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�Abbreviations used in the text:

AFINEX�JSC « Almaty Financial Instruments Exchange» (official abbreviated name of the exchange);��KASE�JSC «Kazakhstan stock exchange» (official abbreviated name of the exchange);��KZT�tenge (Kazakhstan national currency);��“NZ”�series of the state share holdings permitted to be realised in the sector «Non-listing securities» of KASE;��OTC�«Over-the-counter» — the non-exchange market of SS;��USAID�US Agency for International Development;��USD�US dollar;��“Z”�series of the state share holdings permitted to be realised in the trade sector of SSH of KASE;��NABD SM�National Association of Brokers-Dealers;��ABMEKAM�special five-years hard currency bonds of the Finance Ministry of Kazakhstan (Kazakh);��APF�accumulating pension funds;��CD�CJSC «Central depository of securities»;��CJSC�closed-end Joint-stock company;��CMPA�companies managing the pension assets;��DSPP�Department of state property and privatisation of the Finance Ministry of the Republic of Kazakhstan;��GDP�gross domestic product;��HC�hard currency;��OJSC�Open-end joint-stock company;��KCIS�Kazakhstan Centre of Inter-bank Settlements;��MEAKAM�state special treasury 10-years bonds of the Finance Ministry of the Republic of Kazakhstan (Kazakh);��MEKAM�state treasury bonds of the Finance Ministry of Kazakhstan (Kazakh, this term is usually applied to all securities with any circulation term);��MEKKAM�state short-term treasury bonds of the Finance Ministry of the Republic of Kazakhstan with the circulation term up to 1 year (Kazakh);��MEOKAM�state middle-term treasury bonds of the Finance Ministry of Kazakhstan with the circulation term of 2 years (Kazakh);��MICEX�CJSC «Moscow Inter-bank currency exchange» (Moscow, Russia);��MM�mass media;��NB RK�National Bank of the Republic of Kazakhstan;��NCS�National Commission on Securities (Kazakhstan);��NS�non-state emission securities;��NSL�national saving liabilities of the Finance Ministry of the Republic of Kazakhstan;��QTS�quoting system of KASE;��SECS�securities;��SAPF�CJSC «State Accumulating Pension Fund»;��SELA�system of electron lot auction of MICE;��SS�state securities;��SSH�state share-holdings;��

If in this report the references to sources are not mentioned, it means that the exchange used information gathered and systematised by its personnel.



MAIN TRENDS OF THE MARKET

The reported period was difficult for Kazakhstan (both for its economy and financial market). The influence of the world's financial crisis, and in the second half of the year — the influence of the Russian financial collapse was getting more and more obvious in the republic. But the crisis events also served as a catalyst of the further strengthening of the structure of the stock market. This structure was saved by the professional participants and by the regulating organisations. At the same time the structure worked out a definite immunity (steadiness to the strikes of the world's and Russian crisis).

The most significant event to influence the stability of Kazakhstan’s stock market and guarantee its future, was the establishment of the Pension Funds. During this process in the Kazakh market, powerful institutional investors were established and became stronger and stronger. By the end of 1998, the pension assets of these investors were 23.5 billion tenge. As of January 1, 1999 one state and twelve non-state accumulating pension funds had received a licence of the National Pension Agency of the Ministry of Labour and Population's Social Defence of Kazakhstan. The main portion of the pension savings (17.9 billion tenge) was in SAPF. However, the share of this fund has fallen over the year from 95.4% to 76.3%�.

The decline in the prices of Kazakhstan exported products led to a fall in the national budget revenues, in turn causing the deepening budget crisis. However, from the moment of the beginning of the crisis, NPF (first of all SAPF) were strong enough to support the financing of the state budget deficit with their assets. The strengthening of the pension funds allowed for the protection of the market of the internal state debt from the influence of the rapid devaluation of the tenge. By the end of the reported period, this led to a fundamental reformation of the structure of this sector. As of January 1, 1999, CMPA replaced Kazakhstan banks as the main operators in the internal debt market. One of these companies received a Primary Dealer’s licence.

APF greatly supported the Kazakhstan Euronotes. The escalation of the Russian crisis led to a significant fall in the cost of the national sovereign debt in the world's market. Investment to these securities by Kazakhstan’s CMPA to protect pension assets from growing devaluation, resulted in the reduced annual interest rates of the Kazakhstan Euronotes for the reported period from 22-28% to 15-17%. In the beginning of 1999, the annual interest rates of the Euronotes fell to 11-14%.

It is difficult to overestimate importance of the pension reform for the further development of the Kazakhstan stock market, as APF were the first real institutional investors. For the reported period, some of the pension assets were invested in the non-state securities. Defects caused by the world's financial crisis, will be liquidated later. There is hope that after the crisis ends and the Kazakhstan industry grows, the pension assets will play a key role in the development of the non-state securities market.

Unfortunately, the development of other groups of institutional investors in Kazakhstan is behind the development of APF. The most powerful of these investors (insurance companies) already control some of the SS turnover in the republic. The penetration of the assets of these investors to the stock market is expected to happen in the near future.

The second significant event for the reported period was the introduction of the law of the Republic of Kazakhstan «On joint-stock companies» dated July 10, 1998. After this law was approved, the establishment of the legislative basis of the securities market was complete. In the experts’ unanimous opinion, the legislative basis created in Kazakhstan is one of the best in the world and includes the world's juridical experience in this field.

Despite the crisis, the number of broker-dealer companies licensed by the NCS increased during the reported period. By the end, of 1998 there were 73 licensed broker-dealers in Kazakhstan, while at the beginning of 1998 there were only 61. The specific weight of non-banking organisations in the total number of broker-dealers increased from 49.2% to 61.6%/year. The actual average capitalisation of a broker-dealer rose from 482.3 to 704.5 million tenge�. It should be mentioned that the growth in the number of broker-dealer companies was accompanied by toughening requirements of the concerned organisations.

In 1998, NCS did much to develop the stock market. The most significant normative bills approved by the Commission in 1998 were intended to increase the transparency of the stock market, implement pension reform, further develop the organised element of the stock market, and defend of investors’ rights and interests.

Dynamics of the external balance of�Kazakhstan in US$ billion�

�

Indices of the exchange auction in USD�

�

Dynamics of monetary aggregates in�billion tenge�

�

The work of the NCS and KASE directed to introduction of securities and state share-holdings of “the second-rank” enterprises deserve special attention. This work also was fruitful, and was very timely under circumstances in which free realisation of the big “blue chips” SSH was impossible.

The efforts of the NCS resulted in a significant growth of the share of the exchange market in the total money turnover on state debts and corporate securities. KASE constantly met the interests of the professional participants and emitters half-way, significantly changing the projected trade and calculation schemes, as well as adapting the listing requirements taking into consideration the crisis situation. The taken measures resulted in a growing capitalisation of the exchange market and in widening of the trade lists of KASE.

The indices mentioned above prove that the Kazakhstan’s stock market has survived under difficult conditions and continued to improve despite the economic crisis. At the same time, it should be noted that the crisis did not promote the growth of liquidity of the corporate stocks and bonds, therefore significantly complicating the conjuncture of the internal debt sector.

The crisis mainly struck the export-oriented industry of Kazakhstan. The deteriorating prices of practically all the types of Kazakhstan exports abruptly decreased the profitability of business in the afore-mentioned branches of the economy. The result was a decline in manufacturing output and the partial stoppage of some projects in the mining and oil-gas industries.

The accelerated devaluation of the currencies in the bordering states, especially of the Russian rouble, deepened the influence of the crisis. Cheap imports penetrated the country. As a rule, imported goods were both of higher quality and cheaper in comparison with the goods produced in Kazakhstan. As a result, products of the local import-substituting branches became noncompetitive even in the domestic market. From quarter to quarter, the country's balance of payments was getting worse. By the end of 1998 the external trade balance reached its peak (US$ - 1.801 billion)�.

The aforementioned reasons caused a decline of GDP, which for the reported period was 1,747.7 billion tenge, i.e. 97.5% of 1997. Consequently, the investment climate worsened and Kazakhstan's credit ratings fell.

The hastened devaluation of the tenge in August 1998 caused an intensive dollarisation of the assets of both participants of the financial markets and of the population. This in turn resulted in an additional decrease of the monetary base, which did not help the increasing monetarisation of the economy nor its prosperity. Hence the action did not promote an increase of the investments to the industry.

Revenues gained from privatisation by�January 1, 1998 in billion tenge�

�

Dynamics of net international reserves�of NB RK in US$ billion�

�

The growing rate of the tenge's devaluation led to a worsening conjuncture of the internal debt market. In this market at the threshold of 1999 (the most difficult period from the point of view of servicing the current external debt of the state), the emitters of MEKAM, HCO and notes refused to adequately increase the returns of their securities. In August, the non-residents left the internal debt market, while its main operators (the second level banks) sold practically all their portfolios and began to work only with the super-short SS.

In the described situation, the further realisation of “the blue chips” program had to be postponed. The diminishing gold and hard currency reserve of the country became especially urgent. The main way to replenish the reserves was through privatisation. That is why under the conditions of outflow of the portfolio investors’ money, in order to sell “the blue chips”, the government had to deal with the strategic investors. In the end of 1998, the latter actively purchased the stocks and SSH of the technologically connected enterprises. This in turn led to an increase of the volume of transactions.

In general it should be mentioned that despite all of the objective difficulties, the Kazakhstan stock market continues to work. The influence of the world's crisis has not resulted in the collapse of this market.





CAPITAL AND SHAREHOLDERS OF KASE 

As of the beginning of 1998, the paid Share Capital of KASE was 46,205,460.00 tenge. It was divided into 126 common stocks with the nominal price of 366,710.00 tenge, which belonged to 27 shareholders.

During 1998, six organisations became shareholders of the exchange, while three former participants left the list.

By the end of the reported period the number of shareholders came to 30. The paid Share Capital remained the same.

List of shareholders of KASE as on January 1, 1999 ����Full official name�of the share-holder�Share�in the Share Capital, %��1.�Open joint stock company «BANK KASPYISKY»�8.8��2.�Open joint stock company «Kazak joint-stock Agroindustrial bank»�6.2��3.�Open joint stock company «Kazkommertsbank»�5.3��4.�Closed joint stock company «Kazkommerts-Ziraat Bank»�6.2��5.�Open joint stock company «Zhilstroibank»�5.3��6.�Open joint stock company «Halyk Saving Bank of Kazakhstan»�4.4��7.�Open joint stock company «Bank TuranAlem»�6.2��8.�Closed joint stock company «TURKISH-KAZAKH INTERNATIONAL BANK»�6.2��9.�Open joint stock company «Bank CentreCredit»�2.7��10.�Central asian bank of co-operation and development�6.2��11.�Closed joint stock company «Subsidiary joint Stock Bank "ABN AMRO BANK KAZAKHSTAN»�6.2��12.�Closed joint stock company «Almaty Merchant Bank»�5.3��13.�Open end joint stock company «International bank  Alma-Ata»�5.3��14.�Joint-stock company «Neftebank» (Aktau)�6.2��15.�«KIN-SECURITIES» Ltd�0.9��16.�Kazcommerts Securities Limited�0.9��17.�Kazakhstan Financial Company», Ltd�5.3��18.�Open joint-stock company�«Financial Company GREENWICH CAPITAL MANAGEMENT»��0.9��19.�«Company A.G.SECURITIES» Ltd�0.9��20.�«INVESTMENT MANAGEMENT GROUP» Ltd�0.9��21.�«AMANAT» Ltd�0.9��22.�Closed joint stock company «Company CAIFC»�0.9��23.�«Kazakhstan stock centre» Ltd�0.9��24.�«CENTRE-SOFT LTD.»�0.9��25.�Closed joint stock company «Fondovy Syndicate»�0.9��26.�Closed joint stock company «Regent European Securities" (Kazakhstan)»�0.9��27.�«House of securities EASTBROKERS» Ltd�1.8��28.�Closed joint stock company «Global Securities (Kazakhstan)»�0.9��29.�«KIB ASSET MANAGEMENT Ltd»�0.9��30.�«KBS Securities» Ltd�0.9���TOTAL�100.0��



MEMBERS OF KASE

By the beginning of the reported period, 36 organisations (including 33 ones of "K" category and 16 — of "H" category) were members of KASE.

Despite the crisis and difficulties in 1998, the number of members of the exchange increased up to 46. The market evolved in a way in which the forms of access to the market also changed. The active sale of the state share-holdings in the sectors of mass privatisation and in «Non-listing securities» demanded that the exchange separate the membership categories of participation in the auctions of NS. If previously, the trade members of "H" category had the right to sell any NS included in the trade lists of KASE, in the third quarter of 1998 this category authorised them only to sell the non-listing securities. A new category "P", allowed participants to work with NS, included in the official list of KASE securities.

On the whole, changes to the list of members and to their access categories in the reported period indicate the situation in the market. Little growth of the category "K" was observed, as the share of the secondary SS market grew at the exchange from month to month. The introduction of SSH to the site was also accompanied by the appearance of new members who had the right to work with these financial instruments.

The events influencing the content of the trade members of KASE are as follows.

On January 23, according to the Exchange council:

The OJSC «Bank Alraun» and the Kazakhstan-Ukrainian «GOROS Securities & CO Ltd» were accepted as members of the exchange, having the right to participate in SS auctions ("K" category);

The membership rights of the JSCOT «Global Kazcommerts Securities» were transferred to the OJSC «Kazcommerts Securities». The latter was accepted as a member of the exchange, having the right to take part in auctions of SS ("K" category) and in auctions of NS ("H" category).

