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Risks and prospects

 The current macroeconomic situation assumes the 

prolongation of large-scale inflationary pressure and 

more pronounced manifestations of recessionary 

processes until the end of 2023. In general, there are 

more pro-inflationary risks and they are more significant 

than disinflationary ones

 Rationing measures such as tightening monetary 

conditions in response to price hikes harm global 

economic activity. The actions of the monetary regulators 

of the world create conditions for the emergence of 

disinflationary influence from aggregate demand. However, 

the presence of supply-side problems commensurate with 

the weakening of demand compensates/reduces the effect 

of the anti-inflationary measures taken. At the same time, 

the increasing restrictions on consumer demand are 

destabilizing and compressing business activity

 It is obvious that now the actions restraining demand alone 

are not enough to stabilize the situation with prices, as it 

was before. It is necessary to solve the problems of limited 

supply, which have been ignored for a long time. 

Macroeconomic stabilization measures should be more 

focused on supply-side economics

 We note a shift in the balance of risks in the Chinese 

economy. If the new trend of gradual digression from the 

"zero tolerance" policy continues and there are no new 

large-scale outbreaks of coronavirus, then China's 

economy may resume its previous activity and improve 

the prospects for aggregate supply in the world. At the 

same time, the recovery of China's business activity may 

result in a huge volume of deferred demand and cause 

another wave of price growth.

 Thus, the increased global inflationary background 

contributes to maintaining negative pressure on consumer 

prices in Kazakhstan

 The growth of oil revenues is still supported by the 

favourable price environment in oil markets. And this, in 

the context of declining forecasts for the prospects of 

the domestic economy, looks like it will contribute to 

maintaining an increased level of anti-crisis support. The 

growth of government spending, as opposed to monetary 

constraints on demand, also partly acts as a measure to 

stimulate it to ensure positive economic growth. The 

solution to this structural problem of Kazakhstan, which 

carries with it the threat of even more out-of-control 

inflation, measures to calibrate public policy

 There are no factors that could significantly help with the 

stabilization of the price situation in the medium term. 

Creating conditions for solving the problems of the 

discrepancy between supply and demand in the domestic 

market will take more time.

Therefore, we do not expect inflation to return to the 

target zone in a year. Following this year's results, we 

forecast inflation to reach 21%, and its slowdown to 

12.5-13.5% in 2023, which will be mostly due to the 

technical effect of the high base of the current year.



Global trend

In November, inflation in the world continued to slowly fall due 

to lower energy prices, which were significantly higher than $ 

100 per barrel in the spring and summer of this year. Against 

the background of demand prospects restrained by monetary 

measures, the slowdown in the global economy increases the 

global risks of stagflation. 


According to the latest data, the FAO Food Price Index has 

stabilized at the level of 135.7 points, which is commensurate 

with the previous year's value. A new survey of supply and 

demand in the grain market from the FAO notes a decrease in 

production forecasts in 2022, which increases the risks of a 

shortage and a second wave of growth in the cost of grain 

on world markets. 


Inflation expectations of economic agents remain elevated 

despite the declining growth rates of food and energy prices, 

as well as the observed slowdown in inflation in most countries 

of the world. The long-term price pressure changes consumer 

behaviour: people begin to wait for further price increases, and 

their actions make inflation stable and long-lasting. They 

perceive price increases with greater tolerance, but demand a 

reciprocal increase in income to keep up and maintain their 

purchasing power at the same level.

This is the main factor in favour of continuing the current 

aggressive policy of raising interest rates until business 

activity weakens enough for price growth to be curbed and 

the trend becomes steadily downward. And expectations 

following the downward trend of inflation began to decline 

and ceased to exert adverse pressure on price dynamics.

And China, since the "zero tolerance" policy has reduced 

consumer demand and lowered prices against the background 

of other countries, continues to be almost the only economy 

with inflation below the target. In November, the probability of 

an early recovery of business activity in China increased 

slightly. This was facilitated by the steps taken by the Chinese 

government to gradually mitigate anti-COVID measures.




A prolonged logistical crisis explains the continuing 

pressure on supply chains (chart 1). The increase in the cost 

of production and transportation, the costs of reorientation of 

production amid geopolitical tensions and mutual sanctions 

increase the costs of manufacturers and lead to a 

corresponding increase in prices, which affects end 

consumers.



The growing price pressure at the already high cost of goods 

worsens the quality of life and forces people to look for 

additional funds to meet their needs. The demand for loans is 

expanding, requests for higher wages are becoming more 

frequent and there is a need to provide social support remains 

to avoid social tension and internal conflicts.
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Domestic inflation

The latest data correspond to the persistence of increased 

inflationary pressure in the economy. Consumer prices rose 

to 19.6% YoY in November (1.4% MoM). The observed 

inflation rate is more than 2 times faster than in the same 

period last year despite the slowdown in the monthly rate of 

price growth.



Inflation is formed under the simultaneous influence of 

supply and demand factors. Consumer inflation is growing 

largely due to the acceleration of price growth of the food 

component of the consumer basket (charts 2-3)

 Food commodities – 24.1% (1.8% MoM vs. 1.4% a month 

earlier)

 Non-food goods – 18.6% (1.6% vs. 1.7%)

 Market services – 14.1% (0.8% vs. 1.7%).



The relatively stable exchange rate of tenge restrains further 

price acceleration for non-food products. At the same time, 

higher prices for fruits and vegetables began to exert greater 

pro-inflationary pressure on consumer goods.



