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Membership Clearing

% Recommended types of clearing membership

= General Clearing Member (GCM)

= Authorized to settle transactions for their own account and for customers as
well as the transactions of other members (NCM) under the condition that a
clearing agreement with such member has been concluded.

Direct Clearing Member (DCM)

= Authorized to settle transactions for their own account and for customers.

Clearing Agents (CA)
= Act as a technical assistant for the settlement of securities trades for DCMs for
the account of the DCM. The Clearing Member undertakes to guarantee the
fulfillment of customers' trades, but only if said Clearing Member has been put
into a position to meet its obligations by the customer.

= Non Clearing Member (NCM)

= have access to the trading system, but are not admitted as clearing members.
Trades are settled through a General Clearing Member GCM.
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% General provisions

Sound rules & regulations
Distinct membership circle

Strong capital

Requirements

Intra-day margin
Calculation

Regular member ratings

Pledged collateral

Lines of Defense — KACD CCP

% Risk management

LoD1: Daily margin

requirement

_\

LoD2: Minimum collateral

LoD3: Risk premium (Rating)

LoD4: Haircuts on collateral

LoD5: Guarantee fund

LoD6: KACD CCP own funds

LoD7: Ownership structure
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Upgrade KASE Trading System

[Market Infrastructure & Operations]
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Trading System

< Measure
= Upgrade KASE trading system

= Ensure technical support for introduction of new markets and
instruments, new trading methods

= Ensure high capacity due to upcoming IPO’s
= Ensure stability and business continuity

= Standardized IT connectivity & capacity for: remote members,
Direct Market Access, high frequency trading, algorithmic
trading, efficient market surveillance

= Fast and efficient time-to-market implementation
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Effects of Trading System Change

3

s Introduction of an international trading system may
facilitate a more attractive and liquid market

Turnover of WBAG and the Irish Stock Exchange after the Xetra Turnover of Brussels and Lisbon markets after the NSC
implementation (relative to performance of European markets) implementation (relative to performance of European markets)
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Strategic Capital Market
Development
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== Managing Strategic Capital Market Development

<+ Key elements that will tip the difference between
success and failure:

= Clear strategy for development
= Political commitment from top political leadership
= Transparency and fairness of development process

= One central unit coordinating all capital market development
efforts (RFCA)

= Favourable legal environment

= Selecting the appropriate development methods/measures and
implementation partners

= Adjusting regulatory framework to cope with international trends
= Fast decision making processes
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Capital Market Representative as Coordinator

s Coordinated and systematic management of capital
market development efforts and initiatives

Banks
Government
Pension Funds
(&S]
Municipalities E Insurance Comp.
Coordinate change IS
. o Investment Funds
_ and development in )
Large companies collaboration with all Venture Capital
relevant stakeholders
Mid-sized and Households
Small companies -  Foreign Portfolio
(=)}
© Foreign Loans
Individuals £

FDI
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-- The State Capital Market Representative

s Measure
= Create the position of a State Capital Market Representative
= Responsibility: representation of capital market needs at a high level
= Planning, channelling, counselling, driving all necessary changes
% Objectives and benefits
= |Integrate and consolidate actions to support entire capital market
infrastructure
= Eliminate inconsistencies and barriers limiting growth
= Speed-up change processes, especially regulatory
% Role
= Grow the breadth and depth of the capital market and support RFCA and
market initiatives

= Develop policies and projects of regulations concerning capital market in
collaboration with RFCA

= Exert influence over regulations that affect capital market
= Lead critical projects on government level
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% Best performance and high liquidity through well
planned capital market initiatives
" AT = MAY Market capitalisation € 44.1bn €64.58bn €107.08bn 337.45)
Trading volume p.a. €19.1bn € 38.15bn € 73.47bn 2400
[ 3200
Corporate tax
Committee for the Privatisation SPO decrease from L 3000
Austrian Capital 25% Bohler 34% to 25%
Market starts Uddeholm L 2800
\ Central |
Privatisation Corporate Counterparty 2600
of Telekom Governance =il F 2400
Austria Code
: Introduction
'mpclj?gﬁ';i“o” ,Zukunftsvorsorge* NewStock | [ 2200
Financial Market co;l:?ri;. w with state premium Exchange Act L 2000
Authority o
- Code Privatisation
'gapltal Market 7T voestalpine AERVARE F 1800
epresentative g ’
introduced Merger Publication Zukunftsvorsorge L 1600
BA-CA contracts
Yearly trading F 1400
\ volume Telekom Austria
EUR 8.6 bn F 1200
1014,1=
2000 2002 2003 2004 20048
2006: Market capitalisation € 146.2 bn (57% of GDP); trading volume €125.85 bn /
. e
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Increase quantity of supply

