation in total capitalisation of KASE trade lists increases from 8.8 to 10.5%.

Fig. 8: Copper at LME in 1999 (th. USD per ton, SPOT, closing)25
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Fig. 9: Oil prices at leading floors of the world in 1999 (USD per barrel)26
The above examples make it possible to conclude that changes in the sectoral structure of the KASE trade lists in the context of capitalisation do not quite adequately reflect the economic situation in the country in comparison with 1998. Dynamics of share prices slightly affected the deformation of the structure. The lack of investors’ demand plays more significant role so far. Yet main changes of the structure were not predetermined by market factors.

SECURITIES TRADES

Statistics and influencing factors

Tab. 8: Volume of securities trades at KASE in 1999 (excluding SBS)

	
	Number
	
	Volume,

	
	of transactions
	
	in securities
	
	in thousand KZT27
	
	in thousand USD28

	Period
	1999
	by 1998
	
	1999
	by 1998
	
	1999
	by 1998
	
	1999
	by 1998

	January
	4
	-2
	
	10,927
	+8,416
	
	8,460.0
	+5,411.3
	
	99.6
	+59.7

	February
	7
	-26
	
	64,713
	-170,112
	
	30,588.7
	+6,109.5
	
	356.4
	+36.0

	March
	42
	+4
	
	601,238
	+465,262
	
	43,158.7
	-8,503.6
	
	495.3
	-179.3

	Total
	53
	-24
	
	676,878
	+303,566
	
	82,207.4
	+3,017.4
	
	951.3
	-83.7

	April
	74
	+70
	
	69,177
	+68,707
	
	90,573.8
	+89,306.8
	
	811.5
	+795.0

	May
	87
	+73
	
	1,748,132
	+1,740,419
	
	340,168.0
	+334,007.5
	
	2,831.6
	+2,751.4

	June
	51
	+44
	
	2,350,894
	+2,339,662
	
	286,293.7
	+265,070.5
	
	2,176.0
	+1,900.2

	Total
	212
	+187
	
	4,168,203
	+4,148,788
	
	717,035.5
	+688,384.5
	
	5,819.1
	+5,447.1

	July
	55
	+47
	
	2,362,518
	+2,343,748
	
	270,801.0
	+246,917.0
	
	2,046.2
	+1,737.4

	August
	28
	+20
	
	166,261
	+122,566
	
	44,519.9
	+30,371.1
	
	337.8
	+157.6

	September
	29
	+24
	
	122,871
	+117,654
	
	23,568.2
	+19,466.0
	
	171.9
	+120.0

	Total
	112
	+91
	
	2,651,650
	+2,583,968
	
	338,889.0
	+296,754.0
	
	2,555.9
	+2,014.9

	Oct.
	45
	+43
	
	369,104
	+360,189
	
	95,876.7
	+94,163.4
	
	682.8
	+661.8

	November
	20
	+18
	
	86,813
	+36,713
	
	74,416.9
	+67,816.9
	
	532.9
	+453.2

	December
	32
	+21
	
	5,203,381
	+5,072,368
	
	1,339,712.4
	+1,216,711.8
	
	9,703.1
	+8,225.0

	Total
	97
	+82
	
	5,659,298
	+5,469,270
	
	1,510,006.0
	+1,378,692.0
	
	10,918.9
	+9,339.9

	GRAND TOTAL
	474
	+336
	
	13,156,029
	+12,505,592
	
	2,648,138.0
	+2,366,848.2
	
	20,245.2
	+16,718.1


Within the reported period, in general, the securities market cannot be called either liquid or a market in commonly accepted sense. The reasons for that are the same: the lack of sufficient number of shares of the country’s largest enterprises in circulation and the absence of solvent demand for shares by both foreign and domestic investors. However, in comparison with 1998 there were some changes, which cannot be considered otherwise than principal.

In comparison with 1998 the total auction volume, excluding SBS, grew 5.7 times in USD and 9.4 times in tenge. The volume of circulating securities increased 20.2 times, while the number of transactions - 3.4 times. The growth trend of the enumerated indicators was clearly kept track of within the year and was in fact typical of each month, in fact (Tab. 8).

“Rules on execution of broker and dealer activities in the securities market” which came into force on Feb. 12, 1999 mainly influenced the growth of representation of the organised stock market (section “Events”). The rules significantly restricted the activities of brokers-dealers in the unorganised stock market. From the beginning of the year the specific weight of the off-exchange securities market was gradually falling in the total transaction volume; and since April, in fact, OTC market ceased to exists (Fig. 2).

Strictly speaking, OTC market continued to exist. This was proved by movement of securities in depo-accounts, which are regularly submitted, to both NSC and KASE by country’s registrars. The turnover of this segment of the market is quite comparable with the auction volume at KASE29, according to the results of the year.

Tab. 9: Volumes of trades for each security at KASE in a decreasing order30
(in USD per a security, if not stipulated otherwise)
	
	
	
	Deals volume
	Number
	
	
	
	
	Last

	
	Secu-
	Ac-
	'000
	
	of
	Open
	Min.
	Max.
	Last
	deal

	Issuer
	rity 31
	cess
	USD28
	units
	deals
	price
	price
	price
	price
	price

	SHNOS OJSC
	C
	A
	7,366.8
	5,133,357
	9
	32120.97
	0.90
	32120.97
	1.42
	12/29

	KAZKOMMERTS INTERNATIONAL B.V.”
	B
	A
	5,107.9
	6,830,000
	16
	0.71
	0.67
	0.81
	0.81
	08/25

	KAZAKHTELECOM
	P
	A
	2,015.3
	221,846
	29
	15.89
	2.11
	15.89
	5.50
	12/28

	KAZAKHTELECOM
	C
	A
	1,468.7
	82,546
	17
	22.20
	11.77
	28.38
	28.38
	10/26

	Kazakhmys Corporation OJSC
	C
	B
	1,325.5
	130,886
	128
	6.98
	3.80
	21.00
	9.41
	12/28

	Kazakhmys Corporation OJSC
	P
	B
	578.2
	118,039
	142
	2.99
	1.14
	10.06
	7.60
	12/28

	Neftechimbank OJSC
	C
	A, B
	430.5
	29,730
	1
	14.48
	14.48
	14.48
	14.48
	12/28

	Mangistaumunaigas OJSC
	P
	B
	392.9
	111,730
	25
	8.94
	2.00
	8.94
	3.50
	12/28

	Halyk Bank of Kazakhstan OJSC
	C
	A
	379.9
	244,351
	39
	0.85
	0.75
	2.54
	1.95
	12/29

	UKTMP OJSC
	C
	A
	348.8
	6,682
	3
	55.02
	48.73
	55.02
	50.00
	07/26

	Aktobemunaigas JSC
	P
	N2
	318.5
	47,705
	12
	2.96
	2.00
	9.50
	9.48
	11/17

	RG BRANDS LLP
	B
	N1
	254.8
	2,500
	2
	102.19
	101.55
	102.19
	101.55
	12/13

	AEMZ OJSC
	C
	N2
	76.4
	48,976
	1
	1.56
	1.56
	1.56
	1.56
	05/27

	VITA LLP
	B
	N2
	71.0
	100,000
	7
	0.71
	0.71
	0.71
	0.71
	09/28

	Bank TuranAlem OJSC
	C
	A
	45.2
	500
	4
	90.42
	90.42
	90.42
	90.42
	12/10

	Embamunaigas JSC
	P
	N2
	33.3
	15,373
	1
	2.17
	2.17
	2.17
	2.17
	06/01

	Kazakhstan Stock Exchange CJSC

	C
	N2
	10.6
	7
	1
	1,519.99
	1,519.99
	1,519.99
	1,519.99
	06/09

	TNC  Kazchrome OJSC

	C
	B
	8.5
	1,487
	1
	5.70
	5.70
	5.70
	5.70
	06/07

	Temirbank OJSC

	C
	A
	3.8
	350
	2
	11.45
	7.24
	11.45
	7.24
	12/29

	Margarine plant JSC

	P
	N2
	3.8
	3,366
	9
	1.32
	1.07
	1.32
	1.09
	12/24

	NEFTEBANK OJSC

	C
	B
	2.0
	200
	2
	11.77
	8.77
	11.77
	8.77
	04/28

	AMZ OJSC

	P
	N2
	1.5
	198
	3
	8.63
	7.54
	8.63
	7.54
	07/19

	YOUR CHOICE OJSC

	C
	N1
	0.4
	715
	1
	0.62
	0.62
	0.62
	0.62
	04/15

	Karagandy-Nan OJSC

	C
	N2
	0.3
	25,000
	3
	0.01
	0.01
	0.01
	0.01
	07/16

	Bank CenterCredit OJSC

	C
	A
	0.3
	210
	3
	1.13
	1.13
	1.52
	1.52
	11/26

	Sary-Arkapolymetal JSC

	P
	N2
	0.2
	95
	1
	1.73
	1.73
	1.73
	1.73
	05/04

	Akku JSC

	C
	N2
	0.1
	100
	1
	1.13
	1.13
	1.13
	1.13
	06/29

	ANPZ (Atyrau refinery) JSC

	C
	N2
	0.1
	2
	2
	42.00
	42.00
	42.08
	42.08
	10/27

	Oral Zholdary JSC

	C
	N2
	0.04
	70
	1
	0.62
	0.62
	0.62
	0.62
	09/07

	Kazakhstanmunaigas JSC

	C
	N2
	0.04
	2
	2
	21.34
	21.34
	21.38
	21.38
	10/27

	Uzenmunaigas OJSC

	C
	N2
	0.04
	2
	2
	21.34
	21.34
	21.38
	21.38
	10/27

	Aksaigasservice OJSC

	C
	N2
	0.04
	2
	2
	21.34
	21.34
	21.38
	21.38
	10/27

	Kazakhstancaspishelf OJSC

	P
	N2
	0.02
	1
	1
	22.73
	22.73
	22.73
	22.73
	09/01

	Uzenmunaigas OJSC

	P
	N2
	0.02
	1
	1
	22.73
	22.73
	22.73
	22.73
	09/01

	TOTAL:
	34
	
	20,245.2
	13,156,029
	474
	
	
	
	
	


[image: image34.emf]I

II

III

IV

V

VI

VII

VIII

IX

X

XI

XII

0

25

50

75

100

125

150

175

200

225

250

275

300

325

350

80

85

90

95

100

105

110

115

120

125

130

135

140

145

150

Rate, tenge per USD

Volume, mln USD   

Fig. 10: Distribution of the deals volumes broken down by the trade lists category

The second principal peculiarity of the year, as opposed to the previous one, was strict dependence of the volume of transaction on specific security on its position in the KASE trade lists (Fig. 10, Tab. 9). Only official list securities were of the highest liquidity in 1999. This circumstance is not only explained by APF’s interest in eurobonds of KAZKOMMERTS INTERNATIONAL B.V. In 1999 the most tradable securities as far as the number of transactions goes were the shares of Corporation Kazakhmys OJSC, Halyk Bank of Kazakhstan OJSC, Mangistaumunaigas OJSC and KAZAKHTELECOM as being exclusively in the official KASE securities list; and these are the shares investors were greatly interested in. This peculiarity may be considered as confirmation that the securities organised market in Kazakhstan is developing and gradually approaching international standards even under extremely unfavourable conditions.
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Another principal peculiarity was the appearance of corporate securities at KASE in 1999 (before the market-makers institution was established). These securities were regularly quoted during the year and transactions with these shares were continuously concluded. They were ordinary and preference shares of Corporation Kazakhmys OJSC. 

