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RAZARHSTAN

Strengthening financial ties
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s a transcontinental country, Kazakhstan
has been a vital gateway bridging European
and Asian trading interests since the earliest
pioneering journeys on the Silk Road.

But today Kazakhstan is an important player on
the global stage in its own right, and one increasingly
reflecting its standing as the ninth largest nation in the
world. The decision to host the most recent OCSE
summit in Astana was recognition of the country’s
significant progress over the past two decades. In
welcoming leading political figures — including Deputy
Prime Minister Nick Clegg and a senior UK delegation
— this summit gave Kazakhstan the opportunity to show
it is open for business to the world.

During the years of independence, Kazakhstan has
made considerable progress in implementing difficult
reforms to establish a politically stable market economy.
These efforts were recently recognised by the World
Bank’s 2010 “Doing Business” report, which listed the
country as one of the top reformers particularly when
it comes to tax and customs codes.

Hosting a high-profile event like the OCSE summit
will - T hope — add further impetus to the development
of Kazakhstan. And it is clear that trade between
our two nations will continue to play a vital role in
delivering this vision of a strong, diversified Kazakh
economy over the years to come.

The UK is one of the largest investors in Kazakhstan,
having provided more than US$6 billion since the
country’s independence in 1991 and we are currently
the second largest provider of FDI. UK exports to
Kazakhstan in 2008 were US$309 million and imports
from Kazakhstan totalled US$164 million.

A visit by the late Lord Mayor Ian Luder and a
financial services industry delegation in July 2009
helped to strengthen long-standing financial ties
between our two countries. There are well over a
hundred UK companies or joint ventures with British
connections active in Kazakhstan, including the likes of
HSBC, RBS, BG and Shell.

On the other hand, many local companies are turning
to Britain for financial services expertise and capital
raising. An increasing number of Kazakhstani companies
are listing on the London Stock Exchange — often
in partnership with the Kazakhstan Stock Exchange
(KASE). Indeed, IPOs to a value in excess of US$14
billion have taken place since 2005 and two firms are
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now in the FTSE 100 — ENRC and Kazakhmys.

Of course, we cannot afford to be complacent.
Following the financial crisis Kazakh companies have
increasingly turned to the East and that is why the City
needs to work hard to reiterate our established strengths:
a broad investor base, deep capital pools, sophisticated
markets and an unparalleled skills base. And although
the Kazakh banking system — like others across the
globe — has experienced difficulties since the crisis its
capitalisation still exceeds US$1 billion following rapid
development over the past two decades.

It is clear, nevertheless, that Kazakhstan’s natural
resources will continue to be the key driver in ensuring
the country continues to be a major regional, and indeed
global, power house. The energy sector is a major
success story, with Kazakhstan forecast to be among the
world’s top 10 oil-producing nations by 2015. In order to
realise the President’s target of pushing into the top 50
performing economies, however, there remains a need
to diversify the country’s economic and financial base.

Innovations such as the Special Economic Zone
established in Astana will be crucial to encouraging
additional foreign investment and attracting the range
of firms needed to establish a cluster of any meaningful
size. But like many other rapidly-developing markets,
one of the main challenges for Kazakhstan’s financial
development is regulation.

The regulator AFN(Agency of the Republic of
Kazakhstan on Regulation and Supervision of Financial
Market and Financial Organizations) has taken a
number of measures intended to strengthen the sector
focused primarily on increasing financial prudence, and
addressing lessons from the financial crisis.

These included the improvement of risk management
systems and corporate management in financial
institutions; rebalancing the liability structure of
banks; strengthening the requirements on the issuers
of securities; improving the prudential regulation of
cumulative pension funds and pension asset management
organisations; strengthening the culture of investment.
The AFN also ran programmes of financial literacy
instruction and adopted the regulatory concept of
counter-cyclicity as a measure of risk reduction.

These steps are welcome from the perspective of
international investors and it is equally heartening that
Kazakhstan has announced a ‘Business Road Map to
20207, outlining plans for job creation and regional



business development over the medium term. The
City is particularly well placed to offer help specific to
Kazakhstan’s needs when it comes to accelerating the
development of infrastructure and training.

As a world-leader in Public-Private Partnership
infrastructure financing, with a proven track record
around the world, the UK is a natural partner for
Kazakhstan. In fact, we already have close ties in this
field following the establishment of our PPP centre in
Astana in 2008. On the training front, the Anglo-Kazakh
Law Association has been established for four years
following cooperation between the Bar Council and
the Kazakh Bar Association, and further cooperation is
envisaged in the near-term.

During the last Lord Mayor’s visit in 2009 my
predecessor emphasised the importance of conforming
to International Accounting Standards and International
Financial Reporting Standards. The City is home to a
wide range of professional services firms that can play a
vital role in developing the skills and structures needed
to promote a transparent business environment valued
by overseas investors.

Another sector that would benefit from bilateral
partnership is insurance. Firstly, there is a lack of big
name international life insurance companies in the
region. There are currently many Kazakh insurance
companies in the market and the Central Bank owns
90 per cent of the second largest pension provider. City
firms are major international players in this market and
there is significant scope for future collaboration.

The development of Islamic financial instruments
in Kazakhstan also stands to benefit the domestic
corporate sector. Kazakhstan adopted legislation
on Islamic Finance in early 2009 and there is a real
demand for such products. Recent announcements
from the Minister of Finance on the subject of

sovereign sukuk and overcoming legal obstacles on
Islamic bonds by early next year have set out a very
encouraging timetable.

London is the home of Islamic Finance. The UK
is well-placed to help with its development. We have
been developing the Islamic Finance market in the UK
for 30 years. There are 22 banks in the UK which offer
Islamic finance services, including five which are fully
Shariah compliant — more than in any other Western
country. The UK is also the leading skills centre for
Islamic Finance education, training and qualifications.
Twenty law firms in the UK provide legal services in
Sharia compliant finance and English legal experts
have advised governments, regulators, and leading
institutions on Islamic Finance architecture and
product development. In other words, we are a natural
fit when it comes to developing the capacity needed to
meet domestic demand.

Of course, the cooperation between our two countries
is not restricted to just financial and professional
services. During the 2009 visit a Memorandum of
Understanding was signed between TVET UK and
Bradford and Loughborough Colleges to train 1,000
volunteers as hosts for spectators and competitors for
the historic 7th Asian Winter Games, which will be
held in Almaty next year.

Kazakhstan has taken great strides when it comes to
delivering the reforms needed for future success, and
now has the most sophisticated financial system in the
region. The country is at a crossroads, however, when
it comes to diversifying the economy and overcoming
bottlenecks to future growth. By working together we
can ensure that Kazakhstan’s development continues to
gather pace —and that the country is recognised for the
foreseeable future as not only a gateway for trade but
also a major economic player.

FIRST

Like many
other rapidly-
developing
markets, one
of the main
challenges for
Hazakhstan’s
financial
development
IS regulation

Alderman Michael
Bear on his election
as 683rd Lord Mayor
of the City of London




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 10%)
  /CalRGBProfile (Apple RGB)
  /CalCMYKProfile (U.S. Sheetfed Coated v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends false
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 0
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage false
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages false
  /ColorImageDownsampleType /Average
  /ColorImageResolution 2400
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages false
  /GrayImageDownsampleType /Average
  /GrayImageResolution 2400
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Average
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /CreateJDFFile false
  /Description <<
    /FRA <>
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <FEFF004700680079006c006c007000720069006e0074002700730020005200650063006f006d006d0065006e006400650064002000530065007400740069006e00670073>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.283 858.898]
>> setpagedevice