The JSCOT «IGILIK-BANK» was dismissed from the members of the exchange.

On April 9, according to the decision of the KASE Board No. 16, the OJSC «Bank Caspyisky» was allowed to take part in the auctions of SS. This bank had received the NCS licence for broker and dealer activity connected with SS and had submitted it to the exchange.

On April 15, according to the decision of the Exchange Council, the CJSC «Regent European Securities (Kazakhstan)», the «ATERA capital» Ltd (which was transferred the membership rights by the Kazakhstan-Ukrainian enterprise «GOROS Securities & CO»), and «KBS Securities Ltd» (was transferred the membership rights by the JSCCT «KBS»), were accepted as the KASE members having the right to participate in auctions of SS ("K" category) and auctions of NS ("H" category).

On May 13, according to the decision of the Exchange Council, the «ECON-INVESTSERVICE Ltd» company was accepted as a KASE member, with the right to participate in auctions of SSH of non-listing companies.

On May 26, according to the decision of the Exchange Council, «H.B. Service Ltd» was accepted as a member of the exchange with the right to take part in auctions of SS ("K" category) and of NS ("H" category).

On June 12, according to the decision of the Exchange Council, the following companies were accepted as the members of the exchange with the right to participate in auctions of SS and NS: the CJSC «GLOBAL SECURITIES (KAZAKHSTAN)» and «KIB ASSET MANAGEMENT Ltd» (was transferred the membership rights by the CJSC «KAZAKHSTAN INTERNATIONAL BANK».

On July 2, the OJSC «DB SECURITIES (KAZAKHSTAN)» became the successor of the OJSC «Kazakhstan stock centre».



List of the KASE members as on January 1, 1999 

��Category ���Name of the trade member�“К”�“Р”�“Н”��1.�Open joint stock company «International Bank Alma-Ata»�(����2.�Open joint stock company «BUZINESSBANK»�(����3.�Open joint stock company of open type «Kazak stock Agroindustrial bank»�(����4.�Open joint stock company «Kazkommertsbank»�(����5.�Closed joint stock company «Kazkommerts-Ziraat Bank»�(����6.�Open joint stock company «Halyk Saving Bank of Kazakhstan»�(����7.�Open joint stock company «Bank TuranAlem»�(����8.�Open joint stock company «TEMIRBANK»�(����9.�Open joint stock company Bank «CentreCredit»�(����10.�Closed joint stock company «Subsidiary jointstock bank "ABN AMRO BANK KAZAKHSTAN»�(����11.�Closed joint stock company «Eximbank Kazakhstan»�(����12.�Closed joint stock company «Subsidiary joint-stock Bank "ALFA-BANK»�(����13.�Closed jointstock company «Eurasian Bank»�(����14.�Closed joint stock company «Almaty Merchant Bank» �(����15.�Open joint stock company «Joint bank LARIBA BANK»�(����16.�Joint-stock company «BANK ALRAUN»�(����17.�«KIB ASSET MANAGEMENT Ltd»�(�(�(��18.�«KIN-SECURITIES» Ltd�(�(�(��19.�Open joint stock company «Kazakhstan financial company»�(�(�(��20.�Open joint-stock company

 «FINANCIAL COMPANY GREENWICH CAPITAL MANAGEMENT»��(��(��(��21.�Kazcommerts Securities limited�(�(�(��22.�Closed joint stock company «Company CAIFC»�(�(�(��23.�«CENTRE-SOFT Ltd»�(�(�(��24.�«AMANAT» Ltd�(�(�(��25.�Open joint stock company «DB Securities (KAZAKHSTAN)»�(�(�(��26.�Closed joint stock company«Fondovy Syndicate»�(�(�(��27.�«INVESTMENT MANAGEMENT GROUP» Ltd�(�(�(��28.�Republican State Enterprise «Informazionno-uchetnyi Centre»���(��29.�«Securities House EASTBROKERS» Ltd�(�(�(��30.�«PETROKAS CAPITAL» Ltd�(�(�(��31.�Open joint stock company «BANK KASPYISKY»�(����32.�«KBS Securities» Ltd�(�(�(��33.�«ATERA capital» Ltd�(�(�(��34.�Closed joint stock company «Regent European Securities (Kazakhstan)»�(�(�(��35.�«ECON-INVESTSERVICE» Ltd���(��36.�Closed joint stock company «GLOBAL SECURITIES (KAZAKHSTAN)»�(�(�(��37.�Foreign enterprise «MINARET GROUP SECURITIES» Ltd�(�(�(��38.�National Bank of Kazakhstan�(����39.�«BROKER COPMAY "PAIDA» Ltd���(��40.�«Company R.G. Securities» Ltd�(�(�(��41.�Closed joint stock company «Stock service»�(�(�(��42.�«TRUST COMPANY "KAMAL» Ltd���(��43.�«N.B. Service» Ltd�(�(�(��44.�Open joint stock company «Senim-Bank»�(����45.�Open joint stock company «Kazenergoprombank»�(����46.�Closed joint stock company «Company on management pension assets "Ak niet»�(�(���TOTAL:��42�22�25��“Н”�–	have the right to sell non-state emission securities;��“Р”�–	have the right to sell non-state emission securities included in the official list, and to sell state share-holdings;��“К”�–	have the right to sell state securities.��On August 12 according to the decision of the Exchange Council, the foreign enterprise «MINARET GROUP SECURITIES Ltd» was accepted as a member of the exchange with the right to take part in auctions of SS ("K" category) and of NS ("H" category).

On August 20, according to the decision of the KASE Board No. 51, «N.B. Service Ltd» was dismissed from participation in securities auctions until the moment when this company renews its licence for broker and dealer activity in the securities market.

On August 31, according to the decision of the Exchange Council, National Bank of the Republic of Kazakhstan was accepted as a member of the exchange with the right to participate in auctions of SS ("K" category).

On September 16, according to the decision of the Exchange Council, «BROKER COMPANY "PAIDA Ltd» was accepted as a member of the exchange with the right to participate in NS auctions and permitted to circulate in the sector «Non-listing securities» ("H" category).

On September 14, according to the decision of the KASE Board No. 57, «A.G. Securities Ltd» was banned from participating in auctions. The reason for the action was that company’s licence for broker and dealer activity in the securities market of this company was temporarily invalid.

On November 6, according to the decision of the KASE Board No. 77, the OJSC «Senim-Bank» was banned from participating in SS auctions until its licence for broker and dealer activity in the securities market was renewed.

On November 16, according to the decision of the KASE Board No. 85, the OJSC «Bank Alraun» was banned from participating in auction of SS, as the correspondence account of this company had been temporarily frozen.

On November 19, according to the Decision of the Exchange Council:

The «R.G. Securities Ltd» was accepted as a member of the exchange with the right to participate in auctions of SS ("K" category) and of NS ("P" & "H" categories);

The «A.G. Securities Ltd» was dismissed from the members of the exchange.

On November 25, according to the decision of the Exchange Council:

The CJSC «Stock service» was accepted as a member of the exchange with the right to participate in auctions of SS ("K" category) and of NS ("P"& "H" categories);

The «TRUST COMPANY "KAMAL Ltd» was accepted as a member of the exchange with the right to participate in auctions of NS, and to circulate in the «Non-listing securities» sector ("H" category).

On December 4, according to the decision of the Exchange Council, the CJSC «Company on management of pension assets “Ak niet» was accepted as a member of the exchange with the right to participate in auctions of SS ("K" category) and of NS ("P" category).

On December 17, according to the decision of the KASE Board No. 100, the «BROKER COMPANY "PAIDA Ltd» was dismissed from participation in SS auctions, as its licence for broker and dealer activity in the SS market was temporary invalid.

On December 22, according to the decision of the KASE Board No. 103, the CJSC «Regent European Securities (Kazakhstan)» was dismissed from December from participation in auctions of securities, as its licence for broker and dealer activity in the SS market was temporary invalid.

On December 30, according to the decision of the KASE Board No. 115, «KIN-SECURITIES Ltd» was dismissed from January 1, 1999 from participation in auctions of securities, as its licence for broker and dealer activity in the SS market was temporary invalid.

CHRONOLOGY

The following is a brief list of the main events that occurred in the life of KASE in this year. These events significantly influenced the development of both the exchange and the stock market in 1998.

Access to the Web-server of KASE (http://kase.kazecon.kz) was opened in January. This server was created and is supported by USAID (the project «Stock Market and Privatisation in the Republic of Kazakhstan»). From that time onwards this page has been considered the official site of KASE.

On January 23, the Exchange Council approved the Provision about the order of settling any disputes and conflicts and about an Arbitrage Commission.

On January 28, at the meeting of the KASE members, a Memorandum was approved. In this document members of the trade exchange agreed to conduct all transactions with securities included in the official and additional lists of the exchange's securities (which are quoted at the non-listing site), solely through the trade system of KASE.

On February 6, the Joint meeting of the Exchange Councils approved a decision to move KASE and AFINEX from the NB RK building to the NCS building.

On February 10, the first auction of internal Kazakhstan SS was held. Beginning from this date, the hours of auction were changed. The auctions of NS and SS opened at 11:30. The auctions of NS close at 13:00 and of SS at 15:00 (Almaty time).

On February 12, the first exchange transaction on internal SS was registered.

On February 16, at the joint meeting of the Exchange Councils of KASE and AFINEX, the estimate of expenses connected with move of the exchanges from the building of NB RK to the building of NCS was approved.

On March 7-8, all the KASE equipment was dismantled due to move to the building of NCS. In this period the personnel of the exchange installed all the equipment at the new place without attracting of any outside services. On March 9, auctions were held in the new trade hall of the exchange.

On March 18, the Exchange Council approved:

Organising of a training centre to prepare personnel for work in the securities market;

Creation of the Limited company (conditionally) to conduct informational activity in the securities market.

From April 1, according to the decision of the KASE Board dated March 30, 1998 and on the basis of the resolution of the Exchange Board dated March 27, 1998, the following time-limit of SS auctions was approved:

The first exchange session: 11:30 to 13:00 (Almaty time);

The second exchange session: 14:00 to 15:30 (Almaty session);

The third exchange session: 15:45 to 18:00 (Almaty time).

From April 1, according to the decision of the Exchange Board dated March 30, 1998 and on the basis of the resolution of the Exchange Council dated March 27, 1998 the following changed were made to the time-limit of payments on NS:

T day — day of conclusion of a transaction;

On day T+1, KASE transfers CD information about concluded and confirmed transactions;

Participators of auctions (buyers of securities) may transmit money and receive securities ahead of schedule till the day T+3;

The payments sessions on the unconducted transactions are to be held on, T+3 CD.

On April 15, the Exchange Council approved the standard Contract on membership in KASE.

On April 17, at the Common annual meeting of shareholders:

The report of the Exchange Board for 1997 was heard and approved;

The principles and order of redistribution of the stocks of the exchange were approved;

The principle of forming the composition of the Exchange Council was changed. The personal election of the members was abandoned, and the formation of the Exchange Council from the exchange shareholders was proposed. A shareholder has the right to nominate himself as a candidate to the Exchange Council;

The new composition of the Exchange Board was elected;

The resolution to participate in the establishment of an analytical company was approved.

On June 18, the exchange began to transmit information about the process and results of auctions to REUTERS’ terminals in “real time”.

On June 26, the NSC approved a number of documents of KASE regarding new rules of SS sale and new requirements to be followed while the listing procedure at the exchange.

On July 13, a number of documents able to significantly change the image of the NS market were approved at a Joint meeting of the KASE members. A decision was taken at the meeting to put the documents into force from July 15. We are talking not only about new listing requirements or rules on holding the auctions and access to them. The meeting approved a whole range of innovations, taking into consideration the renewed legislation of the republic (the law «On joint-stock companies») and the completion of working out of KASE QTS. The changes toughed the following fields:

Liberalisation of the listing requirements of KASE, which were intended for a wide attraction of local companies to the listing procedure at the exchange;

Liberalisation of the requirements for professional participants of the market regarding access to work at the organised stock market;

Strengthening of the role of the exchange and of ABD SM as self-regulated organisations;

Heightening of transparency and liquidity of the stock market by means of KASE QTS;

Heightening of responsibility and discipline of professional participants while holding the operations in the Kazakhstan market.

To guarantee equal conditions of work at the both trade sites of KASE, a decision to fix the same commission charges from transactions on all the NS in any trade sector, was taken. The charge was determined in the amount of 0.1% of the value of the transaction and is to be paid only by purchaser.

The meeting approved «The ethical code of behaviour of the members of the Kazakhstan stock exchange». The bases of work of the KASE Arbitrage Commission were principally changed.

On July 14, the Exchange Council approved «The requirements to the listing companies regarding audit of their financial-economic activity».

The first regular auction of NS and SS in the new electron trade system «Multi-purpose trade module» designed by the KASE specialists, was held on July 15. Previously, the auctions were held in the trade system bought from the company "CMA Small System". Before (from January 19) the module was put into operation at the hard currency site of AFINEX.

The first auctions in KASE QTS were held on July 15. QTS is a program block in the electron trade system of KASE, which allows the brokers to work with concrete counteragent based upon an agreed price not applying to the automatic mechanism realised applications. Each participant may present in the system his own authorised applications, to see al the applications of other companies and to chose a partner for a transaction. QTS is used only in the «Non-listing securities» sector.

On August 12, the Exchange Council approved the broker-dealer companies as members of the exchange, allowing them the right to participate only in auctions of NS quoted in the «Non-listing securities» sector.

On August 28, the «Informational Agency of financial markets “IRBIS Ltd» was juridically registered. One of the founders of this company was KASE.