The diagram (Fig. 10) makes it possible to conclude that the new instrument of 1999, which is corporate bonds, composed a significant portion of the securities Exchange market turnover. Trends, mentioned in the chapters of this section, are completely confirmed by these data. Among bonds, euronotes of KAZKOMMERTS INTERNATIONAL B.V. (KGGBe1) obviously dominated at the trade floor. This was predetermined by investment attractiveness of this financial instrument. KKGBb bonds of KAZKOMMERTSBANK OJSC that replaced KKGBe1 were characterised by lower dividends, though investment risk was the same, yet according to the results of the year they were not of a high demand.

Other bonds introduced in the KASE trade floors (Tab. 9) could not compete with KKGBe1 due to a small volume of their issues. Besides, PAMC could not purchase these securities, as they were traded at the non-listing trade floor.

In 1999 among negative trends on the securities market we should mention the following ones.

The introduction of the Quotation Trade System (QTS) in 1998 at KASE greatly increased the share of the so-called “direct” transactions, i.e. operations conducted without application of the main KASE trade method, a double counter auction. Preparation and introduction of QTS in the Exchange’s work was a KASE’s step towards brokers-dealers, who preferred to conclude transactions according to agreements on the off-exchange market. Without QTS the prohibition of NSC to conclude such transactions dated Feb. 12, 1999 could have resulted in a complete retirement of the whole Kazakhstan market off the stage. This would have been a significant loss for the country. QTS, unlike the main trade method at KASE allows brokers to place their authorised quotations in the electronic desk. Before concluding a transaction based on such quotations, the interested parties are to additionally agree on conditions of the operation with each other. Only after this the transaction will be concluded. It is quite clear that a transaction concluded through QTS is not quite a market one, as it is carried out without trade component between all participants.

 Fig. 11: Proportion of “market” deals in total turnover of securities at KASE (mln USD and %)
[image: image36.emf]0

50

100

150

200

250

300

350

I II III IV VVIVIIVIIIIX X XIXII

-30

-20

-10

0

10

20

30

40

MEAKAM MEKAM+NSB AVMEKAM

MEKAVM Notes Euronotes

Whole market KASE

Turnover of the secondary market

and the Exchange (to the right)

Volume

and structure

of the debt

(to the left)

According to the results of 1999, 75.1% of the volume33 of all securities deals at KASE, or 90.9% of all concluded transactions were direct transactions (Fig. 11). In 1998 these figures were 21.6% in terms of volume and 17.4% in qualitative terms. 

Fig. 12: Distribution of the volumes of the deals in securities at KASE in each month
Another negative peculiarity of the securities exchange market in 1999 was uneven distribution of the auction volume within the year (Fig. 12). That does not mean a seasonal regularity.

Despite some above-mentioned negative trends, the securities Exchange market creates positive impressions in 1999 and advantageously differed from the previous year. Gradually, step by step, thanks to purposeful activity of both NSC and KASE as a self-regulated organisation, the market infrastructure is gradually approaching international standards.

Activity of brokers and market monopolisation

In the reported year 17 broker-dealer companies participated in securities (excluding SBS) auctions at KASE. Sixteen brokers were fixed purchasing and selling securities.
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Fig. 13: Monopolization degree of securities market at KASE and brokers’ activity
The degree of monopolisation of the securities exchange market was exclusively high from the view of both the operation volume and the number of transaction (Fig. 13). There were two peculiarities. The first one is that from the view of the volume of conducted operations and the number of transactions, one leader is definitely evident at each of the trade floors. The company leading by the transaction volume controls 62.1% of the total securities turnover, while the second company from the same list controls only 6.3% of the transaction volume. The similar situation takes place as far as the number of transactions is concerned, yet the leader here is different (Fig. 13, left axis, columns). If leading companies are excluded from the list, monopolisation of the market will sharply go down. Then shares of other participants will be if not equal, then, anyhow, will become comparable (Fig. 13 right axis, lines). 

The second peculiarity is that leaders in the ratings are different. That broker-dealer company, whose deal volume prevails, occupies the fifth position as to the number of transactions (4.3% of the total number of transactions). In the list of the deals volume the leader by the number of transactions takes the fourth position (its share in the volume of operations is also 4.3%).

The data provided prove that, on the one hand, one broker-dealer company specialises in large-volume transactions, while another company regularly concluded transactions of mainly small volumes at KASE.
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Fig. 14: Dynamics of the growth of APF net assets in 1999 (in USD mln as of given date) 34
Transactions involving pension assets

As it was said above, the peculiarity of 1999 was a rapid growth of APF assets, especially of NAPF (Fig. 14). PAMC could invest NAPF assets only in securities included in the official list of KASE securities, category “A”. A theoretical potential of such investments might be evaluated if based on the volume of net pension assets available in the country and the 30% restriction imposed by the government for NAPF (for the time being it is prohibited to invest assets of the Kazakhstan biggest state accumulating fund, SAPF, in securities). Taken into account this methodology, this potential was estimated as USD20.0 mln as of the beginning of the reported year, while at the end of 1999 it was USD66.5 mln. However the potential had not been fulfilled properly. According to NSC, as of Jan. 1, 2000 only 6.35% of NAPF assets were invested in securities, or KZT18,998.6 th. (USD137.5 thousand), including only 0.79% invested in securities denominated in tenge, and 5.56% in securities (mainly securities of foreign issuers) denominated in foreign exchange.

On the one hand this situation was predetermined by underdevelopment of the stock market. On the other hand, any alternative corporate bonds were practically absent in the official list of KASE securities, category “A”. The only bonds available to PAMC were euronotes KAZKOMMERTS INTERNATIONAL B.V., which in late 1999 were excluded from the list of KASE securities.

Thus, the development of the new institutional investor of Kazakhstan, NAPF significantly outpaced the development of securities market in 1999.

At the end of 1999 three of seven PAMC working in the country (Ak niet PAMC CJSC, Halyk Bank of Kazakhstan PAMC CJSC and ZHETYSU PAMC CJSC) were members of the Exchange. Twenty three transactions in securities for the total amount of USD4.8 mln (23.9% of the total KASE turnover on this kind of securities) were concluded with pension assets involved. PAMC bought securities for the amount of USD4.158 mln (86.0% of all operations with NAPF assets involved), and PAMC sold securities for the amount of 0.678 mln (14.0%).

TRADES FOR STATE BLOCK OF SHARES

The first SBS was introduced in the KASE trade sector for state block of shares under the program of mass privatisation on Nov. 5, 1997. Since that time SBS are being regularly traded at the Exchange. However, the year 1999 was not the most active one in this sector of the market.

Tab. 10: Consolidated sheet of trades for state shareholdings at KASE36
	
	SBS (Z) trade sector
	
	Sector “Non-listing securities” (NZ)
	
	Total for 1999

	
	Number
	Volume, in thousand
	
	Number
	Volume, in thousand
	
	Number
	Volume, in thousand

	Period
	of deals
	KZT
	USD
	
	of deals
	KZT
	USD
	
	of deals
	KZT
	USD

	January
	–
	–
	–
	
	1
	60 244,0
	715,1
	
	1
	60 244,0
	715,1

	February
	–
	–
	–
	
	9
	31 051,5
	363,7
	
	9
	31 051,5
	363,7

	March
	1
	13 520,0
	154,7
	
	–
	–
	–
	
	1
	13 520,0
	154,7

	Total
	1
	13 520,0
	154,7
	
	10
	
	
	
	11
	104 815,5
	1 233,5

	April
	1
	329,8
	2,8
	
	–
	–
	–
	
	1
	329,8
	2,8

	May
	–
	–
	–
	
	1
	6 366,9
	52,8
	
	1
	6 366,9
	52,8

	June
	–
	–
	–
	
	–
	–
	
	
	–
	–
	–

	Total
	1
	329,8
	2,8
	
	1
	6 366,9
	52,8
	
	2
	6 696,6
	55,6

	July
	–
	–
	–
	
	–
	–
	–
	
	–
	–
	–

	August
	–
	–
	–
	
	–
	–
	–
	
	–
	–
	–

	September
	–
	–
	–
	
	–
	–
	–
	
	–
	–
	–

	Total
	–
	–
	–
	
	–
	–
	–
	
	–
	–
	–

	October
	1
	9 687,3
	69,0
	
	–
	–
	–
	
	1
	9 687,3
	69,0

	November
	–
	–
	–
	
	–
	–
	–
	
	–
	–
	–

	December
	–
	–
	–
	
	–
	–
	–
	
	–
	–
	–

	Total
	1
	9 687,3
	69,0
	
	–
	–
	–
	
	1
	9 687,3
	69,0

	Grand total
for 1999:                 3

	23 537,1
	226,4
	
	11
	97 662,4
	1 131,6
	
	14
	121 199,4
	1 358,0


In the early 1999 SBS were traded on two trade floors of KASE: in the special sector for SBS trading (“Z”-blocks) and in the sector of “Non-listing securities” (“NZ”-blocks)35. The principal difference between the two floors was that settlements in the SBS trade sector were not necessarily made through CD, and such a block could be purchased only in full at one auction by one broker-dealer. Settlements on “NZ”-block were made only through CD, and the block could be sold in different lots.

SBS of NZ series appeared at KASE on Nov. 20, 1998. In the frame of “second-grade” enterprises privatisation program implementation, SPPD on Dec. 1, 1998 held a tender for the right to place SBS through the organised stock market, in which broker-dealer companies of the country actively participated. This resulted in an abrupt activation of the SBS trade at the end of 1998; and in 1998 the total volume of transaction on this financial instrument reached USD 22,690.3 thousand at KASE. Consequences of that activation were evident at KASE in the first two quarters of 1999. However, later the market became calm and still remains so.

The main reason was the Decree of the Government of the Republic of Kazakhstan #405 dated Apr. 12, 1999 “On types of state ownership for state shareholdings and state share equities in organisations” and the following SPPD decree # 110 dated Apr. 13, 1999 “On measures on realisation of the Decree of the Government of the Republic of Kazakhstan dated Apr. 12, 1999 #405”. According to these documents, SBS privatised through the sale of an enterprise are to be transferred to municipal ownership, and since that moment it was not SPPD that must have presented SBS for auctions (through an authorised organisation), but Akimats. In 1999 on behalf of Akimats no interest was paid to trading of SBS at the exchange. The only application was submitted for the sale of Kazakhintorg OJSC (Almaty).