The core inflation indicator accelerates the growth rate and 

is formed above the general indicator of price growth, 

reaching 21.8% (graph 4). This is a sign of a prolonged high 

inflationary background, which has a widespread to consumer 

goods.



Household inflation expectations also continue to 

deteriorate. They immediately rose to 21.6% in November 

(19.0% in October), which is as much as 200 bps higher than 

the actual value of consumer inflation (graph 5). Their current 

high level will contribute to a slower than previously 

expected decline in inflation, which will also affect business 

activity through longer retention of restraining monetary 

conditions in the economy.

The household real income has been gradually decreasing 

over the past 6 months and by the end of October, income 

decreased by 11.7% in annualized terms. According to statistics 

for 9 months of 2022, the quality of food consumed is 

deteriorating. The population replaces more expensive meat 

products with cereals and flour products and buys fewer dairy 

products. In conditions of increased world prices and 

shortages in certain food markets, manufacturers prefer to 

export their products abroad rather than sell them on the 

domestic market. This forces to follow government measures 

to regulate prices, which can negatively affect the quality of 

goods and services through the emergence of conditions for 

non-market competition in the consumer market.



Food inflation. Fruit and vegetable prices are accelerating their 

growth. At the same time, there is a slowdown in prices for 

bakery and meat products, oils and fats. Rice is significantly 

more expensive. This is due to a simultaneous decrease in 

subsidy volume in this direction and an increase in producer 

costs, which is reflected in the production cost and final price 

of the product. The cost of rice has also increased due to the 

national currency exchange rate of some supplier countries 

against the dollar and under the influence of active consumer 

demand in the world commodity markets. There is also a 

psychological factor that affects the temporary increase in 

demand for rice: the population fears a possible shortage of 

the product on the shelves.
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Domestic inflation

Non-food inflation grew more healthily than in the previous 

month. The continued rise in the cost of housing and utility 

services tariffs, the weakening of tenge against foreign 

currencies, the increase in the cost of supplies and the cost of 

reorienting imports explain a high level of non-food inflation 

exceeding the growth rates of prices of consumer goods and 

services in general. A slowdown in monthly price growth was 

observed in the following groups of goods: clothing and 

footwear, materials for the repair of residential premises, 

furniture and carpets, textiles, pharmaceuticals, detergents 

and cleaning products. Deflationary processes have been 

observed in the pricing policy of household appliances for the 

first time in the last 12 months. At the same time, prices have 

increased by more than a quarter in annualized terms over 12 

months.



Diesel fuel has risen in price by almost 12% over the month due 

to the growth of trade and sales surcharges of manufacturers 

and intermediaries, an increase in the excise tax rate on diesel 

fuel, and the continuing high demand for it. And the 

Government plans to increase the loading of the Shymkent oil 

processing plant to stabilize its prices.



There is an acceleration of price growth in purchases of motor 

vehicles, which previously showed deflation. Office supplies 

and books, personal goods continue to rise in price.



Service inflation has slowed significantly month on month, but 

remains high. We note deflationary processes in a wide range 

of services: rental and maintenance services, hotel services, 

electricity, outpatient services, railway transportation services, 

entertainment and sports services, and education. The 

reasons for the decline in prices for these types of services are 

the correction of prices in the rental markets and hotel 

services caused by the fading effect of the impact of

excessive demand from Russian citizens, as well as a factor in 

the decline in the popularity of entertainment services due to 

less favourable weather conditions.



The growth rates of tariffs for central heating, hot and cold 

water, sanitation and garbage disposal continue to accelerate: 

suppliers of these types of utilities are gradually striving to 

reach an acceptable level of tariffs for them, which has been 

artificially limited for a long time.



The cost of air passenger transport has risen significantly. The 

cost of maintenance and repair of personal vehicles has also 

increased.



Depending on the region of Kazakhstan annual inflation was 

in the range of 19.7-23.8%. The maximum regional inflation 

continues to be observed in Mangystau region – 23.8% (due to 

the country's record growth in prices for food and market 

services). The minimum is observed in Almaty and Zhambyl 

regions (all components of consumer inflation are below the 

national average).



The maximum regional variation in growth rates continues to 

take place in non-food inflation.Consumer prices remained at 

the same level in Abai region.



The rate of deflation of non-food products corresponds to the 

growth rate of food and service inflation.
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Appendix
Chart 1: Supply Chain Pressure Index (number of standard deviations from the average)

Chart 2: CPI inflation1
(in %, YoY)

Chart 3: CPI inflation
(in %, MoM)
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1The dynamics of the consumer inflation components is adjusted for their weighing coefficient in the consumer basket
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Appendix
Chart 4: Core inflation2
(in %, YoY)

Chart 5: Annual consumer inflation and inflation expectations
(in %, YoY)
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2Core inflation is excluding fruits and vegetables, housing and public utility services, rail transport, communications, gasoline, diesel fuel and coal.
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Appendix
Chart 6: Dynamics of food inflation
(in %, Yoy)

Chart 7: Dynamics of non-food inflation
(in %, Yoy)

Chart 8: Dynamics of service inflation
(in %, Yoy)

Source: Bureau of National Statistics of the Republic of Kazakhstan

Source: Bureau of National Statistics of the Republic of Kazakhstan

Source: Bureau of National Statistics of the Republic of Kazakhstan
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REGIONAL INFLATION
Table 1: CPI inflation by regions
(November 2022 results, in %)

Prices in a region in comparison 
with national prices Lower Higher
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