On October 19, the first transaction on the Euronotes of Kazakhstan with participation of the APF's assets was registered. The transaction was concluded outside the exchange.

On October 19, the auctions of Kazakhstan Euronotes were opened at KASE. The auctions were held in the SS session.

On October 23, the first exchange transaction on the Euronotes of Kazakhstan was registered. The Exchange Council approved the "Instruction on the determination of the value of the listing collection" on November 19.

From November 20, the first SSH of "NZ" series sold in the «Non-listing securities» sector appeared at the KASE site.

On December 2, the Exchange Council permitted CMPA to pay their monthly entrance fee in the amount of US$ 500 within 20 months.

On December 11, the «Informational agency of financial markets “IRBIS Ltd», one of the founders of which is KASE, was officially registered by the Ministry of information and public consent of the Republic of Kazakhstan as a mass media.

On December 18, according to the resolution of the Exchange Council:

Taking into consideration the mentioned claims, the general conditions of merger of AFINEX and KASE, projects of the constitutive documents, the merger contract, the transfer act, and the Provision on the Committee on the hard currency market of the Exchange Council, were approved;

The date (January 6, 1999) of the extraordinary Common Meeting of the KASE shareholders was approved. At this meeting, the issue regarding merger of AFINEX and KASE was to be considered.

STATE SECURITIES MARKET

GENERAL TRENDS

The market of state securities did not developed properly in 1998. The main purpose of the program of internal debt was to cover the state budget deficit without consideration of inflation. But the world financial crisis followed by the Russian one introduced its own corrections to this program. As a result, in the second half of 1998, the Finance Ministry had to abandon the following main tasks in the internal loans market: diversification, the prolongation of servicing terms and reducing the cost of servicing the state debt.

Average auction rate of SS and tenge's�devaluation rate, annual %
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Auction demand for MEKKAM and�bonds of NB RK, in % to the announced�one
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During 1998, the Finance Ministry fulfilled all of its liabilities and followed a moderate internal loan policy; rigidly abandoning increases in debt that would be unacceptable for the budget.

The tactics of the National Bank did not principally change. The bonds were still used by the leading bank of the country to regulate the money supply.

In the reported period, the SS secondary market changed significantly. For the first time in Kazakhstan’s history, a significant part of the turnover was controlled not by the banking structures, but by the representatives of the institutional investors (CMPA). The fact that the market became more organised was another important event. By the end of 1998, up to 60% (in volume expression) of all the “buy/sale” and “repo” transactions at KASE were transactions on internal SS.

Primary market�

The reported year began traditionally in the primary SS market. Banks preferred to work with hard currency The demand for MEKAM and rates of return were comparatively low. A reduced demand at auctions to 150% of the announced emission volume forced the Finance Ministry to increase the return of MEKAM in February and March. That coincided with the stabilisation processes in the sector of hard currency circulation. If in March, the emitter had to increase the return at auctions, as the demand for these securities grew in the following two months, the emitter reduced the returns of securities almost to the level of the beginning of the year.

The Russian events in the beginning and in the middle of summer led to an outflow of money from the domestic debt market. In June, the demand for MEKAM fell from 360.8 to 212.7%, while the tenge's devaluation tempo was gradually growing. Under influence of this factor, investors tried to pressure the emitter regarding MEOKAM, demanding at auctions a very high profitability, which, according to the investors, should have compensated hazards of investments. In reply the Finance Ministry re-fused from emission of two-years debt liabilities.

The behaviour of the Russian Finance Ministry resulted in July in the return of investors to Kazakhstan’s markets. Demand for MEKKAM began to grow. But in August under influence of the Russian financial crisis, the rate of tenge's devaluation grew abruptly. At the same time the emitters of SS demonstrated their unwillingness to increase the rates of returns of the new securities adequately, refusing from placement if the price parameters of submitted applications did not satisfy them. Such an entrenched position was mainly predetermined by the fact that by that moment the market infrastructure and legislation were modified in favour of APF and CMPA, while assets of the accumulating pension funds were not able to support the internal debt market.

Under both the influence of the devaluation and the emitters’ unwillingness to raise the rate, the remaining non-residents left the Kazakhstan SS market in August. Within a month, banks sold their SS portfolios, preferring to work only with the shortest instruments (with bonds of NB RK, or with MEKKAM purchased at the secondary market). The banks also preferred “repo” operations.

The Finance Ministry refused to emit one-year MEKKAM, as the returns required by dealers could not be accepted. The preparation of three and five-year securities was stopped. Demand for placement of MEKKAM and bonds at the auctions was unavoidably decreasing. In September, this demand came to the minimum point — 126.0% of the announced emission volume. From August, the following volumes were gradually withdrawn from the budget: in August — 0.492 billion, in September — 4.693 billion, in October — 4.417 billion, in November — 4.767 billion.

As of the end of November, the balance of the Finance Ministry on the SS program was minus 5.058 billion tenge. Nevertheless, the emitter completely fulfilled its liabilities. The market calmed down a little. The unwillingness of the Finance Ministry to increase the internal debt in the most difficult situation deserves respect. By that time the institute of Primary dealers was substantially restructured. Though they did not achieve any principal changes: banks, whose number reduced to 11, were still the Primary dealers. The monthly rate of the tenge's devaluation fell in September from 26.2%/year to 20.0% in October and to 16.7% in November. The prices of the goods were stable, as the monetary supply was greatly compressed. Besides, in November, the Finance Ministry experienced the most difficult period in debt servicing obligations. The Ministry fulfilled its obligations, totalling 8.345 billion tenge and gradually began to raise the auction returns of MEKKAM.

Volume of net-loans of the Finance�Ministry (without MEAKAM) in billion�tenge
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Dynamics of the structure of the internal�short debt of the Finance Ministry, in�billion tenge
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The above mentioned factors positively influenced the market, leading to the return of some of the banks and other investors’ money to the auctions. As a result, by the end of 1998, the Finance Ministry secured a significantly stable debt liabilities market with a guaranteed annual demand of about 200% of the announced emission volume.

The original peak of the year was the special emission of MEKKAM�3 on December 31, totalling 7,240.8 billion tenge. This emission was placed according to the applications of 6 Primary dealers. Thanks to this emission, the Finance Ministry had a positive annual balance of net-loans of 2,213 billion tenge.

For 12 months of the reported period, the amount of internal debt of the Finance Ministry based upon the nominal cost increased from 25,822 to 73,896 billion tenge, i.e. 2.9 times more. The average debt servicing term increased from 127 to 1,711 days. The main increase of debt amount was in January 1998, when the Finance Ministry emitted special 10-years MEAKAM to cover the credits received from the National Bank in 1991 to 1997. If we do not take into consideration this emission, the internal debt (hereinafter is referred to as “short debt") increased from 25.822 to 37.046 billion tenge, i.e. by 44.6%. The average servicing term of this part of loans reduced from 127 to 101 days.

For the reported period, the amount of the internal debt of the National Bank (less than 77 days) based on the nominal cost of the emitted securities increased from 6.855 to 12.046 billion tenge. As a result, the total volume of net-loans for the year was plus 4.452 billion tenge. The total balance of all the SS (without MEAKAM) as on January 1, 1999 was plus 6.665 billion tenge.

The average effective rate of return of MEKKAM (92.3% of the circulating securities by their nominal price as of the end of 1998) increased for this year from 15.51%/year to 25.30%, i.e. 1.6% more.

Number of accounts opened in CD to�work with SS by the end of the period (in�pieces)
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Secondary market�

In 1998, the main turnover was observed outside KASE. As before, the CD electron system was used to register transactions. The conditions of transactions were still discussed by the participants over the telephone. In addition, there were some trials to use for the quoting the REUTERS system. As previously, investors had to register all the transactions through Primary dealers of the Finance Ministry or through Primary agents of the National Bank.

Dynamics of the secondary SS market�turnover and operational structure, in�billion tenge
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Operational structure of the secondary�SS market turnover, in billion tenge
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In 1998, until the end of the second quarter, the number of investments that opened their depo-accounts to work in the SS market was increasing. By the end of this quarter, the number of investors increased from 1,899 (in the beginning of the year) to 2,651. Under the influence of the crisis, from the third quarter of 1998 the number of investors working in the market began to quickly decrease. By the end of the year, there were only 1,094 investors in the market. For 1998, the number of opened depo-accounts fell by 805, i.e. by 42.4%.

In comparison with the previous year, the number of internal debt instruments circulating in the secondary market increased by only one: ten-year MEAKAM were emitted.

The total turnover of the market registered by CD on all the transactions, including pledge operations and transmission, was in the discount expression 376.1 billion tenge. In comparison with 1997, the turnover increased by 150.5 billion tenge, i.e. by 66.7%. At the same time, the value of the emitted debt by its nominal price was 2.9 times more.

The correlation of the above-mentioned indices proves the abrupt reduction of the terms of circulation of securities in 1998 in comparison with 1997 and is predetermined mainly by the emission of MEAKAM. The emission of these securities immediately increased the internal debt by 2.4 times. While in the secondary market these securities were characterised by a very low circulation coefficient and controlled only 4.5% of the total volume of transactions on SS.

If we take into consideration only the short internal debt, in 1998 the total turnover of these securities was 359.1 billion tenge and increased by 59.1% in comparison with the previous year. The value of the emitted short debt including the bonds of the National Bank increased by 54.7%. Thus, the circulation of the short SS increased for the reported period.

The dynamics of monthly transactions volumes indicates the growing activity of the market in the first half of 1998. The critical months was July, when reduction of the currency returns of SS resulted in a big volume of securities offered by banks. The securities were sold both at the exchange, and outside it. By the end of July – the middle of August this process was completed, that led to almost double fall of the secondary market turnover. To sell securities left in the investors’ portfolios was already unprofitable, and they were submitted by the participants for repayment. This variant namely guaranteed the maximum interest rate.

The restoration of the market turnover at a new level (due to activation of CMPA) only began in December, when according to the monthly trend, the returns of securities in the primary market exceeded the rate of tenge's devaluation.

The operational structure of the turnover of the secondary market was significantly changed. The market became more of a "market". The share of the pledge operations reduced from 28.9 to 16.8%. In absolute monetary expression, the operations turnover of this type only increased by 3.578 billion tenge, i.e. by 6.2%.

The volume of transmissions from one account to another account fell significantly (by 15.374 billion tenge, i.e. 59.7%). The share of these operations in the total balance of the market fell from 11.4% to 2.8%.

Dynamics of the turnover of “purchase-�sale” transactions and “repo”�operations in the secondary SS market,�in billion tenge
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Instrumental structure of the turnover of�the secondary SS market, in billion�tenge
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At the same time, the turnover of “purchase-sale” operations and “repo” operations increased from 142.088 billion tenge in 1997 to 304.358 billion tenge in 1998 (114.2%). The share of these operations was previously only 63.0% of the total balance of the market, while in the reported year it came to 80.9%.

In comparison with 1997, the instrumental structure of the turnover of “purchase-sale” and “repo” transactions did not change significantly. The most important peculiarity of this year was the ten-year securities which appeared in the market. The share of these securities in this type turnover came to 5.5% based upon calculations of the transactions’ price. These securities significantly pressed the six-month securities, which had been very popular in 1997 (their share fell from 42.4 to 29.2%). The share of the turnover of the rest instruments was approximately the same (see the diagram).

The distortion of the instrumental structure of the turnover directly depended upon changes of the structure of the primary market. The lack of new emissions in the second half of the year, resulted in the reduction of their liquidity in the secondary market and in an increase of the transaction volume of three and six-month securities.

During all of 1998, the trend of falling reimbursement term of the sold securities was observed in the secondary market of the discount SS (MEKKAM and bonds of NB RK — 93.1% of the total market turnover). This average index calculated for a month reduced from 114 days in January to 57 days in December. From May 1998 investors actively "shortened" their portfolios. This is explained first of all by changes of the auction returns of the emitted securities. Development of the market under conditions of increasing profitability at the auctions demanded "a shortening of portfolios" to minimise losses incurred while working in the secondary market. In addition, the shift of the majority of investors to short securities proved a growing distrust to the SS emitents and to a growth of inflation and devaluation expectances.

The dynamics of the effective returns to reimbursement of the discount SS in the secondary market was completely correlative with the dynamics of the auction returns of the corresponding securities. This average monthly index grew from annual 18.70% in January to annual 34.48% in December, i.e. became 1.8 times greater (in the primary market the effective rate increased 1.6 times). From August 1998, the most obvious trend was the growing break of returns in the primary and secondary markets. In August, most of the banks left the primary MEKAM market, having submitted it to CMPA. The banks preferred to form and to restructure their portfolios in the secondary market. As a result, a share of the “repo” operations in the secondary market grew in the end of the year, resulting in a higher average return index.

The increasing gap is also explained by an abrupt reduction of the circulation term of the purchased securities: the shorter instrument, the more annual effective rate differs from the nominal one. In addition, the reduction of the circulation term of the purchased securities was faster than the reduction of the average term of the unpaid short debt.

AUCTION OF INTERNAL SS

As it was mentioned above, compared to the previous period, the most significant change in the SS secondary market was the appearance of the new operator (CMPA). According to the legislation currently in force, these companies have the right to conclude transactions on the internal SS only at the exchange site. Due to this fact, the appearance of CMPA in the market stirred up the development of the SS exchange trade. As the pension assets were accumulating and CMPA's activity was growing, other operators came to the exchange site. It should be taken into consideration, that KASE hold auctions of SS without any commission charges. This also promotes the development of the organised element of the market.

At the same time, it should be noted that during 1998, APF were the most active participants of the market.