Totally in the early 1999 36 SBS were included in the KASE trade lists, 15 of “Z”, and 21 - of “NZ” series. The total capitalisation of this securities market sector was estimated as KZT1,610.3 mln, i.e. USD19.171 mln at the exchange rate of KASE for the beginning of the year. The capitalisation does not mean the total authorised capital of privatised enterprises, yet only a total nominal value of SBS put up for auctions.

As of Dec. 31, 1999 only 4 SBS remained in the trade lists of KASE. They all were blocks of “NZ” series: Atyrauaeroporty JSCOT (Atyrau, KZ1C25410712, code NZ_ATAI), Energoteploizolyatsiya JSC (Almaty, KZ1C27900413, code NZ_ENTP), Shubarkolskoye loading-transport department JSC (Karaganda, KZ1C20241013, code NZ_SHPT) and Shubarkolsky open-cast mine JSC (Karaganda, KZ1C20251012, code NZ_SHUR). The total capitalisation was KZT1,001.4 mln or USD7.244 mln.

During the year 14 SBS were sold at the trade floors, for the total amount of USD1,358.0 thousand or KZT21.2 mln (Tab. 10). In comparison with the previous year the transaction volume reduced 16.7 times or by USD21.3 mln.

As it is evident from the table, auctions were mainly held in the first quarter, i.e. before the government decree mentioned above in this chapter was issued. As of Jan. 01, 1999 the remaining blocks of the KASE securities lists, as well as ones included in the lists within the reported period (16 SBS of “NZ” series and 2 of “Z” series) were withdrawn from auctions. The main reason for the withdrawal was the transfer of companies to municipal ownership, as it was said above. After the corresponding decrees of the Government and SPPD had been issued, the KASE trade lists lost another 23 SBS on Apr. 29, and 8 more - on May 06. The rest blocks were withdrawn from trades due to other reasons (annulled emissions, trials against issuer, etc.).

After the last in the year SBS transaction was concluded at the exchange (Oct. 20, 1999, Kazakhintorg OJSC) no order for either purchase or sale of this kind of instruments was submitted to the trade system. Nor there were any quotes in QTS. This makes it possible to state that since October this sector of the market did not function in fact, despite the presence of four SBS in the trade lists.

SETTLEMENT PROCEDURES ON SECURITIES

In 1997 while organising the first securities auctions at KASE the exchange followed recommendations of the so-called “Group of thirty”37. All system of the stock market organisation at KASE so far gets improved to fully comply with the groups’ recommendations. As of Jan. 01, 2000 only the fourth (to employ the netting system) and the eighth (to encourage utilisation as a method to pay off credits against securities) recommendations were not followed. Unfortunately, the degree of underdevelopment of the Kazakhstan securities market still prevents these two recommendations implementation mechanism from being introduced into KASE. 

For the reported period no cardinal changes in the settlement scheme took place while trading securities at KASE. The most significant change was the introduction of the new wording of the standard document “Regulation on execution of payments on the results of auctions for securities” on Nov. 15, according to which transactions for securities from the official list are concluded only through CD.

As of Jan. 01, 2000 the main settlement scheme at KASE was “T+3” through CD. According to this scheme settlement procedures on securities of the official KASE list are conducted. Trade is being held with a preliminary blocking of securities sold on “depo” accounts regardless of the trade method used. The information on securities blocked on “depo” accounts and to be traded at the Exchange is submitted by CD to KASE 30 minutes before the auction opening.

Conclusion of transaction on securities according to the scheme “T+3” is executed in the following way:

4. Until 6 p.m. (Almaty time) KASE (day “T”) sends the information on details of transactions concluded to users of the Confirmation System, on whose “depo” accounts these transactions have been concluded.

5. Until 1 p.m. (Almaty time) on a working day following the day of the auction (day “T+1”) users of the Confirmation System send a message to the exchange to confirm transactions concluded on their “depo” accounts or their refusal confirm such transactions. No messages received by the Exchange from a user of the Confirmation System, is considered as his refusal to confirm transactions concluded on his “depo” accounts.

6. At 2 p.m. (Almaty time) on the day “T+1” the Exchange sends the information on concluded and users confirmed transactions to CD.

7. From 2 p.m. (Almaty time) on the day “T+1” participants of auctions, purchasers of securities are entitled to pay securities bought by them on transactions confirmed by users of the Confirmation System. After the payment is received, CD registers purchased securities to corresponding “depo” accounts and notifies the exchange of paid for securities.

8. Until 6 p.m. (Almaty time) on the day “T+1” the exchange notifies the corresponding participants of auctions of the information about transactions unconfirmed by users of the Confirmation System.

9. Until 6 p.m. (Almaty time) on the second working day following the day of auction (the day “T+2”) participants of auctions who concluded transactions, which were not confirmed by users of the Confirmation System until 1 p.m. (Almaty time) on the day “T+1”, must submit to the Exchange either required confirmation from users of the Confirmation System or requisites of organisations that take the responsibility to do unconfirmed transactions, to the exchange.

10. At 10 a.m. (Almaty time) on the third working day following the day of auction (the day “T+3”), the exchange submits to CD the information on transactions confirmed by users of the Confirmation System after 1 p.m. (Almaty time) on the day “T+3” as well as the transactions unconfirmed by the Confirmation system users but revealing requisites of organisations which have taken responsibility for their conclusion. Besides, the exchange submits the information on unconcluded transactions to unfreeze the corresponding securities.

11. Until 6 p.m. on the day “T+3” participants of auctions, purchasers of securities are to pay for securities purchased at KASE auctions.

12. At 10 p.m. (Almaty time) on the forth working day following the day of the auction (the day “T+4”) CD notifies the exchange of payments for transactions concluded at KASE.

On transactions concluded by the “direct quotations” method the scheme “Outright” is to be used. Transactions are concluded according to this scheme by participants of auctions in places and time stipulated in the corresponding exchange certifications. 

Transactions on securities from the official list according to the “direct quotations” method and supplying securities through CD are concluded if traded securities have been in advance frozen on “depo” accounts. Settlements for transactions with securities from “Non-listing securities” sector can be made through accounts of independent registrars. In this instance no preliminary blocking is to be done.

While paying according to the “Outright” scheme through CD, KASE submits to CD the information on concluded transactions, and as transactions are implemented, CD submits the data about this to KASE.

Government SECURITIES MARKETtc "Government SECURITIES MARKET"
In 1999 in Kazakhstan both primary and secondary placement of GS was conducted in the two sectors, the off-exchange and the exchange ones.

In 1994 when the foundation of the Kazakhstan GS market was being formed, first treasury bonds appeared in circulation. While issuing them the government first of all was oriented towards second-tier banks as the only institutional investor in the country.  In the early 1998 the situation changed. A new institutional investor, APF was seen merging in the country. They were supposed to invest not less than 50% of their assets to GS of the Ministry of Finance and the National Bank.

In the first half of 1998 APF assets were not significant, and the problem was not urgent. It sharpened when due to the Russian financial crisis (to be more accurately, May events preceding the August ones) Kazakhstan banks lost their interest to local GS because of their low yield. The Ministry of Finance became a hostage of the established infrastructure. The 1998 August events made non-residents leave the domestic market. While Kazakhstan banks, despite they “came back”, yet demonstrated insignificant interest in MEKKAM and notes non-indexed by the devaluation, when tenge was devaluating in respect to the dollar at a tripled rate. Banks tried to put some pressure on issuers to reduce prices of issued bonds (Fig. 15, Fig. 16).

The situation visually demonstrated that the GS market resting upon only banks was very sensitive to various fluctuations of the conjuncture. However, by that time APF had become stronger and controlled up to 30% of the total domestic government debt issued in the form of GS. KASE was also ready to deal with the entire secondary GS market, having provided its complete transparency and equal opportunities for all potential investors working in the market. This is proved by the results of 1998. Having begun to trade GS in Feb., the exchange increased the volume of transactions on this instrument from KZT133.9 mln to KZT7,055.7 mln in December. The share of the Exchange component of the entire secondary market had increased for 11 months from 0.5% in Feb. to 33.0% in December 1998.

 Fig. 15: Demand at the auctions of MEKKAM and notes in 1998, % of announced
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Fig. 16: Effective yield of GS at the auctions and devaluation rate of the tenge in 1998, % APR
In 1999 KASE along with NSC continued its work in this direction. The main objective was to create the best possible convenience for participants of the GS auctions, including both trade and settlement services. Along with that the regulatory framework was being improved. Widening services of the exchange on granting of remote access to auctions, continuous modification of the trade system, a system to speed up payments and confirmation of transactions attracted biggest market operators to the Exchange in 1999.

In the reported period the exchange along with NSC managed to settle the old problem of the Kazakhstan secondary GS market: on July 5, 1999 the “repo” operations sector was opened at KASE, and since Aug. 2, 1999 direct transactions (without employing of the uninterrupted counter auction method) were forbidden in the GS purchase-sale sector. Thanks to this beginning from Aug. 2, 1999 the Kazakhstan market gained two important objective market indicators: the true cost of “short” money and the true market profitability of GS in the secondary market as related to redemption. Prior to that the objective calculation of these indicators was practically unavailable to a common investor, as most GS prices included “repo” rates, transactions  known  only to counter-agents. Only dealers constantly working in the market could have an idea of these indicators (yet not accurate). Thanks to the KASE informational activities and the Financial Markets Informational Agency, “IRBIS” established by the Exchange, in 1999 the maximal informational transparency was achieved in the secondary GS market of Kazakhstan.

It should be mentioned that solving the above-mentioned tasks, in 1999 KASE had not introduced the commission fee to be paid by participants for trading with GS in its site. The only exception is the trade with AVMEKAM, commission on which was introduced only with the purpose to encourage market-makers of these bonds.

Primary floatation of municipal GS carried out throughout the reported year was a special activity of the Exchange, thanks to which in 1999 it was possible to place three municipal bonds38 at KASE. Each of the three auctions was held with a wide discussion of access for securities to floatation, presentations and announcements. During the auctions participants could receive an additional information on the volume of submitted orders from both the KASE trade system and from the monitor in the trade hall. This information allowed them to predict the results before floatation were completed.

Summarising the above mentioned facts, it is possible to say that in 1999 KASE successively solved the major task: turning of the existing Kazakhstan GS market from the elite mainly self isolated sector into an informationally transparent, liquid and available to the common (including a mass one) investor market of circulation of state bonds, where assets of institutional investors can be used with maximal efficiency.

EVENTS

The below are events most important for the reported year, which influenced the development of the GS market in Kazakhstan.

