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ABSTRACT  
 

The central bank has been described as "the lender of last resort", which means that it is responsible for providing its 

economy with funds when commercial banks cannot cover a supply shortage. In other words, the central bank 

prevents the country's banking system from failing. However, the primary goal of central banks is to provide their 

countries' currencies with price stability. The work of the central bank is an important indicator of the economy of the 

country.  
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1 GENERAL 

 

Influence of a currency devaluation held on February 11, 2014 has ambiguous consequence for the national 

economy, both in the short and long term. If in the short term we see inflationary spike caused by low levels of 

industrial activity and the lack of industrial diversification, which entails serious reliance on consumption 

imported goods, in the long term it is reasonable to expect reduction of investment attractiveness related with 

forecasted financial instability due to weakening of national responsibility control for the level of the exchange 

rate.  

National Bank of Kazakhstan announced devaluation of almost 20%. Exchange rates immediately dropped 

from KZT 150 ± 5 to 185 ± 3 per dollar. 

According to official sources, the main reasons for the decision to devalue from the CMASF reporting 

(CENTER FOR MACROECONOMIC ANALYSIS AND SHORT-TERM FORECASTING) are as follows: 

 Worldwide trends - the pressure on the currencies of developing countries (weakening of the national 

currency against the dollar in India - 13.2% in 2013, South Africa - 10.9% in December 2013 - 

January 2014, Brazil - 5.2% in December 2013 - January 2014, Turkey - by 12.4 % in December 

2013 - January 2014, Argentina - 20.9 % in January 2014) and the associated uncertainty 

 Possible negative impact of Russian currency devaluation on the Kazakhstan’s economy through 

trade: the Russian ruble in 2013 weakened by 7.8 % against the dollar and 5.4% against the tenge 

 The growth of imports, which began outpace the growth of exports after the transition from 1 January 

2012 to the next stage of integration - SES (the ratio of net exports to GDP in % in 2011 was 21.4 % 

in 2012 - 14.6 %, in 2013 - 9.2 %) 

 Transition plans of inflation targeting as recorded in message of the National Bank of Kazakhstan; 

these plans involve retreat from the strict regulation of the exchange rate 

Under the study according to results of the model received as of 2014, experts predict: 

 Kazakhstan's GDP will increase by 7.2% in 2014 compared with 5.1 % in 2013 due to growth of 

domestic production, including in the framework of import substitution. In subsequent years, the GDP 

growth rate will decline, but it will still grow faster than in 2012-2013. 

 Private consumption growth will slow to 4.5 percentage points, but in 2015 it will begin to recover. 

Import volumes will only recover in 2015, net exports will continue decline, but not as fast as before 

the devaluation. 

 Inflation in 2014 will jump by 0.5 percentage points due to rising import prices and be fixed at the 

level reached in 2015-2016. 
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According to statistics, the volume of imports in the domestic market of Kazakhstan so far leaves behind 

indicators of domestic production. A change in the exchange rate, as a rule, has an immediate impact on the 

domestic price level because of change of imported goods prices in the national currency. This influence is 

primarily exerted in two ways: through direct price change of imported final goods and services, as well as 

through change in prices of goods and services produced within the country, if their production cost includes 

the cost of imported components. In addition, vendors try in advance to include their currency revaluation rates 

in the price, even in domestic goods. Rate is not only the price factor, but also a psychological one. 

While analysing the impact of exchange rate changes on the price level in the country it is necessary to bear 

in mind one thing: in modern conditions, prices are much more flexible upward than downward. In addition, it 

is worth noting that the import substitution does not happen overnight, and it is necessary to know whether the 

country can in many items replace imports with its own production. 

All this suggests that such elimination of imbalance in the economy with painful measures will lead to a 

sharp drop in credit of the national currency due to the lack of stable fundamentals that base its status. 

In addition, this in turn can result in even more significant capital flight abroad. 

These factors lead to an increase in foreign exchange risks. To minimize risks, economic entities make 

conclusions about the need to diversify their savings in different reserve currencies. 

Reserve currency criteria are: 

 Its stability, 

 Liquidity 

 The need to be the currency of the large economy actively involved in world trade and having 

developed financial markets 

 

2 CONCLUSION  

 

Summarizing, we arrive at the fact that the main criteria for the reliability of financial reservation in convertible 

currencies are: 

1. Balance in the country economy 

2. Central Bank's capital adequacy level. Like any reliable bank, the CB has some high-quality assets in 

its account, which should be in certain proportion with the liabilities. Ratio of the bank’s liabilities 

and assets is called capital adequacy, being a safety net in case of crisis. Therefore, the "safe" 

currencies are those issued by the bank with a high level of capital adequacy. 

3. Currency diversification  

4. In addition, the following criteria can be suggested: 

5. Provision of natural content of currency.  

6. Strict control over issue and sound monetary policy of the State. 

7. Political stability in the State of the would-be reserve currency. 
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