Another peculiarity of the exchange auctions was the large percentage of the direct transactions on the state securities. 78.1% (on volume basis) of all the registered transactions were excluded from the auction process and dealt with directly. On one hand, it may prove a very high percentage of “repo” operations in the exchange market. On the other hand it confirms that dealers and brokers use the KASE trade system in a similar way as they use the registration electron system of CD: all conditions of a transaction are agreed over the telephone, and the operation is just registered and calculated in the trading system.

The precedents of SS free quoting were only observed in the trade system of KASE in 1999. The Kazakhstan, the secondary market has not yet got used to working in this regime, but there have been some positive changes. In addition, in 1999, the exchange plans to offer the participants a module of the trade system, where it will be possible to put quotations of “repo” operations, to open, to follow and to close transactions of this type.

Auction time-limit

During the reported period the SS auctions were held daily on working days from 11:30 to 18:00 (Almaty time) by the method of continuous counter auction in the electron system of KASE. Sometimes according to the will of the participants, the auctions were prolonged from 19:00 to 21:00. From the second half of the year, dealers and brokers had an opportunity to take part in the auctions held in the regime of "a distance access". The SS auctions were opened on February 10, the first transaction was concluded on February 12.

Market turnover

For the reported period, 1,170 transactions on the Kazakhstan internal SS (143,868,411 securities for the total amount of 15.2 billion tenge) were registered at KASE. Actual calculations were conducted for 1,151 operations for the total amount of 15.00 billion tenge (141,570,341 debt liabilities). The main volume of the unclaimed operations was in the initial phase of the auctions, when the entire system was being adjusted, and the participants were adapting to the new working conditions. By the end of the year, the volume of the unclaimed operations practically came to naught. The volume of auctions is given in the table.

Auction volume of SS at KASE and share of the market

���Volume,�Share of the�market in the��Share of the�Turnover of the�securities��Period�Number of�transactions�in units�in million�tenge�comparable�operations, %�entire�market, %�available in the market, %��January�–�–�–�–�–�–��February�7�1,363,748�133.9�0.5�0.4�0.5��March�31�3,477,962�340.5�1.1�0.8�1.2��Subtotal�38�4,841,710�474.4�0.6�0.5�0.6��Apriel�51�1,562,222�148.8�0.5�0.3�0.5��May�70�3,700,728�359.4�1.5�1.2�1.0��June�133�7,265,494�699.8�2.0�1.8�1.7��Subtotal�254�12,528,444�1,208.0�1.3�1.1�1.1��July�193�13,378,498�1,282.1�3.8�3.1�3.1��August�145�13,553,123�1,290.0�5.4�3.9�3.1��September�160�11,143,806�1,074.0�5.0�4.0�2.8��Subtotal�498�38,075,427�3,646.1�4.6�3.6�3.0��October�86�8,623,227�800.5�4.6�3.8�2.4��November�115�18,512,965�1,824.9�11.1�9.2�4.9��December�160�58,988,568�7,055.7�33.0�28.4�11.7��Subtotal�361�86,124,760�9,681.1�17.6�14.7�7.0��TOTAL�1,151�141,570,341�15,009.6�4.9�4.0�3.2��

Dynamics of the SS turnover at KASE�and the instrumental structure of the�turnover, in billion tenge
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The dynamics of the exchange turnover of SS completely indicates the activity of CMPA in the market. This factor was the determining one. As the pension assets were accumulating and involved in the turnover of the secondary market, the exchange trade increased.

The first thing to widen the exchange’s SS market was the Russian events. Influenced by the Russian crisis, the devaluation rate of tenge increased significantly in June and in July. This resulted in the mass sale of the banks’ SS portfolios in July and in August. The main buyers of these portfolios were CMPA. Due to the fact that the portfolios were sold urgently and at the lower prices, the index of the portfolios of the Pension funds grew significantly.

The second thing to greatly influence the exchange market was the appearance of the new operators who worked before outside the exchange at the end of November. The actions of these operators were so active that in December the auction turnover exceeded the November level by almost four times.

From month to month the share of the exchange operations in the turnover of the total secondary SS market of Kazakhstan was steadily growing. In December 1998, the share came to 33.0% on the comparable operations. In the annual balance, the volume of the exchange transactions is 4.9% of the comparable operations and 4% of the total market (including the pledge operations which cannot be registered in the exchange). The share of the turnover based upon the number of securities in respect to the total volume of the available SS (emitted and repaid), for the year was not more than 3.2%.

Structure of the turnover

The instrumental structure of the exchange element of the SS market in general complies with the structure of the entire market. This is predetermined by the quantity and type of circulating securities. An abrupt increase of the share of the exchange turnover caused by appearance of the National Bank of Kazakhstan in the site led to an obvious deformation of the structure due to the big “repo” operations with ten-year MEAKAM.

In December these securities were 21% of the turnover. However, previously there had been no transactions on these securities at all, or else their volume was insignificant.

Parameters of the structure of the turnover at KASE, in % of the transaction volume

����МЕККАМ��Bonds of��Period�3 mounth�6 mounth�12 mounth�МЕАКАМ�NB RK��January�–�–�–�–�–��February�72.3�27.7�–�–�–��March�16.7�35.1�18.4�–�29.8��Subtotal�32.4�33.0�13.2�–�21.4��Apriel�34.3�39.8�22.2�–�3.7��May�47.7�39.5�5.1�–�7.7��June�27.8�20.2�23.8�–�28.2��Subtotal�34.5�28.3�18.0�–�19.2��July�43.7�18.7�35.4�–�2.2��August�25.7�37.7�31.7�–�4.9��September�41.3�41.1�6.0�–�11.6��Subtotal�36.7�32.0�25.4�–�5.9��October�27.6�33.9�36.3�–�2.2��November�42.4�39.1�15.9�2.4�0.2��December�56.2�12.5�7.5�21.0�2.8��Subtotal�51.1�19.3�11.5�15.8�2.3��TOTAL�45.6�23.6�15.5�10.2�5.1��Average effective profitability of the�discount SS in different market sectors,�in annual %
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Instrumental structure of the SS turnover�at KASE, in billion tenge and in %
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The results of the survey of the average time until reimbursement of discount securities purchased at the exchange are interesting. The revealed appropriateness confirms that the structure of the turnover of the exchange sector differs greatly from the non-exchange one, as different operators having different purposes and different possibilities work in these sectors. The given diagram demonstrates well that within a year banks steadily “shortened” their portfolios. Under the conditions of the prevailing growth of the SS profitability at auctions, this tactics seems optimal.

CMPA also tried to work in this way. However, the extremely limited financial instruments to where it was permitted to invest, often made them by the principle “whatever they give”. This process was mostly obvious in June, July and August, when banks threw in the market the longest securities at an attractive price, and CMPA had to take these securities, as it was more profitable than to buy securities in the primary market at a lower rate.

Thus, for the reported period the pension assets befell a greater risk than the banking assets. On the other hand, as was proven by the events in April 1999, in the critical situation SS the emitents took original extraordinary measures to defend their assets from devaluation, converting the APF portfolios to ABMEKAM and to special hard currency bonds. The banks had nothing to do, but to look for a way out of the difficult situation.

Costs and returns

During the reported period the prices of the state securities formed at KASE were the most objective market indicator.

It is known, that under the current Kazakhstan registration system, “repo” operations are not separated from the “purchase-sale” transactions, and the rates of the “repo” operations are not declared by the participants. That is why to analyse the market conjuncture, it is required to separate data on pure “purchase-sale” from the indices of the “repo” operations. The share of “repo” in the secondary market is extremely big, and according to the experts, is 70 to 80% of the total turnover. In the result, the returns calculated for transactions in the secondary market, includes the “repo” rate. This makes a determination of the true market level of prices very difficult.

As “repo” operation by the CMPA are restricted by the legislation current in force, the average SS return indices at the exchange are the most real. These indices may be used successfully to orient in the situations.

In general, the effective return of the purchased discount SS was about the intermediate (between the corresponding index of the total secondary market and the efficacy rate formed at the auctions) value. The dynamics of this index proved that CMPA were gradually getting ripe, as in the end of the year these companies worked more effectively than in the beginning of the year.

Monopolisation

Thirteen participants worked with SS at KASE during the reported period. The monopolisation rate of the market was high.

While selling, the biggest volume registered by one participant was 29.6% of the total exchange turnover of the market: two the most active dealers controlled 50.2% of the turnover; three dealers controlled 70.6%; four — 81.5%; five of them — 91.5%. Thirteen trade members sold internal SS at the site.

While purchasing, the biggest transaction volume concluded by one participant was 36.4% of the total exchange turnover of the market; two most active dealers controlled 67.1% of the turnover; three — 82.6%; four — 91.1%; five — 98.0%. Totally ten participants purchased securities.

It is noteworthy that the same dealers were the most active purchasers and the most active sellers.

Average effective profitability of the discount SS in different market sectors, in annual %

�

Volume of purchase and sale of SS by each participant of auctions (monopolisation rate), in billion tenge 

�

EURONOTES

Two emissions of the sovereign international notes circulated in the reported period. The first emission (KAZAKHSTAN-99, XS0072056863) were the three-years notes with the reimbursement date on December 20, 1999 were emitted for the amount of US$ 200 million with the annual coupon rate 9.250%. The coupon is to be repaid twice in a year.

The second emission (KAZAKHSTAN-02, XS0080679961) was the five-year securities for the amount of US$ 350 million. The reimbursement date of these securities is October 2, 2002. The coupon (annual 8.375%) is also to be paid twice in a year.

Both of the emissions were nominated in US dollar. The Euronotes underwent listing at the Luxembourg and Amsterdam exchanges.

Premises

Two factors influenced the creation of the internal market of the sovereign bonds.

The first factor was the Russian financial crisis, which broke trust of the world investments to the developing markets, including to the Kazakhstan one. The Russian moratorium for fulfilment of responsibilities under the foreign loans led to the fast fall of the prices of the Kazakhstan Euronotes. It is sufficient to say that according to ISMA, the "pure" prices of the sovereign bonds of the first emission reduced within August by 1,500 and 4,000 percent. Thus, the liabilities of the Finance Ministry in the international market were more profitable for the investor than in the domestic one.

At the same time, the situation in Kazakhstan did not comply with panic of foreign portfolio investors, and objectively, in August the conjuncture of the domestic Kazakhstan debt market was more favourable than of the external one.

The second factor influencing the establishment of the domestic market of Euronotes was the pension reform. Due to this reform, pension funds were established in Kazakhstan. In August 1998, influenced by the Russian crisis, the devaluation rate of the national Kazakhstan currency grew significantly. The demand of local investors for a financial instrument to defend their invested money from devaluation was especially urgent. This problem was timely for the APF. For these funds, Euronotes were attractive by two reasons. On one hand, these securities were denominated in the hard currency, therefore defending the investments of APF from devaluation of their assets. On the other hand, as there were not a lot of financial instruments, Euronotes became a real alternative to MEKAM and the bonds of the NB RK.

Under the influence of the above-mentioned factors, at the end of September 1998, the exchange jointly with NCS started preparation for the introduction of the Kazakhstan Euronotes to the internal market to offer investors (first of all CMPA) this financial instrument.

In this situation, the state organisation rendered their support to realise the above-mentioned program. The Finance Ministry in its official letter explained, that profits gained by Kazakhstan’s residents from operations with the sovereign bonds, as profits from the republican internal SS, would be not taxable. The NB RK confirmed that purchase of Euronotes would not be an export of money to abroad, hence, this operation was not to be specially licensed.

With the help of the professional participants of the market, we have designed and realised the scheme of storage and registration of the Euronotes purchased by local investors. The system of payments under transactions and Euronotes quotation methods in the trade system of KASE was also designed and put into exploitation.

Scheme of registration and storage�of the Kazakhstan Euronotes for the�participants of KASE auctions

�

On October 5, 1998 the Directorate of NCS issued the Decree No.158 «On transactions with international securities of the Republic of Kazakhstan». The Decree stipulated the provisions regulating the order of conclusion of transaction with the Kazakhstan securities with participation of the pension assets. This Decree also confirmed the right to conclude these transactions in the international and foreign organised securities markets. The important provisions of the Decree were an obligatory registration of transactions with participation of the pension assets at KASE, and the obligatory conclusion of these transactions at the exchange site, if Kazakhstan resident act as the counteragents. Thanks to these provisions, this sector of market became completely transparent.

The first transaction on the Kazakhstan Euronotes with participation of the pension assets was registered in the non-exchange market on October 19, 1998: one CMPA conducted the Euronotes (KAZAKHSTAN-99) operation in favour of the funds for the amount of US$ 290.5 thousand (at the nominal price of the debt) at the price of 83.0% per US$ 100. The annual return gained by the purchaser was 18.417%.

Time-limit and conditions of auctions

The auctions for Euronotes started at KASE on October 19, 1998. The participants of the auction had an opportunity to work both in the automatic regime of conclusion transactions (the direct trade regime), and in the regime of indicative quotations. In the direct trade regime applications were submitted in tenge per US$ 1 of the debt, while the indicative quotations were presented in the form of “pure" price in percents of the nominal price.

Sessions were held daily on the working days from 11:30 to 18:00 (Almaty time) in the frame of the SS auctions.

The first exchange transaction was concluded on October 23.

Market parameters�

In 1998, 52 trade sessions on the Kazakhstan Euronotes were held at KASE. Transactions were concluded at 25 auctions. The volume of auctions was US$ 18.3 million (in nominal expression) and 1,376.8 million tenge (in discount expression). More detailed data is provided in the table.