On Apr. 05 the free floating KZT/USD exchange rate was introduced in Kazakhstan. This caused an abrupt devaluation of tenge in respect to the dollar. This, in its own turn, forced the Ministry of Finance and the National Bank to propose new financial instruments: GS indexed by the devaluation, the nominal cost of which was expressed in USD, and all servicing was conducted in tenge at the official exchange rate to USD (MEKAVM and foreign exchange notes of the National Bank). The introduction of the FFER resulted in stagnation of the secondary GS market of Kazakhstan in April and May 1999. Only since June the operation volume was gradually restored.

On Apr. 09 to protect APF assets from devaluation caused by the shift to FFER, the government issued AVMEKAM, special foreign exchange bonds of the Republic of Kazakhstan. AVMEKAM were issued by means of exchanging to MEKAM denominated in tenge and purchased by APF against pension assets and being in their portfolio as of Apr. 3, 1999. The securities were exchanged by means of a premature redemption of MEKAM by the Ministry of Finance and utilising of the gained tenge revenues to pay off AVMEKAM at the current cost of converted GS. The purchase of AVMEKAM  was made in tenge  at the rate of KZT88.3  per USD 1. Later AVMEKAM became first GS on which a market-maker appeared at KASE.

On Apr. 16 according to the Decree of the KASE Board of Directors GS indexed by the devaluation (special foreign exchange bonds of the National Bank, AVMEKAM and MEKABM) were permitted to circulation at the Exchange. Later MEKABM will become the most tradable instrument in the GS sector at KASE.

On June 24 NSC issued the decree # 36 to widen the list of financial instruments permitted to purchase against pension assets and supplemented the Rules of investment activities execution by PAMC. Since that time onwards PAMC were entitled to invest their assets in NAPF along with other financial instruments and in GS issued by local executive bodies of Kazakhstan. The permission was also related to bonds issued by municipal agencies according to the legislation of other countries. The necessary condition for purchasing these kind of bonds was their access to circulation in the KASE trade systems and a special permission of the NSC Board of Directors regarding the purchase of these securities against pension assets. The Decree # 37 dated June 24 granted similar permission to SAPF. 

On June 29 the Decree of the NSC Board of Directors #358 provides a new package of the KASE standard documents regulating the rules of exchange trade with securities. Beside other documents (chapter “Events”, section “Market of private issue securities) the package includes “Rules for of auctions be held on primary floatation of securities” and “Rules for access of government securities to circulation at the Exchange”.

On June 29 the KASE Exchange Board introduced “Rules of conducting auctions on primary floatation of securities” and “Rules for access of securities to circulation at the exchange”.

On June 29 the KASE Exchange Board took a decision, according to which first issue bonds of the Mangistau region’s local executive body were admitted to circulation at the exchange. These were the first securities sold at KASE by means of holding an auction, and the first securities of this type admitted to circulation at the exchange.

On July 02 according to the decree # 360 the NSC Board of Directors permitted PAMC and SAPF to purchase bonds of the local executive body of Mangistau region against pension assets (the first municipal loan in Kazakhstan).

On July 05 the “repo” operation sector was opened at KASE. Participants of auctions were granted an opportunity to voluntarily declare repo rates and conclude transactions in the sector. At the same time the direct GS transactions had not been forbidden yet in the purchase-sale sector. It is noteworthy that since that day onwards operations were regularly conducted in the sector.

On July 07 the first auction for primary floatation of GS (bonds of the local executive body of Mangistau region, KZ71B0707A00) was held in the KASE trade system. The results of the floatation were annulled by the Ministry of Finance due to their high yield declared by investors. The floatation showed that KASE was completely ready to conduct such type of auctions at its trade floor.

On July 26 the decree of the NSC Board of Directors #352 dated June 24, 1999 “On conclusion of purchase-sale transactions involving pension assets in the organised stock markets” came into force. This document stipulates that purchase-sale transactions on state and non-state emission securities concluded in the organised stock markets involving pension assets must be concluded only by the method of uninterrupted counter auction.

On July 28 the second auction on primary floatation of bonds of the local executive agency of Mangistau region, KZ1B2807A05 (trade code MGU012.001), was held in the KASE trade system. The issue was acknowledged as successful. Thanks to the floatation, first municipal GS, which in 1999 were the most tradable bonds in comparison with other GS of executive bodies, appeared on the secondary market of Kazakhstan.

On Aug. 02 the ban imposed to conclude direct purchase-sale transactions in the domestic GS market at KASE (excluding euronotes of the Republic of Kazakhstan). This decision was made at the General meeting of KASE members on July 9, 1999. Since that day direct operations were permitted only in the ‘repo’ sector. In the purchase-sale sector domestic GS of KASE are to be traded only by the method of uninterrupted counter auction. After the ban imposed the Kazakhstan market gained two important objective indicators: the true value of “short” money and the true market profitability of GS to be paid off in the secondary market.

On Sep. 27 After the Russian financial crisis Kazakhstan was the first among CIS countries to have floatated the next (third, ISIN XS0102764031) emission of five-year euronotes worth of USD200 mln.

On Sep. 29 according to the decision of the KASE Board Kazakhstan euronotes of the third emission (XS0102764031, trade code ENU04.10) were admitted to circulation to the trade system of the exchange. Since Sep. 30, auctions for these securities were opened by the method of direct quotations without the right to conclude transactions39. Since Oct. 18 auctions have been conducted with the right to conclude transactions by the method of uninterrupted counter auction. The first indicative quotations ENU04.10 were made available in the KASE trade system on Oct. 6. First transactions were concluded on Oct. 18.

On Oct. 22 as decided by the KASE Exchange Board:

· the introduction of commission fee on transactions concluded with AVMEKAM, in the amount of 0.005% of the transaction, was subject to discussion;

· specification of the market-maker’s status  for the Exchange members of category “K” was to be discussed by the meeting of category “K” members ;

· responsibilities and rights of KASE members of category “K” having the status of the market-maker on AVMEKAM were approved.

On Nov. 01 SAPF was granted the status of an AVMEKAM (KZ55L0804A42) market-maker. The first GS market-maker came to KASE to perform its responsibilities from Nov. 3, 1999 to Jan. 1, 2000 according to the submitted application.

On Nov. 04 Kazakhstan’s first additional floatation of euronotes of the third emission (XS0102764031) equalled USD25 mln in London. These securities were to mature on Nov. 22, 1999.

On Nov. 10 an on-line page reflecting the process and outcome of the auction for Kazakhstan euronotes and AVMEKAM at KASE was opened in the REUTERS system. RIC40 of the page is - <KASE01>. The page is being maintained automatically thanks to the direct communication with the KASE system after auction is opened. At present the pages <KASE01> - <KASE05>, <KASE07>, <KASE 08> (securities auctions) and <KASE06> (auctions for domestic GS) are being semi-automatically maintained.

On Nov. 26 Kazakhstan held the second additional placement of euronotes of the third emission (XS0102764031) for the amount of USD50 mln in London with maturity due on Dec. 15, 1999.

On Dec. 24 an auction for primary floatation of the first emission of 12-months bonds (KZ71K2512A00) of the Almaty local executive body was held at the KASE trade system. 

On Dec. 27 an auction for primary floatation of the first emission of the first Astana local executive body bonds issue with the circulation term of 12 months (KZ71L2612A08) was held at the KASE trade system. 

PRIMARY MARKET OF GOVERNMENT SECURITIES

As it was mentioned above, for the reported period the organisation of primary GS floatation was special for the Exchange. The auctions held in the KASE trade system was based on “Rules of admission of government securities to circulation at the Exchange” and “Rules to hold auctions on primary floatation of securities” approved on June 21, 1999 at the General meeting of KASE members and by the decree of the NSC Board of Directors # 358 dated June 29, 1999.

According to the internal documents currently in force at the exchange, GS issued by the Finance Ministry and the National Bank are admitted to auctions right after the Exchange receives the information on registration of the emission of these securities. Unlike them, GS issued by local executive bodies of Kazakhstan are admitted to auctions, as regulated by a special procedure. The KASE Listing Commission paid special attention to the detailed analysis of materials submitted by Akimats to fully reveal the information on the financial condition of the municipality. Along with that using all the information distributing infrastructure available to KASE and IRBIS agency, the Exchange presented the public with investment memorandums of the projects. This approach ensured informational transparency of the emissions, independent assessment of risks and was, probably, the first example in Kazakhstan of such a thorough and open discussion of investment projects.

For the reported year three auctions on floatation of GS of local executive bodies were held at the exchange trade floor. They were bonds of Mangistau region (KZ71B2807A05), and Almaty (KZ71K2512A00) and Astana (KZ71L2612A08). The total value of the issues was equal to USD7,824.0 thousand of face value or KZT949,662.1 thousand  by the attracted amount. All bonds were of one year maturity.

Mangistau region bonds
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	Financial consultant of the issuer
DB SECURITIES (Kazakhstan) OJSC
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	Financial agent of the issuer –
Kazakhstan stock exchange CJSC

	
	
	Juridical expertise of the project
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	Issuer:
	executive body (Akimat) of Mangistau region of the Republic of Kazakhstan

	
	Type of securities:
	discount bond, indexed according to changing KZT/USD rate

	
	NIN:
	KZ71B2807A05

	
	KASE code:
	MGU012.001

	
	Nominal:
	USD100.00

	
	Issue Date:
	July 28, 1999

	
	Payment Date:
	July 30, 1999

	
	Maturity Date:
	July 28, 2000

	
	Term in days:
	364 days

	
	Issue volume:
	34,681 bonds

	
	Attracted volume:
	KZT399,683,427.51


	
	Maturity volume:
	Equivalent to USD3,468,10041 

	
	Max. yield to maturity:
	15.89% APR

	
	Average yield to maturity:
	14.71% APR


The objective of the loan is to earn money to credit economic entities of Mangistau oblast within the framework of implementation of the regional investments program implementation and supporting oblast branches of economy.

 Bonds of Almaty city
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	Financial consultant of the issuer
DB SECURITIES (Kazakhstan) OJSC
	[image: image5.wmf] 


	[image: image6.wmf] 


	Financial agent of the issuer –
Kazakhstan stock exchange CJSC

	
	
	Juridical expertise of the project
	
	

	[image: image42.emf]XII

XI

X

IX

VIII

VII

VI

V

IV

III

II

I

15

17

19

21

23

25

27

29

-5

0

5

10

15

20

25

30

MEKKAM (to the left)

Notes of the National

Bank (to the left)

Devaluation of the tenge (to the right)


	Issuer:
	Executive body (Akimat) of Almaty city, the Republic of Kazakhstan

	
	Type of securities:
	discount bond, indexed according to changing KZT/USD rate

	
	NIN:
	KZ71K2512A00

	
	KASE code:
	ALU012.001

	
	Nominal:
	USD100.00


	
	Issue Date:
	Dec. 24, 1999


	
	Payment Date:
	Dec. 27, 1999


	
	Maturity Date:
	Dec. 25, 2000


	
	Term in days:
	364 days


	
	Issue volume:
	32,706 bonds


	
	Attracted volume:
	KZT399,990,261.63 


	
	Maturity volume:
	Equivalent to USD3,270,60041 

	
	Max. yield to maturity:
	13.01% APR

	
	Average yield to maturity:
	13.00% APR


The objective of the loan is to get money to build roads in Almaty. According to the decree of the Government of the Republic of Kazakhstan #617 dated May 22, 1999 “On road construction in Almaty”, with supplementation and changes made to the document by the government decree #1180 dated Aug. 18, 1999, money gained from floatation of bonds can be used for these purposes, as construction of roads at the expense of the city budget is not envisaged.

