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According to the Ministry of National Economy, real GDP grew by 

4% in 2017. Oil output hit a record high of 86MT, driven by rising 

production from the Kashagan oilfield, and the manufacturing 

sector also performed strongly. Household consumption picked 

up owing to the stabilization of the tenge, lower consumer price 

inflation and a 20% rise in pensions, but wages continued to con-

tract in real terms, limiting a more robust recovery. Investment 

picked up in many sectors, including manufacturing, wholesale 

and retail trade, and hospitality. In the first quarter of 2018 the 

short-term economic indicator rose by 5.3% year on year, com-

pared with 4.8% a year earlier. Rising oil exports and a higher aver-

age oil price in 2017 narrowed the current-account deficit to 3.5% 

of GDP, from 6.6% in 2016, although foreign direct investment 

inflows decelerated sharply owing to a slowdown in geological 

prospecting activity. Dependence on oil revenue (estimated at 1/3 

of total fiscal revenue in 2017) remains a risk. The banking sector 

continues to struggle as a result of the fallout of the 2008-09 finan-

cial crisis and the tenge depreciation in 2014-15, and the sector's 

stability remains a significant systemic risk. According to figures 

from the Ministry of Finance, in 2017 the general government defi-

cit widened to 1.8% of GDP, from 0.3% in 2016. This expansion was 

driven by higher spending, some of which was directed to support-

ing the banking sector. Since mid-2015 the NBK has shifted away 

from a managed peg of the tenge to inflation targeting. The end-

2018 inflation target is 5-7%. Dollarization of the economy remains 

relatively high, and the limited level of financialization constrains 

the NBK's ability to influence interest rates and the money supply, 

as well as inflation expectations, through open market operations. 

In 2017 inflation averaged 7.4%—down from 14.2% in 2016. With 

oil prices rising to an average of US$68/b in the first quarter of 

2018 and the rouble remaining stable, the tenge appreciated to an 

average of 321 Tenge/USD in March, from 331 Tenge/USD at end-

2017. However, when the US imposed new sanctions on Russia on 

April 6th, the rouble lost around 12% of its value against the US 

dollar and the tenge followed suit, falling to 328 Tenge/USD by 

April 11th.  
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