For the same period, the registration provided KASE with data on 18 non-exchange transactions concluded with participation of the APF assets. The total volume of these operations was US$ 14.2 million (in nominal expression), including on KAZAKHSTAN-99 — 11.2 million, on KAZAKHSTAN-02 — 3.0 million. According to the annual results, the share of the exchange market in the total volume of the comparable operations� was 56,3%.

Prices and turnover of the Euronotes in the domestic market. Dynamics of ISMA quotations, in % and in US$ million

�



Dynamics of the exchange and non-exchange prices of Euronotes, % of the nominal price (at the rate of AFINEX)

�

All the non-exchange transactions were the purchasing of Euronotes by the companies managing the pension funds. This cannot be said about the exchange transactions.

Prices and returns

During the reported period the Kazakhstan Euronotes market was at the initial stage. That is why it is impossible to talk about the Euronotes trade at KASE. The trade system of the exchange was used mainly as a system of registration of the direct transactions and system of settlements. A share of the direct transactions� on Euronotes by the nominal price of the debt was 82.1% of the total exchange turnover of the market, including on KAZAKHSTAN-99 — 86.8%, and on KAZAKHSTAN-02 — 71.4%.

The dynamics of the prices of the exchange and non-exchange transaction completely correlated with the quotations formed in the world market (see the diagram). It is clear from the diagram, a stable demand for the Kazakhstan Euronotes on behalf of the local investor led to a rapid growth of quotations of the sovereign bonds published by ISMA (the liquidity of the Kazakhstan Euronotes at the sites of Luxembourg and Amsterdam was minimal, hence data of these markets were not taken into consideration).

Dynamics of the average returns� of Euronotes for a purchaser under exchange transactions, % of annual of reimbursement

Number of the week �Date of the last trans-actions in the week �KAZAKHSTAN-99 (XS0072056863)�KAZAKHSTAN-02 (XS0080679961)��43�23.10.98�23.66�No transactions��44�29.10.98�26.18�No transactions��45�05.11.98�24.35�No transactions��46�12.11.98�24.29�No transactions��47�20.11.98�20.89�No transactions��48�26.11.98�No transactions�16.76��49�04.12.98�17.69�15.07��50�10.12.98�16.60�No transactions��51�18.12.98�15.82�15.79��52�23.12.98�15.62�15.17��53�29.12.98�No transactions�15.79��Turnover of transactions on the Kazakhstan Euronotes with participation of the pension assets

�Exchange market ��Non-exchange market ��Share ���Month��Transactions �Volume in US$ thousand��Volume in thousand tenge����Transactions �Volume in US$ thousand15�TOTAL, in US$ thousand �of the KASE �turnover, in %��KAZAKHSTAN-99 (XS0072056863)��October�4�1,000�72,868.8��7�3,908�4,908�20.4��November �11�5,823�441,044.5��5�7,300�13,123�44.4��December �10�5,892�478,356.2��–�–�5,892�100.0��Subtotal for 1998�25�12,715�992,269.5��12�11,208�23,923�53.2��KAZAKHSTAN-02 (XS0080679961)��October�–�–�–��–�–�–�–��November �9�2,344�156,416.5��2�1,000�3,344�70.1��December �11�3,242�228,120.8��4�2,000�5,242�61.8��Subtotal for 1998�20�5,586�384,537.3��6�3,000�8,586�65.1��TOTAL for 1998�45�18,301�1,376,806.9��18�14,208�32,509�56.3��Comparison of the exchange and non-exchange sectors proves that the exchange prices were often more profitable for buyers.

MARKET OF NON-STATE SECURITIES

GENERAL TRENDS

During the reported period there were two sectors of circulation of corporate emission securities in Kazakhstan: the exchange sector and the non-exchange sector. The exchange sector was actually represented by one of the exchanges (KASE), as in the beginning of the year the Central Asian stock exchange stopped its activity. The turnover of the non-exchange sector of circulation controlled by the broker-dealer companies exceeded greatly the exchange one. Only events that occurred at the end of the year changed the situation.

In 1998 the market of corporate securities faced two problems which predetermined the condition and development of this market.

The first problem was the absence of circulation securities (a sufficient quantity of stocks of the biggest enterprises of the country) interesting for the investors. Under the influence of the world financial crisis, as it was mentioned above, the realisation of the program of "blue chips" was postponed The prices of stocks of the biggest Kazakhstan enterprises offered by the investors were lower than in summer of 1997. In general, a significant reduction of the interest of foreign portfolio investors to the developing markets led to outflow of money from the country. The latter resulted in the chronic absence of the solvent demand for the stocks of the Kazakhstan emitents.

The second problem was the economic condition of the emitents. The fall of the prices of all the exported Kazakhstan articles, the fast devaluation of currencies of the bordering countries while tenge was comparatively stable, the extremely compressed money supply, and hence the low monetarisation level of the local industry, strangled Kazakhstan’s enterprises (even of the strongest ones). Under the conditions of industrial decline, the management of big companies interested in attraction money from the stock market, could not afford to emit bonds. Not only was the cost of such a debt was very high, but the liquidity of bonds was doubtful due to high investment risk and absence of solvent demand.

The infrastructure of the Kazakhstani stock market reacted adequately to the situation. From the second half of 1998, NCS and KASE purposefully worked in the following directions:

The adaptation of the listing requirements of KASE to “the second rank” enterprises. This adaptation allowed a big number of enterprises to pass the listing procedure at the stock exchange and to demonstrate their potential to the local investor.

The active popularisation of the advantages of the stock market in the environment of the local producers, mainly among the management of “the second rank” enterprises.

Achievement of the maximal information transparency of the stock market by means of strengthening its organisational component and through the reduction of the turnover of the non-exchange market.

To offer the broker-dealer companies in the organised market practically any trade and calculation schemes, which would satisfy the companies’ requirements.

The fulfilled work was successful:

The number of the licensed broker-dealer companies increased for the year from 61 to 73. Their average capitalisation level increased from 482.3 to 704.5 million tenge;

The specific weight of the non-banking organisations in the total number of brokers-dealers increased from 49.2% to 61.6%;

The quantity of stocks introduced to the KASE auctions according to the brokers’ initiative («Non-listing securities» sector) during 1998, increased more than 9 times. The number of financial instruments introduced to the trade sites of the exchange by the emitters, increased 1.5 times;

For the year, the capitalisation of Kazakhstan’s exchange market increased from US$ 1,340.9 million to 1,834.9 million under the conditions of rapid fall of the tenge after August 1998;

In comparison with 1997 the total transaction turnover at KASE increased 12.4 times (if calculated in tenge) and 11.3 times (if calculated in US$ according to the exchange rate).

It is noteworthy that the positive events in the market that became obvious in the market in 1998, substantially developed in the first quarter of 1999.

Dynamics of the listing requirements of KASE in 1998

Requirements to the emitent�as on 01.01.98�Official list,�"A" category �Official list,�"B" category ��Additional list ��Period of existence of the enterprise�Not less than 3 years�Not less than 1 year�Not less than 1 year��Activity without losses �Not less than 2 last years�–�–��Independent auditor�From «Big Six»�From «Big Six»�Any��Number of holders of common shares or placement of emissions�Not less than 500�Not less 100 or to emit�not less than 10,000 securities�Not less than 100 or to emit�not less than 10,000 securities��Minimal Share Capital�US$ 1 million�US$ 500,000�–��Requirements to the emitent�as on 01.01.98�Official list, "A" category�Official list, "B" category��Period of existence of the enterprise�Not less than 3 years�Not less than 1 year��Activity without losses�For the last year, or 3 years in total�–��Independent auditor�From «Big Five»�Any��Number of holders of common shares or placement of emissions �Not less than 500 or for the amount of not less than US$ 1 million (in nominal expression)�Not less that 100 or for the amount of not less than US$ 500,000 (in nominal expression)��Minimal Share Capital�US$ 10 million�Any��LISTS OF KASE

As on January 1, 1999 there were five lists of securities (NS accessed to auctions) at the exchange:

The official list of securities, "A" category (listing A);

The official list of securities, "B" category (listing B);

The list of the trade sector «Non-listing securities», the first level of access;

The list of the trade sector «Non-listing securities», the second level of access;

The list of the state share-holdings.

As on the beginning of the year the list was different. Along with "A" and "B" categories there was the so-called «Additional list of securities» (pre-listing), and in the sector «Non-listing securities» there was no division into levels of access.

Listing requirements

As it was mentioned above, the significant change in the listing requirements to the emitters was caused by impossibility to realising the "blue chips" program. The requirements worked out in 1997, were too rigid for “the second rank” enterprises, as these requirements were calculated for the biggest enterprises of the country. This factor kept the widening of the trade list of the exchange back.

The new rules of access of securities to the auctions�, introduced in summer of 1998 remained rigid for the category “A”. The requirements to the minimal paid Share Capital became stricter. At the same time, a significant softening of the requirements to the category B allowed “the second rank” enterprises to be able to present their securities at the auctions with minimal expenses.

The described compromise was confirmed by the trade statistics. Until the present time, the liquidity of stocks in Kazakhstan’s market depended upon the “transparency” degree of the emitter and upon the position of the securities in the KASE trade lists.

The introduction of two levels of access� to the «Non-listing securities» sector was predetermined by the necessity of the informational openness of the market. The broker-dealer company (by the initiative of the brokers’ security may be traded in this sector) that introduced securities to the sector in the first level of access, should conduct the monitoring of the emitter and submit to the exchange all the required documents characterising the enterprise and its activity. The second level of access does not require a submission of any documents. In this case, the introduction to auctions is executed by initiative of the trade member, if the latter has documents confirming legality of the emission of the securities.

Dynamics of the structure�of the KASE trade lists

�As 01.01.98 ��As 01.01.99��Category of access��Stocks�Emi-tents ���Stocks �Emi-�tents ��A�1�1��11�7��B�4�2��20�11��A+B�5�3��31�18��D�16�8��–�–��N�3�2��28�18��D+N (N)�19�10��28�18��TOTAL�24�13��59�36��A: Official list, "A" category;

B: official list, "B" category;

D: additional list;

N: «Non-listing securities» sector;

A+B: official list.

The sector of the state share-holdings was intended exclusively for sale of SSH of small and middle-size enterprises, as it was previously.

Structure of the trade lists

Instruments

As on January 1, 1999, there were 59 stocks of 36 companies in the trade lists of KASE, including 31 stocks of 18 companies in the official list of securities. In the «Non-listing securities» sector there were 28 stocks of 18 emitents. The detailed dynamics of distribution of the financial instruments according to the lists (excluding SSH) is given in the table.

Change of the trade lists of KASE, and�stocks as on the end of the period

�

For the year the number of the financial instruments accessed to the exchange auctions on the constant basis (excluding SSH) increased 2.5 times. This result demonstrated the success of the work by KASE, NS, USAID and other organisations to popularise the organised market. It also confirmed the activity of the professional participants of the securities market (broker-dealer companies).

The growth of the number of the financial instruments included in the trade lists of KASE was mainly provided by the broker-dealer companies. For 1998, the number of stocks introduced to the KASE auctions initiated by these companies («Non-listing securities» sector) increased from 3 to 28, i.e. increased more than 9 times. At the same time the number of securities introduced by the emitters increased only 1.5 times, i.e. from 21 to 31.

To analyse the dynamics of the mentioned indices it should be taken into consideration, that the broker companies’ activity increased parallelly with the increasing number of the trade members of KASE. The trade members (according to their rights) introduced their securities to the exchange sites. Such a rapid growth in the number of the traded instruments was unreal without both the new Trade System of KASE, which realised the possibility to work in the quotation regime, and the methodical and administrative support of NCS.

Lists of the KASE securities as on January 1, 1999-06-01	(C — a common stock, P — a privileged stock