Bonds of Astana city
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	Financial consultant of the issuer
Fondovii service CJSC (Almaty)
	KAZAKHSTAN LEGAL GROUP
Juridical expertise of the project
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	Financial agent of the issuer –
Kazakhstan stock exchange CJSC
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	Issuer:


	executive body (Akimat) of Astana city, the Republic of Kazakhstan (Administration Council of the Astana SEZ)

	
	Loan operator:
	Astana Finance OJSC (Astana)

	
	Type of securities:
	coupon bond indexed according to changing KZT/USD rate

	
	NIN:
	KZ71L2612A08

	
	 KASE code:
	ASU.012 001

	
	Nominal:
	USD100.00


	
	Issue date:
	Dec. 27, 1999


	
	Payment date:
	Dec. 28, 1999


	
	Maturity date:
	Dec. 26, 2000


	
	Term in days:
	364 days


	
	Interest payment 
freq.:
	Semi-annual


	
	Dates of interest 
payment:
	June 27, 2000
Dec. 26, 2000


	
	Issue volume:
	10,853 bonds


	
	Attracted volume:
	KZT149,988,460.00


	
	Maturity volume42:
	Equivalent to USD1,085,30043

	
	Placement cost:
	USD100

	
	Cutting rate:
	13.00% p.a.

	
	Fixed interest rate:
	13.00% p.a.


The objective of the loan is to earn money to finance regional investment programs of the city. The main program is “Program of mortgage loans for housing construction”, designed by the Administration Council of Astana special economic zone (SEZ) the current condition of the housing construction in the city taken into account. The agent of this program implementation is the Astana Finance OJSC (Astana) according to the agreement concluded with the SEZ Administration Council.

SECONDARY MARKET OF GOVERNMENT SECURITIES
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 Fig. 17: Volume and structure of Kazakhstani debt issued as GS (bln USD at the end of the period)
In comparison with the previous year in 1999 the GS Kazakhstan market experienced significant changes. The necessity to take urgently a complex of anti-crisis measures made the government treat this sector in a different way. From uninterruptedly increasing of foreign and domestic debts issued in the form of GS, the Finance Ministry mainly shifted to its restructuring. As a result the capitalisation of GS market in USD (the face value of circulating bonds) had reduced from USD1.576 bln44 to USD1.437 bln (Fig. 17). While calculating in tenge there was the growth up to KZT198.6 bln from KZT132.0 bln. This misbalance in case of different assessment criteria is rooted to the introduction of free floating exchange rate from Apr. 5, 1999 and the devaluation which went along this process.

The devaluation negatively impacted liquidity of the secondary GS market. It is sufficient to say that the volume of trade and “repo” operations in April reduced in comparison with March 2.5 times, from KZT17.055 bln to KZT6.860 bln. In May it was about the same level (7.246 bln), and only in July it was possible to say that he secondary GS market began to revive.
It is impossible to correctly compare volumes of operations in the entire secondary GS market in 1998 and 1999 due to peculiarities of registration of Kazakhstan euronotes’ circulation in 1998. However, it is obvious that the total turnover fell in the reported year. According to KASE, which is based on its own data and CD information, the total volume of operations in the country’s secondary market was (excluding pledge, its paying off, transmissions and re-estimation of securities) in 1999 KZT236.9 bln, i.e. USD1,995.1 bln at the exchange rate as of the date the transaction was concluded. Transactions on euronotes concluded in the domestic market are included in this amount.

Assessment by KASE made a year ago, shows that in 1998 the volume of purchase-sale transactions and repo in the entire Kazakhstan market came to KZT304.5 bln, even excluding operations on euronotes. The evaluation of dollar equivalent was not conducted.

[image: image45.emf] Fig. 18: Change in the capitalization of GS market and volume of the deals (bln KZT)
The data provided prove that until the late 1999 the secondary GS market failed to recover after the crisis. Before the crisis (In March-July 1998) the marker turnover was more than KZT30 bln per month. In the reported year the average monthly volume of operations did not exceed 19.7 bln of already devaluated tenge; and this indicator went beyond the range of 30 bln only twice, in October. and September (Fig. 18)

At the same time it is necessary to mention that the introduction of FFER made the Ministry of Finance significantly widen the list of financial instruments. Securities indexed according to the inflation (MEIKAM) and devaluation (AVMEKAM, MEKABM) bonds came into being. This allowed investors to significantly decrease risks of tenge’s changing rates while working at the domestic market.

The exchange secondary market of government securities

Statistics and influencing factors

Even though above described processes of reducing secondary GS market affected the exchange component, then it was an insignificant influence. In comparison with 1998 the KASE turnover increased 0.8 times from KZT61.383 bln to KZT160.511 bln. In dollars the annual equivalent was estimated as 1,320.6 mln. The share of the market controlled by KASE, on comparable operations45 increased from 4.9% in 1998 to 6.7% in 1999. In some months this indicator exceeded 80%, and in June it came to 98.4%. The detailed data on the turnover are given in table (Tab. 11).

In 1999 the decisive factor determining activity of GS auctions was the devaluation rate of the national currency in respect to USD. After the introduction of FFER, this tempo was maximal. As tenge’ s rate was stabilising, bank dealers gradually came back to the secondary GS market. The latter’s activity was growing. A highest activity of the market in the purchase-sale sector was in summer months (Fig. 19)

Tab. 11: Volume of GS trades at KASE and the share of the exchange market
	
	Internal GS  
	
	Euronotes
	
	FOR ALL

	
	Volume in
	Share  
	
	Volume,
	Share 
	
	Volume in
	Share of

	Period
	‘000 
units
	KZT 
bln
	USD 
mln
	of all 
in %
	
	nominal in ‘000 USD
	KZT 
bln
	USD 
mln
	of all 
in %
	
	KZT 
bln
	USD  
mln
	the exchange market in %

	January
	20,490
	6.495
	76.6
	8.3
	
	17,850.00
	1.418
	16.8
	3.1
	
	7.914
	93.4
	42.2

	February
	46,358
	11.007
	128.8
	15.6
	
	10,890.00
	0.884
	10.4
	1.9
	
	11.891
	139.2
	64.1

	March
	49,513
	8.882
	101.8
	12.7
	
	14,808.00
	1.245
	14.2
	2.6
	
	10.128
	116.0
	59.4

	Total
	116,361
	26.384
	307.2
	36.3
	
	43,548.00
	3.548
	41.3
	7.6
	
	29.932
	348.6
	55.1

	April
	13,887
	2.406
	23.1
	3.2
	
	6,375.50
	0.696
	5.9
	1.3
	
	3.102
	29.0
	45.2

	May
	22,963
	3.036
	25.2
	3.7
	
	10,816.15
	1.247
	10.3
	1.9
	
	4.283
	35.5
	59.1

	June
	23,123
	11.396
	86.4
	13.8
	
	7,827.25
	1.010
	7.7
	1.4
	
	12.406
	94.1
	84.9

	Total
	59,973
	16.837
	134.7
	21.1
	
	25,018.90
	2.953
	23.9
	4.6
	
	19.790
	158.6
	68.9

	July
	20,937
	19.239
	145.3
	22.1
	
	12,508.00
	1.633
	12.3
	2.3
	
	20.872
	157.6
	98.4

	August
	29,198
	16.510
	125.3
	17.3
	
	11,952.45
	1.570
	11.9
	2.2
	
	18.080
	137.2
	82.5

	September
	42,520
	22.576
	165.3
	23.2
	
	33,292.73
	4.458
	33.0
	6.0
	
	27.034
	198.3
	83.0

	Total
	92,656
	58.325
	435.8
	62.5
	
	57,753.18
	7.661
	57.2
	10.5
	
	65.986
	493.1
	87.2

	October
	20,050
	19.242
	136.5
	20.6
	
	28,707.21
	3.965
	28.1
	4.3
	
	23.207
	164.6
	78.4

	November
	14,709
	9.370
	67.3
	10.2
	
	5,455.37
	0.759
	5.5
	0.7
	
	10.130
	72.8
	81.6

	December
	33,260
	5.290
	38.3
	5.2
	
	43,144.84
	6.176
	44.7
	6.4
	
	11.466
	83.0
	31.7

	Total
	68,018
	33.903
	242.0
	35.4
	
	77,307.43
	10.900
	78.3
	11.1
	
	44.802
	320.3
	57.3

	Total for 1999

	337,008
	135.450
	1,119.8
	–
	
	203,627.51
	25.061
	200.8
	–
	
	160.511
	1,320.6
	67.7


It was not only the tenge’s devaluation rate that influenced liquidity of securities. At the beginning of autumn, when tenge’s devaluation rate grew abruptly, demand for “short money” sharpened, and this was reflected in the operational structure of the turnover (Fig. 19). The volume of “repo” operations grew considerably.
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The end of the year was marked the floatation of newly issued euronotes and settlement of eurobonds of the first emission. These events turned money of the market participants from the Exchange’s GS sector. Besides, the Ministry of Finance got significantly active in the primary floatation sector. The last 10 days of November and almost all December the issuer actively floated new GS; and due to some reasons their secondary re-distribution was to be done outside the Exchange as decided by operators. The later circumstance as well as MEAKAM coupon bonus payment date impending explained an abrupt fall of the share of the exchange turnover happened in December.

 Fig. 19: Volume of trades in GS at KASE, turnover structure and chare of the Exchange market (bln KZT)
Structure of turnover

The instrumental structure of the GS turnover at KASE was assessed in tenge volume, as in 1999 all transactions, including Kazakhstan euronotes were concluded on the basis of quotes in this currency.

On the whole in that year the most tradable securities which controlled 36.6% of the total operation volume were MEAKAM and MEOKAM (mainly the first ones), bonds denominated in tenge.Deflation indexed discount GS (17.9%), including MEKAVM with different circulation terms, ordinary and special foreign exchange notes of the National Bank, as well as bonds of local executive bodies of Mangistau oblast and Almaty are considerably left behind them.