- IPOs of SoEs on KASE

-Initiate PR-campaign and
educational program

- Identify & approach companies
for new listings

- Support IPO process

- Foster high growth sectors

- Develop Venture Capital

industry

Increase demand of retail
investors
-Investor education
(handled by RFCA Academy)
- Start PR-campaign
-Target selected distribution
channels
- Introduce specialist/market
maker system
- Consider higher retalil
allocation at SoE IPOs

N

Potential Levers to Strengthen Kazakhstan™s
- Equity Market

Strengthened

Capital Market

Leverage market infrastructure

- Implement CCP (t+3, guarantee fund)
- Upgrade trading system

- Implement market surveillance system
- State Capital Market Representative

" Increase demand of

Improve quality of supply

- Promote value management
initiatives for the industry

- Encourage companies to
increase free float

- Educate company managers

-Train corporate advisers

- Promote Corporate
Governance

- Organize road-shows

institutional investors

- Introduce specialist/market
maker system to enhance

liquidity

- Enhance general IR-activities
by organizing road-shows and
analyst conferences

- Focus on defined target
groups (local and int.)

- Improve data services

-Support Analyst Report coverage
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-- Selected Liquidity Improvement Levers
-- for Kazakhstan by Type

Measure Liquidity Difficulty of Responsible
Impact Implementation Institutions

INFRASTRUCTURE AND OPERATIONS

Upgrade Trading System Low High KASE

Central Counter Party High High KASE/KACD

Surveillance System at KASE Low Low KASE

Implement T+3 Medium Medium KACD/KASE

Implement Guarantee Fund Medium Medium KACD

Short selling/stock lending Medium Medium AFN

Rethink 5-day rule Low Medium AFN

Rethink Trade Confirmation Low Medium AFN

DEMAND SIDE

International Remote Members High Low KASE

Specialist/Market Maker System High Medium KASE

Direct Market Access Medium Low AFN/KASE/Members

HFT & capability of trading system Medium Medium Members/KASE

Investor Education Medium Medium RFCA/KASE

RFCA-KASE Research Scheme Medium Low RFCA/KASE/Issuers

Specialist/Market Maker System High Medium KASE

SUPPLY SIDE

Conduct SoE IPOs on KASE High Medium Government

New Products/Derivatives High High AFN/KASE/Members

Roadshows/ IR Companies Medium Low KASE/Issuers
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Measure

International Remote Members

Conduct SoE IPOs on KASE
Specialist/Market Maker System
Central Counter Party

New Products/Derivatives

Direct Market Access

RFCA-KASE Research Scheme
Roadshows/ IR Companies
Implement t+3

Implement Guarantee Fund

Short selling/stock lending

Investor Education

(Increase Financial Literacy)

HFT + HFT capability of trading system
Surveillance System at KASE

Rethink Trade Confirmation

Rethink 5-day rule

Upgrade Trading System

High

High
High
High
High
Medium
Medium
Medium
Medium
Medium

Medium

Medium

Medium

Low

Low

Medium
Medium
High
High

Medium
Medium
Medium
Medium
Medium
Low

Medium

Medium

High

Pre-requisite
Linked to

T+3, guarantee fund,
trading system

KASE readiness

T+3, guarantee fund,
T+3, guarantee fund
Upgrade trading system

Upgrade trading system
T+3, guarantee fund

Guarantee fund
T+3

Regulatory approval
New Products/Derivatives

Upgrade trading system,
Remote members

Regulatory approval,

Regulatory approval, DMA,
Remote members
Prerequisite for most
measures

Responsible
Institutions

KASE

Government
KASE/Members
KACD/KASE
AFN/KASE/Members

AFN /KASE/Members

RFCA/KASE/Issuers
KASE/Issuers
KACD/KASE

KACD

AFN

RFCA
KASE/Members
KASE

AFN

AFN

KASE

N
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