��Volume �of transactions ���Capitalisation���Emitter ��Securities��units��'000 KZT �Final price�'000 000 KZT �'000 000 US ��Official list, category "A"�11�546,381�185,155.8��71,337.1�851.279��OJSC «Halyk Savings Bank of Kazakhstan»�С�133,223�17,585.3�133.20�4,011.9�47.874��OJSC «Kazkommertsbank �С�354,722�24,177.2�80.00�22,834.3�272.486��«KAZAKHTELECOM»�С�Р�22,142�17,654�55,797.8�24,452.2�2,520.00�1,000.00��28,739.3��342.951��OJSC «Neftebank»�С�10,880�10,976.0�1,000.00�1,000.0�11.933��OJSC «Temirbank»�С�Р�–�–�–�–�*1,000.00�*1,000.00��1,000.0��11.933��JSC «UKTMK»�С�Р�5,682�495�35,796.6�414.0�6,300.00�800.00��6,204.8��74.043��JSC «SHNOS»�С�Р�1,583�–�15,956.6�–�10,080.00�*100.00��7,546.9��90.058��Official list, category "B"�20�57,093�33,645.0��70,812.3�845.016��JSC «Corporation Kazakhmys»�С�Р�8,002�26,198�16,188.9�5,759.5�2,000.00�250.00��8,963.5��106.964��JSCOT «LARIBA-BANK»�С�–�–�1,000.00�400.0�4.773��JSC «Aidabul spirit plant»�С�Р�–�–�–�–�18,000.00�*1,000.00��800.5��9.552��JSC «ALTYN DEN»�С�Р�–�–�–�–�12,000.00�*700.00��90.0��1.074��JSC «Kazakhstan Aluminium»�С�Р�8,836�–�2,385.2�–�265.00�*100.00��14,549.6��173.623��JSC «Aktobe Munaigas»�С�Р�–�12,046�–�7,197.0�*1,500.00�468.00��13,861.5��165.411��JSC «BORLY»�С�Р�–�–�–�–�747.30�*1,000.00��522.8��6.239��JSCOT «Bayan-Sulu»�С�–�–�150.00�630.6�7.525��JSC «TNK "KAZCHROME»�С�Р�–�–�–�–�2,660.00�*1,000.00��19,768.3��235.899��JSC «Mangistaumunaigas»�С�Р�–�2,011�–�2,114.4�*1,000.00�1,100.00��11,003.5��131.307��OJSC «Neftechimbank»�С�Р�–�–�–�–�2,112.00�2,001.00��222.0��2.649��TOTAL in the unofficial list:�31�603,474�218,800.8��142,149.5�1,696.294��«Non-listing securities» sector�28�43,863�60,674.0��11,619.3�138.655��JSC «YOUR CHOICE»�С�–�–�15.00�23.2�0.277��JSC «Akku»�С�–�–�50.00�33.5�0.400��JSC «ANPZ»�С�Р�10�–�57.5�–�5,750.00�*3,500.00��2,437.9��29.092��JSC «Aktyubinsk plant of chrome mixtures»�С�Р�–�–�–�–�*1,000.00�*1,000.00��500.0��5.967��OJSC «Bukhtarminskaya cement company»�С�3,300�6,481.0�2,000.00�269.8�3.220��JSC «Bank Kaspyisky»�С�Р�–�–�–�–�*200.00�*200.00��800.0��9.547��JSC «Embamunaigas»�С�Р�–�–�–�–�*250.00�*250.00��1,534.1��18.306��JSC «AZ Etalon»�С�160�12,729.0�92,200.00�931.0�11.110��JSC «KTK»�С�–�–�250,000.00�49.8�0.594��JSC «Margarine plant» (Karaganda)�С�Р�–�–�–�–�*20.00�*20.00��6.1��0.073��JSC «Caravan»�С���100,000.00�1.0�0.012��JSC «KustanaiAsbestos»�С�Р�12,600�–�27,510.0�–�2,250.00�*100.00��1,424.5��16.999��JSCOT «LEGPROJECT»�С�–�–�660.00�4.8�0.057��JSC «Shymkentpivo»�С�Р�26,155�1,638�13,077.5�819.0�500.00�500.00��100.6��1.200��JSC «RAKHAT»�С�–�–�250.00�600.0�7.160��JSC «Sary-Arkapolimetal»�С�Р�–�–�–�–�*50.00�*50.00��191.7��2.288��JSC «Ust-Kamenogorsky hlebocombinat»�С�Р�–�–�–�–�*1,630.00�1,630.00��63.1��0.752��JSC «Ulbinsky metallurgical plant»�С�Р�–�–�–�–�*1,000.00�*1,000.00��2,648.3��31.602��TOTAL in the exchange market:�59�647,337�279,474.8��153,768.8�1,834.949��* – nominal price, no transactions.

The growth of the trade lists of securities of KASE in the end of the third quarter (the most difficult period for the country) not due to the sector "N" but categories "A" and "B", was caused by the reconsideration of the listing requirements by KASE along with NCS.

Capitalisation

For the reported period, the capitalisation of the exchange market of Kazakhstan increased from US$ 1,340.9 million to 1,834.9 million (recalculated according to the official exchange rate of the National Bank), i.e. 1.4 times more. The capitalisation increased under the influence of the three main factors, which are given according to the order of their importance.

Changes of capitalisation of the�exchange market as on the end of the�year, in US$ million

�

An abrupt growth of the organised component of the market in the fourth quarter of 1998 caused the increase of the market cost of the biggest companies, the stocks of which were included in the KASE official list of securities. Previously, due to the absence of transactions at the exchange, only the nominal price of the stocks was taken into consideration in the calculation of capitalisation. As a rule, this price was lower than the market one.

The liberalisation of the listing requirements in the third quarter of 1998 allowed the big companies to pass the listing procedure.

An intensive growth in the number of companies whose stocks could be traded in «Non-listing securities» sector, caused by the activity of the broker-dealer companies (the 1st and 2nd quarters of 1998).

The activation of the operations of DSPP in the end of 1998. This process promoted strengthening of the infrastructure of the stock market.

It should be mentioned that the capitalisation of the stock market grew under the conditions of the deepening crisis and against the background of the fall of the Kazakhstan emitters’ stocks.

Structure of the branches

Changes of the branch structure of the�trade lists, in % of the capitalisation as�on the end of the year

�

Dynamics of the NS turnover and�number of transactions

�

The characteristic of this reported period was the gradual deformation of the structure of the trade lists of KASE towards an increase of a share of the securities of non-raw-materials companies. This change only partially reflects the regular work of the regulating structures (e.g. introduction of stocks of “the second rank” companies to auctions). The deformation was caused also by the objective market factors.

As it was mentioned above, under the conditions of falling world prices, the companies oriented towards the export of raw-materials faced a lot of difficulties. If in the beginning of the year, the stocks of the energy (mainly of oil-mining and oil-processing) and metallurgical (mining and metallurgical) companies controlled 62% of the KASE trade lists (calculated for quantity of the securities), by the end of 1998, the share of these securities decreased to 44%. At the same time, the share of stocks of the banks increased from 13 to 17%, of the food companies — from 17 to 20%, of others companies (including «KAZAKHTELECOM») — from 8 to 19%.

The branch shares in the capitalisation of the exchange market emphasise the mentioned appropriateness even more, as the prices of the stocks of the fuel and metallurgical industry fell more significantly. The share of the fuel enterprises in the total capitalisation fell from 27 to 24%, of the metallurgical — from 56 to 35% (see the diagram).

The most intensive growth of the capitalisation was observed in the banking sector. This completely complied with the strengthening of the banks that occurred with the rigid monetary policy and underdevelopment of the “real economy” sector. The dynamics of prices of the banks’ stocks did not influence the process at all, as these stocks were not actively traded. But the banks showed the most initiative in passing the listing procedure. The banks also increased their capital faster than other companies.

It should also be noted that within the reported period, no company whose stocks were included in the KASE official lists was to pass the re-listing procedure. This means that the previously mentioned dynamics reducing the share of the branches was not predetermined by the exclusion of stocks from the list, but by the more intensive growth of the number of companies from other branches of the economy.

NON-STATE SECURITIES

In general in the reported period, the NS exchange market could not be called liquid. If we evaluating the activity of the market from the point of view of the number of transactions, one can say that through this period activity was minimal and did not depend upon the categories of the trade lists.

Liquidity of NS at KASE

���Volume of�Number�Price of�Max.�Min.�Price of �Date of�����transactions�of tran-�the 1st�price of�price of�the last�the last ��Emitter�Securi-�ties��Access�In thousand tenge�In�units�sacti��ons�trans-�action�trans-�action�trans-�action�trans-�action�trans-�action ��«KAZAKHTELECOM»�C�A�55,797.84�22,142�4�2,520.00�2,520.00�2,520.00�2,520.00�04.12.98��JSC «UKTMK»�C�A�35,796.60�5,682�2�6,300.00�6,300.00�6,300.00�6,300.00�04.12.98��JSC «KustanaiAsbestos»�C�N, 2�27,510.00�12,600�2�2,100.00�2,250.00�2,100.00�2,250.00�31.03.98��«KAZAKHTELECOM»�P�A�24,452.20�17,654�9�1,200.00�1,680.00�1,000.00�1,000.00�28.12.98��OJSC «Kazkommertsbank»�C�A�24,177.19�354,722�69�65.00�80.00�65.00�80.00�27.10.98��OJSC «Halyk Savings  Bank of Kazakhstan»��C��A��17,585.30��133,223��2��130.00��133.20��130.00��133.20��07.12.98��АООТ «Corporation Kazakhmys»�C�N, 2�16,188.87�8,002�2�2,033.00�2,033.00�2,000.00�2,000.00�15.07.98��JSC «SHNOS»�C�A�15,956.64�1,583�1�10,080.00�10,080.00�10,080.00�10,080.00�04.12.98��JSC «Shymkentpivo»�C�N, 2�13,077.50�26,155�1�500.00�500.00�500.00�500.00�31.03.98��JSC «AZ "Etalon»�C�N, 2�12,729.04�160�10�40,000.00�92,200.00�40,000.00�92,200.00�01.09.98��OJSC «Neftebank»�C�A�10,976.00�10,880�10�1,050.00�1,150.00�1,000.00�1,000.00�20.11.98��JSC «Aktobemunaigas»�P�B�7,196.95�12,046�5�2,020.00�2,100.00�468.00�468.00�26.08.98��OJSC «Bukhtarminskaya cement company»��C��N, 2��6,481.00��3,300��2��1,930.00��2,000.00��1,930.00��2,000.00��15.07.98��JSCOT «Corporation Kazakhmys»�P�B�5,759.49�26,198�3�204.00�250.00�204.00�250.00�15.12.98��JSC «Kazakhstan Aluminium»�C�D�2,385.24�8,836�2�270.00�270.00�265.00�265.00�14.05.98��JSC «Mangistaumunaigas»�P�D�2,114.44�2,011�4�1,332.00�1,335.00�1,050.00�1,100.00�25.06.98��JSC «Kazzinc»�C�N, 2�1,683.00�3,060�1�550.00�550.00�550.00�550.00�15.07.98��JSC «Shymkentpivo»�P�N, 2�819.00�1,638�1�500.00�500.00�500.00�500.00�31.03.98��JSC «UKTMK»�P�B�414.00�495�4�2,000.00�2,000.00�800.00�800.00�27.05.98��JSC «Asyl-Su»�C�N, 2�68.00�20�1�3,400.00�3,400.00�3,400.00�3,400.00�15.04.98��OJSC «NIPTIpischeprom»�C�N, 2�64.00�20�1�3,200.00�3,200.00�3,200.00�3,200.00�13.04.98��JSC «ANPZ»�C�N, 2�57.50�10�2�5,750.00�5,750.00�5,750.00�5,750.00�03.02.98��TOTAL:�22��281,289.79�650,437�138�������Changes of the branch structure of the�trade lists as on the end of the year, %�of the total number of stocks

�

Except in some rare exceptions, while concluding transactions there was no trade element. In fact, in 1998 the brokers only registered their operations using the trade and settlement service submitted by KASE. The brokers preferred not to work in the trade regime (the automatic anonymous realisation of the submitted applications). Rather, the traders preferred to operate in either the quoting regime (see below) or in the protected one (in which the purpose applications cannot be taken by the third person). There were several reasons for this preference.

The main reason was the absence of a sufficient quantity of interesting securities. The innumerable stocks of Kazakhstan enterprises that were available in the market, were by the end of the first quarter distributed between the broker-dealer companies. New redistribution was caused by local reasons (leaving the market by a broker company) and did not result in active trading. Rather they led to a local large issue of the stocks in big batch at the previously agreed price to a concrete counteragent.

The powerful competitor of the organised trade was the non-exchange sector. It was in this sector that the main volume of NS transactions were concluded. According to the evaluations of the NCS, about 60 to 70% of the non-exchange turnover was in the purchasing sector: broker-dealer companies purchased stocks from natural persons. However the share of the transactions that the brokers could have concluded at the exchanges was significant. Due to a number of reasons (including an unwillingness to pay the commission charges, specific conditions of these transactions, insufficient nomenclature of the KASE lists – according to the professional participants of the market, the obligatory membership of KASE to conduct the exchange operations, informational "impenetrability" of OTC allowing to purchase stocks at a lower price and to sell them at a higher price, etc.) the broker-dealer companies preferred to work in the “grey” market.

The current situation did not promote the development of the national stock market and the appearance of big investors interested in maximum transparency of the companies nor in the complete availability of the trade information. Due to these reasons, both NCS and KASE took measures to reduce the non-exchange turnover throughout the reported period.

On January 28, 1998, at the Meeting of the exchange members the Memorandum was approved. The KASE members that signed this document undertook the responsibility to conclude all the transactions with securities included in the official and additional lists of the securities of the exchange. The signees also agreed to apply for quotations exclusively through the trade system of KASE.

Turnover of the non-exchange market�and share of KASE

�

On June 13, 1998, at the Joint Meeting of the KASE members the «Code of ethical honour for members of the Kazakhstan stock exchanges» was approved. According to this document, all transactions with securities included in the official list of KASE or accessed to the «Non-listing securities» sector in which the counteragent of both of the parties are the exchange members, should be concluded only in the trade system of KASE. It is noteworthy that the document provides penalty sanction for breaking this provision of the Code.

At the same time, the specialists of the exchange worked out a QTS (a specific element of the program, to allow the brokers to work in the regime of the indicative quotations, i.e. as they got used to work in the non-exchange market: with a concrete counteragent at agreed price not applying to the automatic mechanism of realisation of applications). Each participant is able to enter his authorised applications, to see all the applications of other companies, and to choose a partner for a transactions according to his own wish). It was planned to use QTS only in the «Non-listing securities» sector.

The first regular auctions in QTS were opened on July 15, 1998. The participants had an opportunity to work in QTS either in the auction hall or with access from a distance.

Auctions volume at KASE

�Number of�Volume of��Period�transactions�securities�in thousand tenge�In US$ thousand���Junuary�6�2,511�3,048.7�39.9��February�33�234,825�24,479.2�320.4��March�38�135,976�51,662.3�674.6��Subtotal�77�373,312�79,190�1,035��Apriel�4�470�1,267.0�16.5��May�14�7,713�6,160.5�80.2��June�7�11,232�21,223.2�275.8��Subtotal�25�19,415�28,651�372��July�8�18,770�23,884.0�308.8��August�8�43,695�14,148.8�180.2��September�5�5,217�4,102.2�51.9��Subtotal�21�67,682�42,135�541��October�2�8,915�1,713.3�21.0��November�2�50,100�6,600.0�79.7��December�11�131,013�123,000.6�1,478.1��Subtotal�15�190,028�131,314�1,579��TOTAL for 1998:�138�650,437�281,289.8�3,527.1��The measures taken by KASE and NCS along with liberalisation of the listing requirement had some positive results. Increased activity in the market observed in the fourth quarter of 1998 was mainly caused by these measures. The share of the NS exchange market increased significantly, and the brokers’ work while quoting the stocks became similar to the auction.