Discount bonds denominated in tenge (MEKKAM and notes of the National Bank) were the third. Their share of the volume of exchange transactions was 16.3%. Euronotes were the fourth (15.6%); AVMEKAM (coupon bonds denominated in USD, 10.3%) were fifth. The last were MEIKAM (3.6%).

However, the above-referenced structure of the turnover is generalised. More detailed study of liquidity in some sectors of the stock market allows to mark out MEAKAM as subject to repo operations. In this sector of the market their share is 62.9% of all repo-transactions46. Thanks to their position in this sector MEAKAM (rarely traded securities) namely took the leading position in the list characterising the turnover structure of the entire stock market.

If we analyse separately the purchase-sale sector, discount bonds, irrespective of currency of issue, and euronotes and coupon GS denominated in tenge, control approximately the same share of the turnover, 20 to 24%. The least liquid securities in the purchase-sale sector were MEIKAM (3.3%) and AVMEKAM (5.8%).

It is necessary to mention that due to insignificant volume of the municipal GS issue which come to the market late, they control an insignificant share of the turnover being beyond the verge of analysis’ sensitivity. Among those kinds of securities GS of Mangistau blast are obviously leading in terms of being traded.

Transactions involving pension assets
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Fig. 20: Proportion of APF in GS turnover at the Exchange (bln KZT)
As it was said above, in 1999 the new institutional investor, APF strengthened its position in Kazakhstan (Fig. 14). This investor must invest not less than 50% of its assets in Kazakhstan securities, according to the legislation current in force. It is difficult to overestimate the role of pension funds to support both the foreign and domestic debt of the country in 1999. It was evident at KASE. The share of transactions involving pension assets concluded in 1999 at KASE was 52.4% as far as their value. In general in some months this share exceeded 70%, while in the GS purchase-sale sector it came to the record indicator in November (88.1%).

Activity of APF’s work in the GS market is different in different sectors. In the repo sector their grand total share of participation per annum was 36.3%. Here banks are traditionally leading. In the purchase-sale sector the share of APF is significantly higher and averagely comes to 81.6% in case of a correct evaluation47.

SETTLEMENT PROCEDURES ON 
GOVERNMENT SECURITIES

In the reported year all settlement procedures on GS at KASE were conducted according to the scheme “T+0”. This means settlements on securities and money were made on the day transactions concluded. The implementation of tarnsactions according to such a scheme is done exclusively through CD in the order set forth in its internal stipulated by its internal standard documents.

Settlements in cash according to “T+0” scheme are conducted only through loro accounts of participants of auctions. These accounts are opened in the National Bank of Kazakhstan. Participants of auctions, which do not have their own loro accounts in the National Bank, made settlements through loro accounts of KASE or the third party having accounts in the National Bank.

If a transaction of securities was concluded on ‘depo’ account belonging to the user of the Confirmation System of KASE, the exchange sends him a message about details of the transaction. After the confirmation is received it immediately sends CD the information of her transaction to make settlements on it. If the user of the Confirmation System rejects to confirm the transaction concluded on his depo account, this transaction shall be immediately cancelled. Responsibility for cancellation of such a transaction is taken by the participant of auctions who concluded it.

If the transaction on securities, settlements on which are made according to the scheme “T+0” is concluded on a depo account, which does not belong to the user of the Confirmation System, KASE sends CD the information of the concluded transaction.

The general consequence of settlements is as follows:

13. The KASE trade system registers the transaction.

14. If the transaction is concluded on account of a participant of the Confirmation System, the information about it is sent to him for confirmation of details of the transaction.

15. After the transaction is concluded and confirmed, the KASE trade system forms a message in S.W.I.F.T. format and sends it to CD.

16. CD freezes securities on the seller’s account and writes off money from buyer’s account to the seller’s account. If securities being the subject to the transaction are absent on the seller’s account, transaction is rejected and the KASE trade system is sent a corresponding notification about impossibility to make payments.

17. If a transaction to write off money is successful, CD transmits securities from the seller’s account to the buyer’s account and sends the Exchange a confirmation, which is available for the participant of the auction to see the confirmation from his working seat and so is for the broker of the exchange.

18. If it is impossible to write the money off the account which does not have it on, CD declines the transaction and the KASE trade system is notified of that.

The whole procedure, from conclusion of the transaction to the moment of its execution, takes 10 to 20 minutes.

Foreign exchange MARKET tc "Foreign exchange MARKET "
The foreign exchange market remains the most important sector of the Kazakhstan financial market. Since Apr. 5, 1999 the Government and the National Bank of Kazakhstan have introduced free floating exchange rate regime (FFER). This was an obligatory measure dictated by the external economic conditions developed at the time, and first of all by an abrupt devaluation of the Russian rouble in August 1998.

The shift to the FFER regime and innovations accompanying this shift, the main one of which was the obligatory sale of a half of foreign exchange earnings by exporters at KASE, as the main factor which formed in general the conjuncture of the foreign exchange market in 1999.

EVENTS

The below are the most important events of the year, that influenced the development of the foreign exchange market of Kazakhstan.

On Jan. 15, according to the decision of the KASE Exchange Board, auctions for Kazakhstan KZT/EURO were opened at KASE with foreign exchange supplies available on the day of conclusion of the transaction. Kazakhstan was the second after Ukraine in the CIS that opened auctions for this currency.

On Apr. 05, the free-floating exchange rate was introduced on the territory of Kazakhstan. This caused a powerful stream of tenge’s devaluation hence 50% of hard currency earnings of exporters of goods, works and services was to be sold ta KASE as required by the Decree of the National Bank introduced at KASE. The introduction of the obligatory sale made foreign exchange market of the country look different. In 1998 AFINEX controlled only 33.3% of comparable operations. In the reported year thanks to the obligatory sale this indicator grew up to 49.8%.

On Apr. 06 according to the decision of the Exchange Council the limit of fluctuations of the USD/KZT exchange rate within the single trade session was abandoned.  In 1999 the limit had not been determined.

On Sep. 01 “Rules of execution of settlements according to the results of the auction for foreign currencies” approved by he decisions of the meeting of the committee of the Exchange Council on the foreign exchange market dated Aug. 24 were put into force. According to the new rules, participants of auctions could pay off their net-liabilities in foreign currencies in two ways: according to the due payment method and the limited supply method. Possibility to work according to the due payment method (i.e. supplies of foreign currency until 4:30 p.m. Almaty time on the day of the auction) was thoroughly studied and tested by the KASE Settlement Chamber along with its loro-banks and each participating bank. At the end of 1999 19 participating banks were moved to work according to the due payment method.  This allowed to on-line control for fulfilment of responsibilities by banks selling foreign exchange. Thus, risks of overdue payments of foreign currencies were significantly decreased.

On Sep. 08 according to the decision of the meeting of the Exchange Council Committee on hard currency risks, the Agreement for participation in the Exchange auctions through REUTERS dealing system was approved. REUTERS dealing terminal was established and first operations through it were conducted.

On Oct. 01 the limits on sale of USD by the bank that did not shift to the urgent supply method, was reduced thrice.

On Nov. 15 the National Bank of Kazakhstan abandoned the obligatory sale of 50% of foreign exchange earnings from export of goods, works and services at KASE. 

On Nov. 29 an additional trade session on foreign currencies was opened at 11.30 a.m. to 3.00 p.m. with payments made on the day of conclusion of the transaction (TOD). The evening session operating from 2 p.m. to 6 p.m. with TOM (tomorrow, payments due the next day) and SPOT (spot, payments due the second business day) terms was opened as well. The decision was taken at the meeting of the Committee of the Exchange Council on the foreign exchange market on Nov. 22, 1999.

FOREIGN EXCHANGE TRADES

In 1999 auctions for three financial instruments (USD, DEM and EURO) were held in the foreign exchange sector of KASE with TOD terms. Only the main (morning) auctions were successful. Repeated efforts to organise an additional (day) session, as well as evening auctions were unsuccessful. In the reported period traders ignored these sessions.
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Fig. 21: Indicators of the Exchange market of the U.S. dollar
All auctions were held in the KASE electronic trade system according to the uninterrupted counter auction method. Participants could work (they did worked) in the remote access mode.

Totally in 1999 252 (257)48 trade sessions were conducted. All auctions for USD were successful, for DEM - 143 (59), for EURO - 72. Of total transactions, 37,492 (7.775) for USD, 438 (134) for DEM and 139 for EURO were processed in the trade system. Simultaneously 9 (7) to 29 (22) traders participated in auctions. In comparison with the previous year representation of auctions grew considerably, as the average number of traders working at each session was 20, while in 1998 - only 15.

Detailed data on volumes of foreign exchange auctions at KASE are given in the table (Tab.). Compare: the volume of foreign exchange operations in 1998 was49 USD312,930.1 thousand; in 1997 - USD1, 115,341.8 thousand; in 1996 - USD314,637.0 thousand; in 1995 - USD2,017,096.0 thousand and in 1994 - USD215,314.0 thousand.

The conjuncture of the foreign exchange market was determined by some factors, everyone of which decisively influenced the market in a certain period.

Tab. 12: Foreign exchange purchase (sale) volume at KASE
	
	Trade volume in th. units
	Trade volume in
	Turnover equivalent in USD th.

	Period
	USD
	DEM
	EUR
	th. tenge
	by 1998
	1999

	January
	141,210.0
	0.0
	50.0
	11,947,271.6
	-75,788.9
	141,268.2

	February
	16,105.0
	0.0
	0.0
	1,380,403.5
	-55,789.2
	16,105.0

	March
	82,305.0
	0.0
	0.0
	7,195,177.3
	-3,981.2
	82,305.0

	Total
	239,620.0
	0.0
	50.0
	20,522,852.5
	-135,559.3
	239,678.2

	April
	171,600.0
	140.0
	210.0
	19,561,787.2
	+134,248.7
	171,898.7

	May
	212,040.0
	1,175.0
	100.0
	25,354,321.8
	+137,999.1
	212,778.5

	June
	206,825.0
	1,205.0
	365.0
	27,410,423.2
	+145,513.8
	207,840.6

	Total
	590,465.0
	2,520.0
	675.0
	72,326,532.1
	+417,761.6
	592,517.8

	July
	202,145.0
	875.0
	665.0
	26,926,386.0
	+113,883.6
	203,291.4

	August
	243,800.0
	1,640.0
	410.0
	32,309,042.7
	+159,955.9
	245,124.9

	September
	284,325.0
	1,335.0
	670.0
	38,800,024.7
	+155,663.3
	285,751.3

	Total
	730,270.0
	3,850.0
	1,745.0
	98,035,453.3
	+429,502.9
	734,167.7

	October
	249,135.0
	620.0
	875.0
	35,360,894.2
	+124,616.8
	250,416.3

	November
	233,370.0
	775.0
	30.0
	32,532,779.5
	+72,606.7
	233,811.6

	December
	74,090.0
	140.0
	90.0
	10,260,804.2
	-97,013.6
	74,253.6

	Total
	556,595.0
	1,535.0
	995.0
	78,154,477.8
	+100,209.9
	558,481.5

	Total in 1999 
	2,116,950.0
	7,905.0
	3,465.0
	269,039,315.7
	+811,915.1
	2,124,845.2


The first period, before the FFER was introduced, was a traditional one for Kazakh-stan. At the eve and right after New Year a very high demand for the US dollar the country is accustomed to at this time of year overheated the market in the end of January. As a result, in February the auction volume reached its historical low point. The main volume of foreign exchange operations moved to the OTC market, which is typical for this season. Impossibility and unwillingness of banks to support a high demand for USD made traders use actively the regional arbitrage, which was actually impossible to implement at the exchange.

