
Weekly Forex Review 

(September 5-9, 2022)


Last week, the national currency weakened against the 
dollar (-0.19%) and the euro (-1.0%), but there is a slight 
strengthening of the exchange rate against the yuan 
(+0.03%). It is also noteworthy that the ruble exchange rate 
remained at the same level – 7.84 tenge. Since the 
beginning of the year, the tenge has weakened against the 
dollar by 9.62%, against the ruble - by 36.11%, against the 
yuan by - 0.57%, but strengthened by 2.4% against the euro.



The weekly volatility of the tenge exchange rate has 
increased against foreign currencies: it was 0.4% against the 
dollar, and the ruble – 0.8%. During the week, the national 
currency weakening occurred mainly at a low trading 
volume on the stock exchange, as well as a decline in oil 
prices and the Dollar Index by the end of the week.



The USDKZT pair trading volume over the past week 
increased by 129.7% compared to the previous one (a 
decrease of 29.7% compared to the average weekly trading 
volume in 2022) and amounted to $ 403.53 million. The 
doubled volumes are since the previous week was short 
and followed the tax one.


*volatility is calculated as the variation coefficient 

▲▼ an increase or decrease in volatility compared to the previous period 
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* dynamics of currency pairs on the charts are presented for the last 12 months
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The Tenge Index


The Tenge Index decreased by 0.2% over the week, by 
12.6% since the beginning of the year and amounted to 
79.32 points.



The weakening of the tenge is due to the continued decline 
in oil prices to 88-92 dollars per barrel (-0.9% per week). At 
the same time, the dollar fell by 0.6% to 108.97 points over 
the week and eased slightly the pressure on the currencies 
of developing countries, including the tenge.



In August-September of this year, the Tenge Index 
stabilized at the 77-80 points level. Over the same period, 
the fundamental factors have changed significantly: oil 
quotes decreased by 16.2%, and the Dollar Index increased 
by 2.9%. The tenge exchange rate against the Russian ruble 
stimulates the reduction of volatility and the weak 
sensitivity of the Tenge Index to changes in fundamental 
factors. Recall that the share of the ruble in the Index is 25%. 
At the same time, the ruble to tenge exchange rate 
depends on the ruble to the dollar exchange rate, which is 
currently being formed on not free foreign exchange 
market and non-market conditions.



Last week, the curve of oil prices (adjusted to the base 
period of the end of 2018) converged with the Dollar Index 
curve. The last time such a convergence of the two curves 
was observed in January 2021, when oil quotes rose to $ 60 
per barrel against the backdrop of Joe Biden's inauguration, 
and the Dollar Index was stable. Now the reasons are 
completely different: the convergence was forced by the 
global dollar strengthening and the decline in oil prices.


Source: data of the National Bank of the Republic of Kazakhstan,

Jusan Analytics calculations


Brent crude oil
 the Tenge Index (right scale) the Dollar Index (right scale)

Dynamics of changes in the Tenge Index, 

the Dollar Index and oil prices


 to the base period (December 2018)
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External factors 

of exchange rate


Last week, oil quotes fluctuated between 88-95 dollars per 
barrel. By the end of the week, the Brent crude oil price was 
at $ 92.19 per barrel.



At the beginning of the week, OPEC+ announced a 
reduction in the quota for oil production by 100 thousand 
barrels per day in October. And given this reduction, the 
production quotas in October will be equal to the August 
one. Thus, as promised by the Saudis to the US President in 
September impact of a token increase in production on the 
supply volume in the oil market will be levelled.



Amid this news, oil quotes at the beginning of the week 
temporarily rose to $ 95 per barrel. At the same time, the 
market reacted not to the production cut itself, but to the 
announcement of the readiness by OPEC+ members to 
maintain stability in the market. Therefore, prices continued 
to decline after a temporary increase by the end of the 
week. This was caused by concerns about weakening 
aggregate demand, increased anti-currency restrictions in 
China and expectations of further aggressive monetary 
tightening in the United States (the next meeting of the 
Fed and the decision on the key rate is on September 21).



The Dollar Index for the week under review decreased by 
0.6% to 108.97 points level. The dollar adjustment is caused 
by an improvement in market expectations amid a growing 
hope that decisive actions by the Central banks of key 
countries will avoid a prolonged economic recession. The 
sustainability of this trend depends on the effectiveness of 
the measures taken and the absence of additional shocks.


tenge to US dollar exchange rate tenge to ruble exchange rate

Currency exchange rate volatility

Dynamics of exchange rates
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Source: data of the National Bank of the Republic of Kazakhstan, Jusan Analytics calculations
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92.2 -0.89 +22.58

869.5 +7.21 +12.81

52.8 +0.38 +17.09

100.2 +4.88 -10.92

285.6 -0.25 +0.11

2275.8 -0.03 -18.94

7851.0 +2.86 -19.23
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In addition to oil, prices of most main export goods 
increased last week. This was facilitated by the dollar 
weakening in global markets. The increase in prices of non-
ferrous metals was affected by a reduction in demand 
against the background of the retirement from the service 
of smelting capacities in China. Copper prices increased 
due to the shortage of metal ready for unloading.



Wheat prices are rising amid concerns about exports from 
the Black Sea region due to Russia's criticism of the grain 
export deal - the "grain corridor". The Russian side notes 
that the export of Russian goods was not secured within 
the framework of this deal,  and the question of the need to 
extend the deal on its zero results (for the Russian side) 
arises.

Dynamics of the main export goods of Kazakhstan


Source: Investing.com, finance.yahoo.com
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Jusan Analytics Opinion

As observed last week, tenge weakening was due to the 
continued decline in oil prices and the growth of 
expectations for the Dollar Index strengthening as a result 
of the Fed's statements about a further significant rate 
hike.



Given the recent Decision of the National Bank of the 
Republic of Kazakhstan to keep monetary conditions at the 
same level despite the acceleration of inflation observed in 
August and the fact that the peak of inflation has not been 
passed, the tenge exchange rate will be under inflationary 
pressure. Thus, internal and external investors will invest a 
great risk premium in the tenge exchange rate, thereby 
contributing to the depreciation of the tenge against other 
currencies.



The increase in the tenge exchange rate volatility against 
foreign currencies last week indicates an increase in the 
currency expectations uncertainty of market participants.



In addition to the influence of fundamental external factors, 
the subsequent trend of the exchange rate will largely 
depend on the measures of the authorized authorities. At 
the same time, in the absence of additional shocks, the 
expected dynamics of external factors pull the tenge 
exchange rate down.


Simulated dynamics of the exchange rate
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big tax week (rent export tax, VAT, mineral extraction tax)

Upcoming tax payment periods 

in September-December, 2022
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Disclaimer:



Jusan Analytics is an analytical structural division of "Jusan Bank" JSC. 



This work is for informational purposes only and is not an offer or attempt to provide report, business, financial, investment, legal, tax or other professional 
advice or services by Jusan Analytics. The publication is based on information that we consider reliable and obtained from dependable open sources, but 
we do not confirm that all the information provided is accurate.



We are not responsible for the readers' use of the information that is contained in the work to make independent financial decisions.  "Jusan Bank" JSC 
represented by Jusan Analytics team does not undertake to regularly update the information contained in the publication or correct possible 
inaccuracies. At the same time, the information in the work is not exhaustive and may be changed at any time without prior notice.



The information published in the work is available for personal use, but is not intended for commercial distribution and cannot be reproduced, 
transmitted or published, in its entirety or sections, without the prior written permission of Jusan Analytics.
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