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Annotation: This research paper analyzes the role of the national currency of the Republic
of Kazakhstan — The Tenge — in the economy and its impact on economic stability. The study
examines the mechanisms related to the Tenge’s impact on inflation levels , exchange rates , exports
and imports , as well as the monetary policy conducted by the National Bank.

AnHoramusi: byn reutbiMu Makana Kazakcran PecrmyOnmukachlHBIH YJITTHIK BaJIIOTAachl -
TEHIeHIH YKOHOMHUKAJIAFbl POJII JKOHE OHBIH JKOHOMHKAIBIK TYPAKTBUIBIKKA OCEpIH TaJIaiIbl.
3eprreyne TeHreHiH UHQISAIUs qeHreiine, BaTIoTaIbIK OaraMaapra, SKCIOPT IeH UMIIOPTKA 9CEP €Ty
MEXaHU3MJIEPi, COHIal-aK Y JITThIK OaHKTIH KYPri3eTiH aKIIa-KPeauT cascaTbl KapacThIPhLIa/IbI.

AuHotranms: J[lanHas Hay4yHas cTaTbsd AaHAIM3UPYET POJIb HAIMOHAIBHOW BAJIFOTHI
Pecryonmukm Kazaxcran — TeHre — B 9)KOHOMUKE M €€ BIMSIHUE Ha SKOHOMUYECKYIO CTa0MILHOCTh. B
UCCIIeIOBAHUN PAaCCMAaTPUBAIOTCSI MEXaHM3MBbI, CBSI3aHHBIE C BO3/CHCTBHEM TEHre Ha YpPOBEHb
UHOIAUN, 0OMEHHBIE KYpChl, SKCTIOPT U MMIIOPT, a TaKke npoBouMyto HannoHanbHbIM GaHKOM
JCHEKHO-KPEUTHYIO TOJTUTHKY.

Keywords: National currency, inflation levels, exchange rate , exports and imports , National
Bank , monetary policy

The Kazakh Tenge, national currency of the Republic of Kazakhstan was introduced into
circulation by a decree from the President of Kazakhstan on November 15, 1993 . The position and
role of the Tenge in the market is not limited to being a payment tool; it is also a crucial factor that
defines the country’s economic policy and the well-being of its people. The Tenge’s effects on
inflation, the exchange rate, and international market rates directly influence the development of the
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Kazakhstan economy. The economy of Kazakhstan is based on oil, gas, metals , and agricultural
products , which means that the exchange rate of the Tenge affects export competitiveness , attracts
foreign investment , and influences the living standards of the population.

The mechanisms for combating inflation and regulating the exchange rate of the Tenge are
vital for ensuring economic stability. The National Bank adopts various measures to control inflation
and stabilize the Tenge’s exchange rate. Thus, the role of the Tenge is fundamental to the economic
development of Kazakhstan

As the national currency of the Republic of Kazakhstan, the Tenge plays an important role in
the country’s economic life. Inflation, defined as the continuous rise in the prices of goods and
services, directly affects the purchasing power of the Tenge. The inflation rate in Kazakhstan is
dependent on global commodity prices, economic policy, and other factors.

Inflation Dynamics

Compared to October 2023, tariffs for cold water increased by 60.3%, central heating by
33.6%, sewage services by 26.9%, electricity by 22.9%, hot water by 18.1%, waste disposal by
16.3%, and gas transported through distribution networks by 11.6%. In terms of regions, in October
2024, inflation was above the average national level in ten regions. Among them, the highest inflation
rates were in the city of Astana (10.2%), Mangystau Region (9.7%), and in Almaty and West
Kazakhstan Regions (9.4%).(2)

Annual inflation in the Republic of Kazakhstan
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7.8
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goods and services »— food products

non-food products - paid services
In such cases, the following factors have an impact.

First, External Factors.Changes in the prices of global oil and other commodities. For
example, the sharp decline in oil prices in 2024 led to the depreciation of the tenge, which contributed
to rising inflation.

Second, Internal Factors.Economic instability in Kazakhstan, budgetary policy, state
programs, and social payments. The depreciation of the tenge reduces consumers' purchasing power
and increases the prices of goods.

Third, National Bank Measures. To control inflation, the National Bank of Kazakhstan
employs measures such as changing interest rates, conducting currency interventions, and managing
reserves. For instance, if inflation levels rise, the National Bank may reduce the money supply in the
financial market by raising interest rates, which could help lower inflation.