After the introduction of the free-floating exchange rate and until the end of May 1999 the foreign exchange market was seeking a new balance. In this period the volume of monetary base, which the National Bank was constantly trying to increase to achieve a higher monetarisation level, played a decisive role. However, enterprises and, first of all exporters, were not in a position to make use of the excess of free money to expand their production. The conjuncture of the world raw commodities markets had just begun to improve. Free capitals were unavoidably staying on correspondent accounts of second-tier banks and regularly created a powerful pressure in the foreign exchange sector, hastening the tenge’s devaluation. Only by the beginning of June, when the dollar’s rate grew from 115 to 130 tenge per unit, the devaluation level of the national currency was sufficient to achieve balance in the market and efficient funds utilisation by export-oriented enterprises. The permitted foreign currency positions of second-tier banks doubled by the National Bank promoted a fast growth of USD at the end of the period.
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Fig. 22: Indicators of the Exchange market of DEM and EUR
The third period of the year, the period of stabilisation of the Kazakhstan national currency’s rate to USD continued until September 1999. Continuing growth of world prices of oil (Fig. 9) and copper (Fig. 8), and of other Kazakhstan’s export goods, the introduction of the taxation monitoring system to supervise the country’s biggest enterprises, traditional summer passiveness of the financial market, as well as a flexible tactics of the Ministry of Finance and the National Bank in the internal debt market, positively affected stabilisation of the tenge. This tactics allowed to continue widening of the monetary base without any negative consequences in the foreign exchange sector and to considerably replenish the gold and foreign exchange reserves of the country.

Autumn of 1999 was also traditional for Kazakhstan. However, its beginning was complicated by an excessive rush (as it became evident later) in the foreign exchange market. Demand accumulated during the vacation period was promoted by some simultaneously acting subjective factors (somehow positive negotiations with IMF, published information regarding the external debt volume, which was to be repaid until the end of the year, fall of Russian rouble; introduction of the new customs duty on import of cash USD, etc.). As a result in September the devaluation rate was high, while the volume of foreign exchange auctions at KASE broke records of the monthly exchange turnover since the introduction of tenge (Fig. 21).

The final phase of 1999 was very calm due to positive news. Yet in this period the “effect of tenge’s devaluation” played the major role. By the end of the year namely the country felt results of the introduced FFER. They were the country’s positive trade balances, the growth of production and considerably increased GCR. This time tenge’s strengthening was not caused by the control over money in circulation, but the objective improvement of the situation in the real sector of the economy.

According to the annual result, tenge devaluated by 64.6%, considering the changes to the average KZT/USD exchange rate. The average exchange rate of USD in 1999 was KZT126.59 per unit. The inflation (consumer price index, in percents) was 17.8%.

In respect to DEM tenge devaluated by 42.4%. The average annual rate of DEM was KZT71.31 per unit.

The tenge’s devaluation50 rate in respect to EURO is evaluated as a trend of 43.49% APR at the annual average rate of KZT140.73 per 1 EURO.

Foreign exchange structure of the turnover

The foreign exchange structure of the Exchange market turnover did not experienced any considerable changes in 1999 and remained traditional for Kazakhstan despite the world’s attention to the new reserve currency, EURO grew. While evaluating the circulation structure in tenge, 99.6% of the total volume of exchange transactions were of USD; 0.2% - DEM, and 0.2% - EURO.

Sector structure of the turnover

In 1999 the share of the Exchange’s foreign currency turnover on comparable operations in the Kazakhstan’s foreign exchange market varied from 8.1 (February) to 65.9% (August). The average annual indicator is 49.81%. The indicator of the main currency, USD, is a bit higher, 50.84%.

Fig. 23: Dynamics of the sectors of currency market turnover, bln KZT
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Fig. 24: Proportion of the currency market of the Exchange for comparable operations
While calculating this indicator it was taken into consideration that only resident banks could conducts operations at the Exchange. Hence, the exchange turnover with only volumes of the off-exchange transactions concluded by resident banks among each other were compared. While comparing the exchange and off-exchange turnovers it was also considered that AFINEX and KASE reports show the amount of all concluded bilateral transactions as standing for the auction volume. That is why while comparing the off-exchange sector, the average between sales and purchases was calculated, or the exchange indicator was doubled. All comparison was conducted by the equivalent of the transactions volume given in tenge and calculated at the real rate of each conducted operation.

Dynamics of the share of the foreign exchange turnover at the Exchange quite well correlates with the changes of the total volume of the country’s foreign exchange market (Fig. 23). The results of the conducted analysis prove that except rare instances the market activity was growing thanks to the increasing volume and share of the Exchange operations.

Market monopolisation

In 1999 the exchange sector of the currency market was characterised by a comparatively high degree of monopolisation. The share of the most active (considering the volume of executed operations) second-tier bank in the gross volume of auctions for USD was 15.41% (12.9%), of four banks -  48.1% (43.5%), of eight – 75.5% (69.2%), of eleven – 85.8% (79.7%), of fifteen – 92.7% (82.2%). During the year 32 banks participated in auctions.
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Fig. 25: Monopolization degree of the Exchange market of USD (% of total gross position)
The data obviously show that like earlier, the conjuncture of the foreign exchange market at the Exchange was determined by only 6 to 8 participants. However, the operation volumes of the leading (by activity) banks had somehow aligned. For the last three years no principal changes were observed as far as the degree of monopolisation is concerned.

FOREIGN EXCHANGE SETTLEMENT PROCEDURES

In the reported period all foreign exchange settlement procedures at the Exchange were conducted by the Settlement Chamber of KASE. The main work of this department was to ensure foreign exchange and futures settlement procedures. The activities of this department were regulated by the KASE standard documents “Order of execution of settlements in Kazakhstan tenge on transactions concluded at the Exchange auctions”, “Regulation of settlements in foreign currencies”, as well as by other standard documents.

Placing of money paid for purchased financial instruments to the loro-account of the Exchange was conducted through the Department of Payment Systems of the National Bank of the Republic of Kazakhstan.

Settlements in Kazakhstan tenge

Settlements in tenge were conducted through the loro-account of the Exchange to the Department of Payment Systems of the National Bank of Kazakhstan using the terminal of KTMR NSE. Payments were conducted in the online regime.

Settlements in foreign currencies

In 1999 international loro-network of the Exchange was mainly operated through the communication net S.W.I.F.T. “Bank-client” settlement systems were used as reserve systems to work with loro-banks. 

In the reported period the Exchange continued cooperating with loro-banks:

· American Express Bank Ltd. (payments in USD, New York, USA);

· Bankers Trust Company (USD, New York, USA);

· The Bank of New York (USD, New York, USA);

· Bankers Trust Company (DEM, Frankfurt-on-Maine, Germany);

· Commerzbank AG (DEM, EUR, Frankfurt-on-Maine, Germany);

· Deutsche Bank AG (DEM, EUR, Frankfurt-on-Maine, Germany).

The total turnover of settlement in USD in 1999 was USD1,416,467,062.70. Of this amount, the most part, USD736,961,643.39 (52.03%), was paid through Bankers Trust Company. Through the loro account of The Bank of New York USD657,648,245.66 (46.43%) was paid. The least turnover characterises relations through the loro account with American Express Bank Ltd. – USD21,857,173.65 (1.54%).

In 1999 the total DEM turnover in loro accounts of the Exchange was DEM 5,505,000, which significantly exceeds the same indicator of the previous year (2.9 times). Settlements in DEM were conducted through the loro account of the exchange in Commerzbank AG.

From Jan. 1, 1999, due to the introduction of the single European currency, loro accounts in EURO were opened with Commerzbank AG and Deutsche Bank AG. For the year the total money turnover in EURO was EURO1, 840,358.60. Settlements in EURO were mainly conducted through the loro account of the Exchange in Commerzbank AG.

deRivatives MARKETtc "deRivatives MARKET"
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 Fig. 26: Volume of deals and opened inte-rest on futures contracts
In March 1999 auctions for futures worth USD1,000 were resumed at KASE. This is the second attempt to organise the exchange market of futures.

The first attempt resulted in a comparatively active market of 1996. Problems in this sector emerged in November-December of this year, when the cost of the basic asset was increasing fast. A high profitability of holders of advantageous positions was accompanied by the same significant loss of their counter-agents, who lost interest to continue the game. The narrowness of the market did not let them liquidate detrimental  positions with least losses. In the result a significant number of traders preferred not to participate in futures auctions. Since that time the activity of the futures currency market had been reducing fast, and by the end of 1997 the sector ceased to exist, in fact.

The new attempt made by KASE in the reported year was also complicated. The volume of auctions of the first month came to the unprecedented value for Kazakhstan, USD820,000. However, after the introduction of FFER of tenge on Apr. 5, the situation in the exchange futures market got into situation of a crisis. As a result of abrupt  fluctuations of the basic asset price, one of clearing members with unsecured short position became insolvent.

After this difficult situation was settled, KASE took a number of measures to toughen the rules regulating the futures market. In particular, it introduced the requirements to the minimal size of shareholder capital of a clearing member in the amount of USD20 million, and increased the depository margin rate. For clearing members the requirement to form a minimal guarantee fee was introduced. The measures taken had positive outcome. In 1999 the total calculated volume of transactions in the futures market of Kazakhstan came to the unprecedented value, USD60,575.0 thousand. In 1996 this indicator did not exceed USD11,963.0 thousand, in 1997 – USD1,249.0 thousand., in 1998 – USD32.0 thousand. Sometimes (which was also observed in Kazakhstan for the first time) the daily transaction volume in the futures market in 1999 competed with the daily volume of auctions for the basic asset, and rarely exceeded it. The volume of open interest in the floor also reached unusually high indications for Kazakhstan.

At the same time it should be mentioned that the annual result does not make it possible to speake of a new steady sector, the futures sector, that emerged in the country’s financial market. Events observed in 1999 may be considered as sporadic ones. The market remains very unstable. Real hedgers are absent in this market.

EVENTS

The below are the most important events of the reported year, which influenced the development of the exchange futures market.