The total number of the applications for NS registered by the KASE trade system was 2,893, including 2,441 applications for sale of the stocks and 452 — for purchase. Quotations in QTS were not registered by the system. For the year, 138 transactions with securities were concluded�. All the operations paid. More detailed data is presented in the table and in the diagrams.

Summary table on auctions for the state hare-holding at KASE�

��Sector of SSH sale (Z)���«Non-listing securities» sector (NZ)���Total for 1998 ���Number �Volume, in��Number �Volume, in��Number�Volume, in���Период�of trans-actions �Thousand tenge�US$ thousand��of trans-actions �Thousand tenge�US$ thousand��of trans-actions�Thousand tenge�US$ thousand��January�–�–�–��–�–�–��–�–�–��February�–�–�–��–�–�–��–�–�–��March�1�371.3�4.8��–�–�–��1�371.3�4.8��Subtotal �1�371.3�4.8��–�–�–��1�371.3�4.8��April �–�–�–��–�–�–������May�1�92.8�1.2��–�–�–��1�92.8�1.2��June�1�500.0�6.5��–�–�–��1�500.0�6.5��Subtotal �2�592.8�7.7��–�–�–��2�592.8�7.7��July�1�114.0�1.5��–�–�–��1�114.0�1.5��August�–�–�–��–�–�–������Septembe�–�–�–��–�–�–������Subtotal�1�114.0�1.5��–�–�–��1�114.0�1.5��October�–�–�–��–�–�–������Novembe�1�524,779.3�6,337.9��–�–�–��1�524,779.3�6,337.9��December �–�–�–��6�1,371,022.4�16,338.3��6�1,371,022.4�16,338.3��Subtotal �1�524,779.3�6,337.9��6�1,371,022.4�16,338.3��7�1,895,801.7�22,676.2��TOTAL,1998:	5�525,857.4�6,352.0��6�1,371,022.4�16,338.3��11�1,896,879.7�22,690.3��STATE SHARE HOLDING

The first SSH was introduced to the KASE site to the sector of sale of the state share-holdings under the program of mass privatisation on November 5, 1997. From that time, auctions for SSH have been regularly held at the exchange.

In 1998, the number of the shareholdings offered for sale varied from 4 to 37. Until November 20, 1998, all the shareholdings were presented in the above mentioned sector (series "Z") and could only be traded in the regime of automatic realisation of the applications. The participants of the auctions quoted the packet in a single lot, stipulating the whole price. This mechanism excluded the possibility to buy SSH at retail by several purchasers.

From November 20, 1998 the situation changed. The SSH from the «Non-listing securities» sector (series "NZ") with the corresponding liabilities to pay only through CD appeared in the site. From that time, quoting of the packets could be done in the KASE QTS, and the participants submitted their applications (or presented quotations) in tenge per stock. The possibility of buying SSH of "NZ" series "clubbing together", i.e. by several buyer at once if the purchase was done in a single day, was an essential change.

The changes in the methods of the SSH realisation were caused by the significant activity of the DSPP in the end of the year. Due to the influence of the world financial crisis and hence the difficult budget situation in Kazakhstan, the stocks of the small and middle-size enterprises needed to be sold to local investors. Under this program, on December 1, 1998, the DSPP held a tender for the right to place the SSH through the organised securities market. The broker-dealer companies took an active part in this tender.

Along with settling the problem of financing the state budget deficit, the DSPP initiative played a positive role in increasing the activity of the stock market. The offer of the stocks that were interesting for the local investor greatly increased the activity of the market. The daily quoting of the packets of stocks was accompanied with the work of the broker-dealer companies to achieve a price compromise. The auctions were real auctions, and the broker-dealer companies found new clients. It is noteworthy that parallel to this, the NS market became more active as the number and volume of the exchange transactions were growing.

In 1998, the trade system of KASE registered 778 applications for sale and purchase of SSH, including 665 for sale, and 113 for purchase. There were even more quotations. Eleven transactions were concluded for the total amount of 1,896,879.7 thousand tenge. The payments under 9 operations totalling 1,284,038.3 thousand tenge were conducted (in two cases purchasers did not fulfil their responsibilities, but paid all the corresponding penalties). The calculated annual turnover of the exchange transactions with SSH was 82.0% of the total KASE turnover in NS and exceeded the transaction volume of NS concluded at the exchange outside the SSH trade by more than 4.5 times.

PAYMENTS

The organisational scheme of the exchange securities market at KASE was worked out in accordance with the recommendations of the so-called «Group of thirty». These recommendations are as following:

Recommendation 1:	The details of the concluded transactions should be checked by the direct participants of this transaction.

Recommendation 2:	The indirect participants of the market (the institutional investors) should take part in the system of checking and should conform to the details of the transactions concluded on their behalf.

Recommendation 3:	Every country should have a central depository of securities.

Recommendation 4:	If necessary, the netting system may be used.

Recommendation 5:	While carrying out transaction payments, the "delivery against payments" regime is to be observed.

Recommendation 6:	Payments regarding security transactions should be conducted regularly using "money gained on the day of conclusion of the transaction", i.e. payment should be guaranteed, final, and cannot be withdrawn.

To remove the barriers in the international trade, the representatives of 30 countries with developed securities markets united their efforts and in 1978 organized «Group of thirty» (G30). In March 1989 G30 announced nine recommendations regarding organizing the domestic securities markets.

Recommendation 7:	Every day of the conclusion of transaction is to comply with the definite payment day (the slipping system of payments should be used).

Recommendation 8:	The allotment and receipt of the credits in the form of securities should be encouraged as a method of payments.

Recommendation 9:	The standard formats of transactions on securities designed by the International Organisation on Standardisation are to be accepted in every country. It is especially important to use the numeration system ISIN for securities.

As of the beginning of 1999, the recommendations # 4 and # 8 were not fulfilled at KASE. This was caused by underdevelopment of the market. In connection to this there was no mechanisms to realise these two recommendations.

PAYMENTS ON SS AND EURONOTES

Transactions payments of the SS concluded at the KASE auctions are conducted exclusively through the CD in “T+O” scheme. It means that payments on securities and on money are made on the day of conclusion of the transaction. The succession of the payments is the following:

The trade system of KASE registers the transaction.

If the transaction is concluded on the participant's account of the confirmation system, information about this transaction is sent to the participant for him to confirm the details of the transaction.

After the transaction is concluded and conformed, the KASE Trade system forms the message in SWIFT format and sends it to the CD.

The CD blocks the securities in the seller's account and writes off money from the seller's account to the buyer's account. If securities subject to the transaction are absent in the seller's account, the transaction is withdrawn and the corresponding notification about impossibility to execute the payment is to be sent to the KASE Trade system.

If the writing off the money is successful, the CD transmits the seller's securities to the buyer's account and sends the confirmation to the exchange. This confirmation is seen by the auction participant at his working place and dealer of the exchange.

If writing off is impossible, due to the absence of money in the seller's account, the transaction also is withdrawn by the CD. The KASE Trade system is notified about it.

All the procedures from the moment of conclusion of the transaction to the moment of its implementation take 10 to 20 minutes.

PAYMENTS ON NS

As of January 1, 1999, the following payments scheme for NS was used at the exchange.

Securities included in the official list

Payments under transactions on NS included in the official list that are concluded at the KASE auctions are executed exclusively through the CD in "T+3" scheme with the prior freezing (30 minutes before the auction) the sold securities in the “depo” accounts of securities intended for sale at the auctions.

Payments under transactions concluded according to the method of direct quotations are executed in the following way:

The exchange does not provide information about concluded transactions. This information is transmitted to the CD by parties taking part in the transactions themselves.

Payments from these transactions are conducted in the order stipulated by the internal standard documents of the CD.

The transaction payments concluded according to the method of counter auction are executed in another way:

Until 18:00 (Almaty time) of the auction day ("T" day) KASE sends information about details of the concluded transactions to the users of the Confirmation System, in whose "depo” accounts these transactions were concluded.

Until 13:00 (Almaty time) of the following working day ("T+1" day) the users of the Confirmation system transmit either a message confirming the transactions concluded in their “depo” accounts or their refusal to conform these transactions. If the exchange does not receive such a confirmation from the user of the Confirmation system, it is interpreted as the user's refusal to confirm the transactions concluded on his “depo” accounts.

At 14:00 (Almaty time) on "T+1" day the exchange sends the information about the concluded and it is conformed by the users of the system transactions to the CD.

From 14:00 (Almaty time) on "T+1" day the participants of the auctions-buyers of securities are authorised to pay the purchased securities under the transactions which have been confirmed by the users of the Confirmation system. After the payment is received, the CD places the purchased securities in the corresponding “depo” accounts.

Until 18:00 (Almaty time) on "T+1" day the exchange notifies the corresponding participants of the auctions about transactions which have not been confirmed by the users of the Confirmation system.

Until 18:00 (Almaty time) on the second working day following the auction day ("T+2" day) the participants of the auction conclud the transactions that have not been conformed by the users till 13:00 (Almaty time) on "T+1" day. Then the participants are to submit to the exchange either the required confirmation of the users of the Confirmation system or the requisites of the organisations that undertake the responsibility for the fulfilment of the unconfirmed transactions.

At 10:00 (Almaty time) on the third working day following the auction day ("T+3" day) the exchange transmits the information about transactions conformed by the users of the Confirmation system after 13:00 (Almaty time) on "T+1" day. The exchange also transits the information about transactions that wereunconfirmed by the users, if the requisites of the companies undertaken responsibilities for these trans-actions are known, to the CD.

At 11:00 (Almaty time) on "T+3" day the CD begins payments under the transactions, information about which has been received by this organisation according to the point 7 (excluding transactions payments under which in accordance with the point 4 have been executed before).

Securities included in the sector «Non-listing securities»

Payments under the transactions permitted for circulation in the «Non-listing securities» sector of the KASE Trade system are conducted by the participants of the auctions in the places and times stipulated in the corresponding exchange certificates. These payments may be conducted according to the agreement between the parties under the transactions through the accounts at the officers keeping registers of the holders of these securities.

If the CD is used as the place of payments, the exchange transfers to it the information about the concluded transactions, as the mentioned information is to be sent by the parties undergoing the transactions themselves. These transaction payments are executed in the order stipulated by the internal standard documents of the CD.

TECHNOLOGIES

TRADE SYSTEM

By the beginning of February 1998, the creation of the new Trade system of AFINEX and the KASE «Multi-purpose module» were completed. This program complex was designed taking into consideration the latest informational technologies and based upon the experience of operation of the trading system purchased from «CMA Small System». The latter did not meet all the requirements of the market and by the beginning of 1998 this system required a support.

The important factors that were taken into consideration while projecting the «Multi-purpose trade module», were the possibility of holding the auctions with remote access and the further modification of the system to improve the market mechanisms.

All the works regarding projecting, creation and putting into operation of the system were fulfilled by the specialists of the exchange.

Program environment of the client’s part of the “Multi-purpose trade module”

�

The main characteristics of the system are as follows:

«Client-server» ideology.

the designing language of the server’s part is "C++", the compilation is for the operational system HP-UX v.0.04 by «Hewlett Packard».

Clients’ part was designed in "C++ Builder", v.1.0.

Storage of the data and management — by «Informix», v.7.12.

The storage system is intended for work in the server Hewlett Packard 9000 T500 in the local network HP 100 VG. To exchange the messages, the system uses the transport protocol TCP/IP.

From February 1998, «the Multi-purpose trade module» was used at the AFINEX site to trade the foreign currencies. The shift of SS and NS auctions to the new system was done on July 15, 1998. By that time, the new version of «the Multi-purpose trade module» was realised as one of the possible methods in the auction quotation regime. The main difference of this mechanism from the method of uninterrupted counter auction is that brokers are able to work in the regime of the indicative quotations: with a concrete counteragent at an agreed price, therefore avoiding the automatic mechanism of satisfaction of the applications. Each participant may enter his automated quotations, see all quotations of other companies, and choose a partner for a transaction according to his own wish.

The transmission of information about concluded SS transactions to the CD to make calculations in the “real time” regime, was also realised in the «Multi-purpose trade module». This communication is conducted in SWIFT format through the commutation banking transaction system KCIS. Thus, the time required for a transaction and payments in the SS sector is 10 to 20 minutes. This time is required to register and transmit the messages from the exchange and CD and vice versa, automatic payments and registration (writing off) securities by the CD system.

REMOTE ACCESS TO THE AUCTIONS

Within the reported period, the KASE specialists organised a network of the removed access to the auctions. The joint venture «Dianet Line» was chosen as the provider of the removed access to the exchange network in Almaty. With the help of this company, the auction participants were connected at a rate of 64 Kbytes/sec. The connection of each participant is done to the nearest ATS. Further, the traffic is going through the digital network (main channels between ATS at the rate of 2 Mbytes/sec) of «Dianet Line», which has the possibility of reserving the channels due to roundabout routes. The digital network of «Dianet Line» has a round-the-clock monitoring and the corresponding maintenance service.

Three remote participants were connected to te auctions through this provider during the reported period.