The National Bank of the Republic of Kazakhstan uses several mechanisms to stabilize the
exchange rate of the tenge in the foreign exchange market. These mechanisms are implemented to
ensure economic stability, control inflation, and prevent the devaluation of the national currency.
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The mechanisms for regulating the tenge's exchange rate are crucial for ensuring the stability
of Kazakhstan's economy. Through foreign exchange interventions, changes in interest rates, and
reserve management, the National Bank aims to control inflation and maintain the tenge's stability.
These mechanisms play a vital role in the development of the economy and the well-being of the
population.

Now, let's analyze the impact of these factors on the stability of the tenge.

First, foreign exchange interventions. The National Bank intervenes in the market by buying
or selling foreign currency to regulate the tenge's exchange rate. Interventions are used to either lower
or raise exchange rate pressure.

Operations for buying (-) or selling (+) cash foreign currency by exchange offices, net. (10)
million tenge

September 2024year
USD | EUR | RUB | GBP | CNY
AMONG THE
REPUBLIC 169 561,6 2 939,5 -239,3 304,2 166,9
Astana 9813,9  -1847,6 71564 116,6 82,2
Almaty 465038  430,3 -98,7 157,8 34,6
(10)

Second, the National Bank's Interest Rates. The National Bank conducts monetary policy by
changing interest rates. The interest rate is one of the main factors determining the investment climate
in the economy, consumer demand, and the level of inflation. For example, in 2024, the National
Bank reduced the base rate by 0.5%. According to the latest decision made in November 2023, it was
set at 15.75%. With the new decision, the base rate is now fixed at 15.25%. According to the National
Bank, future decisions on the base rate will depend on the dynamics of inflation and how closely it
aligns with projected trajectories. According to the regulator, annual inflation decreased to 9.8% in
December 2023. (10)

This corresponds with the National Bank's forecast. Several factors have contributed to the
slowdown in price growth, including monetary policy, the decline in global food prices, and
reductions in production costs. Additionally, the government's anti-inflation measures and the impact
of last year's high base have played a role.

In cases of rising inflation, the National Bank raises interest rates. Higher rates increase the
cost of loans, reducing the borrowing capacity of consumers and businesses, which in turn lowers the
money supply in the market. As a result, inflation may decrease. The National Bank continues to
adhere to the principle of transparency by fully disclosing information about all operations conducted
in the currency market. In the short term, the dynamics of the tenge will depend on market
participants' expectations, quarterly tax payments, conditions in global markets, and changes in the
geopolitical situation. The National Bank will maintain a flexible exchange rate regime that prevents
the accumulation of imbalances and ensures the preservation of gold and foreign exchange reserves

Third, Reserve Management. The National Bank aims to stabilize the currency market through
effective management of its gold and foreign exchange reserves.

"According to preliminary data, the National Bank's gold and foreign exchange reserves
increased by 1.2% in January 2020, reaching $29.3 billion. This was mainly due to operations related
to gold and the rise in its value. Preliminary data also indicate that the assets of the National Fund
decreased by 1% in a month, amounting to $61.1 billion. This was due to the allocation of guaranteed
transfers to the republican budget," said Baymagambetov at a government meeting.

When the National Bank's reserves are sufficient, it positively impacts the stability of the tenge
in the market. A high level of reserves provides additional resources to support the national currency,
which enhances investor confidence.(11)
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Fourth, the Role of the Tenge in Imports and Exports. The role of the tenge is determined by
its impact on the economy through imports and exports.

The tenge's role in exports and imports shapes the structure of the Kazakhstan economy.
Kazakhstan is rich in raw materials, with its exports primarily consisting of oil, gas, metals, grain,
and agricultural products. A decline in the tenge's exchange rate enhances the competitiveness of
domestic products in foreign markets. For instance, if the tenge depreciates against foreign currencies,
it becomes cheaper for exporters to sell their goods abroad.

An increase in export volume boosts tax revenues for the state budget, allowing for the funding
of social and infrastructure programs.

Conversely, a depreciation of the tenge raises the prices of imported goods, negatively
affecting the purchasing power of the population. The rising cost of imports can exacerbate inflation
and lead to economic instability.

Changes in imports also impact exports, as Kazakhstan's economy relies on imported raw
materials and components for many production processes.

Conclusion

The tenge is a fundamental element of the Kazakhstan economy. Its influence on inflation,
exchange rates, exports, and imports is significant. Ensuring the stability of the tenge, controlling
inflation, and maintaining economic stability are key tasks for Kazakhstan's socio-economic
development. Therefore, government agencies and the National Bank must continue to implement
comprehensive measures aimed at stabilizing the tenge.
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