On Mar. 01 regular exchange auctions for unsupplied futures worth USD1,000 were opened after more than a year break. Before that the last position in the AFINEX futures market was closed on Feb. 16, 1998.

On Mar. 02 the first futures transaction was concluded at the Exchange. As a result 10 positions on the futures to be due in March were opened. 

On Apr. 05 the free-floating exchange rate was introduced in the territory of Kazakhstan. This resulted in a spasmodic devaluation of tenge by 30% at once. As it was mentioned above, this created serious problems in the futures market. On the same day, according to the decision of the Exchange Committee on the foreign exchange market, the deposit margin rate of 20% of the opened position was set up, as well as the circulation term of futures was reduced to two months. The measures taken were aimed to reduce risk of operations with futures.

On Apr. 21 at the general meeting of the Exchange Council and the Exchange Committee of the Council on the foreign exchange market approved the package of internal standard documents of KASE regulating conclusion of futures transactions, as well as settlement on them. The new wording of the documents took into account the introduction of FFER and created conditions for participants of auctions to work in the new regime of the basic asset rate formation.

On June 01, according to the decision of the Exchange Council, clearing members who had not pay guarantee fees were excluded from the membership in KASE, category “С” (authorised to participate in auctions for futures).

Tab. 13 Results of trades in futures
contracts
	Month
	Num-ber of deals
	Volume of deals,
'000 USD
	Volume
 of open interest, '000 USD

	March
	6
	820,0
	400,0

	I quarter
	6
	820,0
	400,0

	April
	23
	4 110,0
	1 498,0

	May
	19
	6 560,0
	2 050,0

	June
	38
	16 310,0
	2 785,0

	II quarter
	80
	26 980,0
	6 333,0

	July
	16
	10 315,0
	1 315,0

	August
	14
	2 725,0
	300,0

	September
	13
	2 400,0
	500,0

	III quarter
	43
	15 440,0
	2 115,0

	October
	11
	16 820,0
	8 100,0

	November
	6
	515,0
	7 600,0

	IV quarter
	17
	17 335,0
	15 700,0

	Year
	146
	60 575,0
	24 548,0


TRADES FOR FUTURES CONTRACTS

In the reported year the subject of auctions was the only type of futures for the amount of USD1,000, the non-quoted, or so-called settling futures. Settlements amongst participants of this kind of auctions were made according to the difference between the price of the initial transaction and the final settlement price of the basic asset, which was calculated as the average price of the Exchange in USD with TOD payment terms for the last five days of auctions until the day of execution, including this day. The period of realisation of the contract was determined as the last working Friday of each month.

The choice of the settling type of futures is explained with KASE’s desire to attract not only banks, but also other financial organisations, which cannot carry out foreign exchange operations with futures.

In the reported year auctions for futures were held daily at KASE with the method of dual counter auction in the electronic trade system of the exchange. The trade sessions partially exceeded trades for the basic asset timewise. This allowed dealers to conclude futures transactions in foreign exchange within the KASE main session. Besides, it was possible to trade futures in the remote access regime.

Totally during the year transactions were concluded on 13 contracts. The most tradable futures were the futures with maturity due in May (FUSD9905UN), as far as the number of transactions goes. Twenty four transactions for this futures were registered for the total amount of USD6,828.0 thousand. The second one is the November contract (FUSD9911UN): 23 transactions with the calculated turnover of USD9,070.0 thousand. The same contract is the leader among other operations conducted in 1999, by its volume.

TECHNOLOGIEStc "TECHNOLOGIES"
SOFTWARE AND HARDWARE OPERATED KASE TRADE SYSTEM

The KASE electronic trade system, “Multi-purpose trade module” was designed by specialists of the exchange, who took into consideration latest achievements in the trade technologies and which does not yield to systems of this class made by specialised companies in its characteristics. The latter was proved by testing, as well as while working in trade systems designed by outside organisations.

The KASE trade system ensures participation in online auctions, including that from a remote terminal. The important peculiarity of the KASE system is its flexibility, which helps set separate modules up quickly and to update them to trade different financial instruments considering requests by members of the market.

The main characteristics of the KASE software and hardware operated trade complex are as follows:

· “Client-server” ideology.

· The server part of the trade system was designed in C++ language to comply with the operational system HP-UX.

· The clients part of the trade system was designed in  C++ language in Builder vI.0 shell for the Win32 platform.

· The protocol of exchanging with messages in the net while conducting auctions  is TCP/IP, the local net is HP 100 VG.

· As the main trade server of the system, HP9000 T500 produced by Hewlett Packard (HP-UX v.10.20) is used.

· The system includes the “cold backing up of the system” using HP D-350 server.

· To keep data and to manage them SQL Informix v.7.12 server is used.

· The KASE trade system is protected against temporary power failures with the two uninterrupted power sources made by Merlin Gerin, with the capacity of 20 KWt each.

TECHNOLOGICAL DEVELOPMENT

The reported year was marked for the exchange with technological development in some promising directions, stated below.

Modification of the trade system

In the frame of improvement of the KASE trade system software, the exchange fulfilled works to optimise internal algorithms of the trade system, the mechanism of exchanging messages between clients and server applications, as well as worked out the special mechanism to save the critical information about the work of the clients’ module.

Traded instruments list extension

At the beginning of the year, the KASE trade system was additionally elaborated in the part of to be organised for futures. In November 1999 elaboration were made, as new instruments (foreign exchange operations with TOM and SPOT payment terms) were introduced at auctions.

In November-December 1999 the trade module was also elaborated. It helps market-makers of financial instruments of the Exchange present their own quotes. The trade system was also elaborated and modified to ensure operations get conducted in ‘pure prices’, which do not include accrued interest while trading coupon bonds.

Long range technologies design

In November 1999 Actis System Asia company concluded a contract to design software for providing the KASE official representation in the Internet (www.kase.kz). 

To encourage investors’ interest to the Kazakhstan exchange market, to attract new clients to KASE and to further improve informational transparency of the exchange market, a special interface of the KASE trade system was design. This interface allows the informational systems of the Exchange members to interact with the trade system. After a certain elaboration of the informational systems of KASE members and their sub-systems of “client-bank” type, this interface will allow KASE members to render their clients services of direct access to see quotes of financial instruments and to submit orders to the trade system of the exchange.

The above mentioned directions of the technological development of KASE are defined by the exchange as key ones.

WORKING ON THE Y2K PROBLEM

Within the total reported period KASE was purposefully working to prevent the danger of the computer “problem 2000”. A special commission was established; a plan of measures to find, test and upgrade software and equipment according to the inventory list was realised. Under the auspices of the program UNIX operation system was upgraded in the KASE trade servers, produced by Hewlett Packard company. 

Repeated testing of the informational systems of the exchange revealed KASE was absolutely ready for 2000. Nevertheless, in case of unexpected circumstances that could emerge at the beginning of 2000 the exchange prepared the plan of corresponding measures and purchased the special diesel-generator to protect from electricity failures in the KASE premises.

� AFINEX members.


� Both AFINEX and KASE members, including AFINEX - 29, KASE – 46.


3	Clearing member on futures contracts.


4	Trade member on futures.


5	According to reports of brokers-dealers submitted to KASE and data of NSC.


6	KASE assessment.


7	NSC: “Condition of the securities market of the Republic of Kazakhstan. Results of 1999.”


8	Estimated in respect to the official rate of USD.


9	Excluding trading with SBS.


10	The status of a market-maker demands the most strict requirements on spread of obligatory quotations to be held


11	Rules of execution of investment activities by pension assets management companies”, an arbitrary document of NSC #11 dated 13.08, 1998 along with all following supplementation and changes.


12	30% of net pension assets of NAPF as of the above-mentioned date.


13	Requirements regarding USD10 mln was abandoned, yet for intensively developing companies it remains valid.


14	In March 2000 issuers were granted a deferment in respect to this requirement.


15	NSC: “Condition of the securities market of the Republic of Kazakhstan. Results of 1999.”


16	Approved by the decree of the NSC Board of Directors #462 dated Oct. 26, 1999.


17 Rules of securities admission to the sector “Non-listing securities”, approved by the decree of the NSC Board of Directors #100 dated June 26, 1998.


18	Transactions were concluded not earlier than in 1999 and assessed according to USD/KZT exchange rate of KASE valid on the date of the transaction.


19	Price fixed while selling the state block of shares.


20	Calculated at the current KZT/USD exchange rate.


21	Fuel-energy complex: production and processing of oil, gas, coal as well as adjoining enterprises of this branch.


22	Production and processing of ferrous and non-ferrous ores, production of ore concentrates, metals and their alloys.


23	Considering the shift to quoting in USD.


24	The Sokolovsko-Sarbaisk concentrating mill.


25	By the data of LME, published in Reuters and Internet.


26	The closest to the execution futures contract.


27	Until April 05, 1999 – at the AFINEX (KASE) closing rate (auctions for USD), from April 05, 1999 to Sep. 01, 1999 – at the average exchange rate of USD for the date of transaction.


28	After Sep. 01, 1999 – at the average USD exchange rate for the date of transaction.


29	The present report is not aimed at the accuracy of assessment which still looks problematic.


30	Bond prices are given considering accumulated interest.


31	C - an ordinary registered share, P - a preferred stock, B - a bond.


32	Transaction concluded before split of the stocks of this company.


33	Calculated in USD.


34	Estimate of KASE by the data of NSC at KZT/USD official rate as of indicated date.


36	Volumes of USD until Apr. 6, 99 were calculated at the closing rate of the Exchange trades in USD, from Apr., 99 – at weighted average rate of the Exchange on the date the transaction was made on.


37	To liquidate barriers in the international trade representatives of 30 countries with developed stock markets united their efforts and in 1978 established “Group of thirty” (G30). In March 1989 G30 published its statement and for the first time declared nine recommendations on organising of the internal stock markets.


38	Emissions of GS by executive bodies of Kazakhstan, oblast and city Akimats.


39	Date of the actual circulation of euronotes of the third emission is Oct .18, 1999.


40	REUTERS Information Code.


41	At the official KZT/USD exchange rate stipulated by the National Bank of Kazakhstan as of July 27, 2000.


42	Excluding interest payment.


43	At the official KZT/USD exchange rate stipulated by the National Bank of Kazakhstan as of July 27, 2000.


44	Considered at the official exchange rate, assessed by KASE.


45	Only purchase-sale and repo transactions, as other kinds of operations are impossible at KASE.


46	It should not be forgotten that it is possible to mark out repo operations correctly only from July 1999, when the corresponding sector was opened at the exchange.


47	From August to December, when the repo sector was working at the exchange and direct transactions in the purchase-sale sector were forbidden.


48	The corresponding indicator of 1998 is given in brackets.


49	The dollar equivalent is given.


50	The first deal in euro was made on the Exchange, floor on Jan. 15, 1999, therefore it is a devaluation rate, not the devaluation it self
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