The purchase of additional communication equipment in September 1998 allowed KASE to connect the removed clients through direct lines from the participants’ offices to the exchange at the rate of 32.6 Kbytes/sec. Within the reported period, three remote participants were connected through these communication channels to the auctions.

In addition, due to the low activity of the market, the members of the exchange were given the access to the auctions through the commutation lines.

INFORMATIONAL LOCKS

The channel of access to the world-wide Internet was installed in May 1998. This channel allowed the organization of reliable and uninterrupted E-mail, and guaranteed “on-line” access of the specialists to the Internet.

In June 1998, the terminal of the REUTERS informational system was installed at KASE. The “alive” site of AFINEX and KASE allows users from all over the world to follow the auctions in the “real time” regime.

To guarantee reliable and uninterrupted communication, the channel to KCIS was installed in October 1998.

MOVING TO THE NEW PREMISES

In March 1998, the specialists of the exchange with minimum participation of the outside companies moved to the building of NCS at the address: 67, Aiteke bi St., Almaty. The equipment was completely dismantled at the old place, and a five-grade calculation network was installed at the new place (in the office of the exchange and in the auction hall). The service room was completely equipped. The operative efforts of all the officers of KASE and AFINEX allowed for the transportation and to installation of all the main trade equipment within a day. Auctions were continued in the new premises without breaking the daily working schedule.

MODERNISATION

During 1998, the computer pool used by the workers was steadily modernised at KASE. That allowed to rise in the volume of the processed information and not to drop behind the modern technologies.

In 1998, KASE began to test the applied program software in the light of "Y2K problem".

INFORMATION

In 1998, KASE was the largest informational centre in the country, providing the market with the most reliable information about the emissions of stocks traded at KASE, about the exchange quotations, and with the widest range of information connected with the financial markets.

The role of the informational service of the exchange was played by the Information and Analysis Department of AFINEX (hereinafter referred in this chapter to as Department or service). The Department was the only information exchange service in the Republic. The attraction of the officers of AFINEX to the elimination of the stock market was predetermined by the rational use of the available manpower, and by the infrastructure of the information exchange service previously established. This approach received a juridical status of the Information agency of financial markets «IRBIS». The founders of this agency were AFINEX, KASE, the Association of Brokers and Dealers of the securities market of the Republic of Kazakhstan (ABD), the National Association of the professional participants of the securities market of RK (NAMI) and the national magazine «Kazakhstan securities market».

The work of the Department had the following general directions:

Dissemination of the events that happened at the exchange. To guarantee the maximum transparency of information by interaction with the mass media and by the regular publication of the informational-analytical weekly review «Week of the exchange stock market».

To interact with specialised informational systems, a well as to render the direct services to the partners of the exchange.

To further develop the information exchange unit, having the complete information required for technical and fundamental analysis of the Kazakhstan market of the financial instruments.

To create a logically completed complex of the information services in the series «Kazakhstan’s stock market», able to arouse the interest of the professional participators under the conditions of the world financial crisis.

To render assistance to all the units of AFINEX and KASE in the provision of information.

Fulfilment of a number of analytical works connected with reports of the exchange to its members.

Throughout this period, the Department was in the personnel list of AFINEX.

WORK WITH MASS MEDIA 

Based upon the experience of the previous year, in 1998 the exchange concentrated on work only with some mass media, which were able to present the information in the most literate way. These mass media are: «PANORAMA» newspaper (Russian), «THE GLOBE» (Russian and English), and «The Almaty Herald» (English).

During 1998, the exchange co-operated with the specialised national magazine «Kazakhstan securities market». As a result, this magazine published materials devoted to KASE and AFINEX, as well as a description of the trade and informational systems installed at the exchanges.

We should mention «KHABAR», which during 1998 presented reviews about the exchange market in the TV programs, among the radio and TV mass media. Additionally, from November 1998, «Khabar» radio directly presented a five-minute review of the Kazakhstan financial market. This review was prepared and presented over the telephone by the officers from the Information and Analysis Department. The review is available in all the regional centres of Kazakhstan.

WORK WITH THE SPECIALISED SERVICES 

While disseminating the information in 1998, KASE concentrated upon working with specialised information services oriented towards professional participants of the financial market and to the interested persons.

REUTERS: <KASE02>

�

REUTERS agency

Co-operation of the exchanges with REUTERS started in summer of 1997. As the exchange submitted its information to REUTERS regularly and accurately, it lay the groundwork for widened co-operation between the agency and the exchanges. A contract was signed between the two parties. As started in the contract, in the beginning of 1998, equipment able to transmit information about auctions of AFINEX and KASE to the REUTERS terminals was installed at the exchange. Under this contract, REUTER information sites were created for the exchanges.

During 1998, the personnel of the Department supported by services of AFINEX and KASE managed to start the regular broadcasting of the auctions for the state and non-state securities at KASE in the semi-automatic regime and in “real time”. At present time, the specialists of the exchanges are preparing for the complete automation of the broadcasting of the data from the auction site of KASE. The method of publication of the information about emitters of securities in REUTERS is being worked out.

KASE.KAZECON.KZ

�

WWW.PAVLODAR.COM

�

WWW.SECURITIES.COM

�

Within the reported period, the personnel of the exchange got in close touch with the REUTERS correspondents. As a result, the main news of the stock and hard currency markets was timely published in the agency's informational blocks. Thanks to this connection, the errors and mistakes made by the agency's correspondents in their publications were corrected in time.

Due to this activity, directed to the informational servicing of the REUTERS agency, the personnel of the exchange have an opportunity to use in the informational product of REUTERS «Markets-2000» in their work without any charges, except communication charges.

Internet

In January 1998, access to the KASE server (http://kase.kazecon.kz) was opened. This server represents quotations at KASE and quotations of the emitents of securities traded at the exchange. The server is designed and supported by USAID (the project entitled «Stock market and privatisation in Kazakhstan»). All sections of the server are exclusively maintained by the specialists of the Department.

The co-operation of the Department with the official distributor, AFINEX, to spread information among the exchanges by the Trust company «KAMAL» (Pavlodar, Kazakhstan), was strengthened in 1998. In 1998, the Internet-site of «KAMAL» company (http://kase.kazecon.kz) was opened. Pages devoted to the Kazakhstan financial market with an emphasis on its stock component were designed in this site. The pages contain information available at the server kase.kazecon.kz, detailed data on the non-exchange market of the corporate and state republican securities, «News of the Kazakhstan financial market» line, and advertising materials of the Department. Organisations may subscribe to the information products of the Department automatically. Subscription may be made in the “demo” regime. From December 8, 1998, the daily updated WWW-version of the reference book entitled «Non-state emission securities accessed to the auctions at KASE» works was introduced, which is now an integral part of the informational product "reference system of the KASE broker". The information of the aforementioned pages is provided by the distributor of materials submitted by KASE and AFINEX.

Composition of the clients on informational servicing 

�
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On November 16, 1998, the informational resource «Central Asia» was opened in the international system «Internet Securities, Inc» (New York, USA, http://www.securities.com). This resource is filled with the information that is updated several times a day and is actively used. The informational products of the resource are sold to subscribers. This project contains detailed information about emitters whose stocks are traded at the exchange and is transmitted by the KASE Listing and Analysis Department.

According to the signed agreements with «MFD-InfoCentre» (Holding JSCCT «Moscow Financial House», Russia), form September 1998, both the information on each transaction concluded in the Kazakhstan stock market, and the materials from «News of the financial market of Kazakhstan» are regularly presented on the electronic site of «MFD-InfoCentre». This site is popular in the Russian financial circles.

Under the above-mentioned project, information about the Kazakhstan financial market is correctly presented to subscribers of the informational system MFD-InfoCentre «Dixi+» information system in the most complete and user-friendly way. The news block is available in the “real time” regime. Information on quotations and transactions at KASE and AFINEX, as well as on the non-exchange stock market is presented in a regularly updated database. The information is transmitted uninterruptedly by the electronic communication channels (IP).

The «Dixi+ Kazakhstan» system had been designed and tested for several months. And the project is almost completed. There are plans to release the project's commercial phase soon.

SUBMISSION OF INFORMATION TO MEMBERS OF KASE

According to the resolutions of the Exchange Council, the KASE Board is based upon the Information and Analysis Department of AFINEX established in 1997 as an original front-office. The use of this office is not restricted to KASE members, onlyone can use it.

In 1998, work in this direction was continued and strengthened by the more active participation of the KASE Listing and Analysis Department. All members of KASE, as well as other organisations could work with the original documents of the companies-emitters. The following documents were also submitted, if required:

electronic materials officially submitted to KASE by the emitters and by the broker-dealer companies;

normative documents of KASE;

documents of NCS, if any of them were submitted to the Department for further distribution;

results of the held auctions for NS and SS.

In addition, following the completion of each exchange session at KASE, the personnel of the Department sent quotations of their securities and volumes of the concluded transactions along with price parameters of demand and supply to all emiters whose securities were included in the trade lists of the exchange.

The results of auctions for corporate and state securities, including Euronotes were e-mailed free of charge to the KASE members, if required. This was done during 1998.

ANALYTICAL AND STATISTICAL WORKS

The analytical and statistical works include the following type of activities:

The preparation of the KASE and AFINEX reports for 1997. In 1998, the electronic and published variants of the reports were regularly required by different local and foreign companies. This promotes dissemination of information about the national financial market and an understanding of the specifics of work in this market.

The preparation of regular (weekly, monthly, quarterly, annual) reports of KASE and AFINEX submitted to different concerned organisations (mainly to NCS and NB RK).

Informational and analytical support of the new listing requirements of KASE, which were introduced in summer 1998.

The creation of a method to analyse the emiters’ reports submitted to KASE and register the results of this analysis. The method was introduced by September 1998. The information product «Reference system of KASE broker» (an adapted version of this product is included in the composition of the trade place of the KASE broker and is updated daily by the personnel of the Department) is based upon these methods.

The preparation and distribution of informational-analytical messages dedicated to the Kazakhstan financial market. More than 200 messages distributed in the form of the exchange press-releases were prepared in 1998.

PURPOSE SERVICING OF CLIENTS

The companies were served according to two thematic directions: «Hard currency market» and «Stock market».

For 1998 in the thematic direction «Stock market» the following works had been completed:

Informational complex «Kazakhstan market of the state securities» was supplemented with a new normative file line and with operative transmission of the results of SS placement in the primary market to the clients’ pagers. This was done without any price increase.

Informational complex «Kazakhstan market of the corporate securities» was supplemented with two renewed databases on the non-exchange sector. As a result, the number of the client's database replenished at a distance came to 8.

All the program forms of the supplemented database included in the three informational complexes were significantly redesigned and optimised.

A new information product «News of the financial market of Kazakhstan» was created. This product was put into operation at the end of September 1998. In the frame of the informational line 1,042 messages were prepared and sent. At the end of the year in the frame of the line 15 to 25 news reviews were prepared. These reviews are now directly sent and published on 4 WEB-sites in the world.

Composition of the clients on�informational servicing

�

On the basis of the worked out and introduced technology of analysis of the emitters’ reports, a new information product «Reference system of the KASE broker» was designed and put into operation.

The model of the weekly informational-analytical review «Week of the stock exchange market» was designed and published. This review was included in the complexes «Kazakhstan market of the corporate securities» and «Reference system of the KASE broker». This review is also regularly published in the press and on Internet-sites of the exchanges and of «IRBIS» agency.

An information series dedicated to monitoring of the entire Kazakhstan stock market was completely designed and adapted to paging communication. This series was handed out to «IRBIS» agency and is used by «ASPAN».

Support by the Software Provision department of AFINEX, the mail server of the exchanges was transferred to a more modern system base. This significantly speeded up the transmission of the information to the clients.

This variant of the report is intended for wide publication and does not contain chapters devoted to the results of the financial activity of the CJSC «Kazakhstan stock exchange».

The report was prepared by the KASE Information and Analysis Department.

�	In this paragraph the data of NCS were used. This information was submitted to the exchange while preparation of the report.

� 	In this paragraph the data of the NCS was used. This information was submitted to the  exchange during the preparation of the report.

�	"Social-economic condition of the Republic of Kazakhstan", January 1999, operative information of the Statistical Agency of the Republic of Kazakhstan.

�	Data of AFINEX.

�	"National Bank of Kazakhstan. Statistical bulletin", #12(49), December 1998.

�	"Social-economic condition of the Republic of Kazakhstan", January 1999, operative information of the Statistical Agency of the Republic of Kazakhstan.

�	"Social-economic condition of the Republic of Kazakhstan", January 1999, operative information of the Statistical Agency of the Republic of Kazakhstan.

�	"National Bank of Kazakhstan. Statistical bulletin" #12(49), December 1998.

�	Parameters of the market given in this sector are based on the database of KASE and AFINEX

�	Parameters of the market given in this sector are based on the database of KASE and AFINEX, which are formed daily according to the information of CD.

�	To analyze the data in this sector it should be taken into consideration that we talk only about transactions concluded with participation of APF's assets.

�	Operations with the participation of APF's assets.

�	The third persons (who are not a potential participator of the planned transaction) are not able to take the applications basing on which the transaction was concluded.

�	Profitability was calculated by algorithm accepted at KASE.

�	According to the nominal value of the debt.

�	According to the discount value of the debt.

�	"Provision on listing of securities", approved by the Decree NCS of the Directorate No.100 dated 26.06.98

�	«Order of access of securities to the sector «Non-listing securities» approved by the Decree of the NCS Directorate No. 100 dated 26.06.98

�	At the average exchange rate for the date of conclusion of the transaction.

�	Without transaction with SSH

�	The volumes in US$ are calculated at the average rate for the date of conclusion of the operation
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