£~
SPERN
ifn (O %

THINK Economic and financial analysis

| KAZAKHSTAN

Kazakhstan cuts by 50bp as the region
continues to defy global hawks

Kazakhstan's central bank cut its base rate by 50bp to 15.75%, as the
domestic economy and markets continue to defy the global hawkish
turn. But resilience is not immunity; with disinflation still relying heavily
on a strong tenge, real rates will need to stay high. NBK's next decision
will most likely be a hold
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Lower than expected

Kazakhstan continues to defy the global hawkish turn

The National Bank of Kazakhstan (NBK) cut its base rate by 50bp to 15.75%, at the dovish end
of the 25-50bp range of market expectations and a stronger move compared to our cautious



https://nationalbank.kz/en/news/press-relizy/20503
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25bp call. We saw room for another cut thanks to lower inflation, improving inflation
expectations and continued tenge strength, but expected the worsening global rates backdrop
to encourage a smaller step.

Instead, the NBK opted against shortening the step compared to the September decision amid
continuing improvement in domestic conditions. Annual CPI slowed to a below-expected 9.3%
year-on-year, while inflation expectations of households and economists continued to
improve. Today's decision therefore reinforces our broader view that Kazakhstan, similar to
some of its neighbours in the region, has so far proved relatively resilient to the deterioration in
the global inflation and rates story.

NBK makes another 50 bp cut as actual CPI and inflation
expectations continue to soften
Kazakhstan CPI, households' 12M CPI expectations, and base rate
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The tenge remains key to the domestic disinflation story

That resilience is likely to be tested, as underlying price pressures in Kazakhstan remain
significant. Disinflation remains concentrated in the food segment, while non-food and
services parts of the consumer basket are showing stickier price growth. Despite the overall
slowdown, CPI still remains significantly above the 5% target. Domestic demand, despite
recent moderation in GDP growth, remains robust and supported by fiscal and quasi-fiscal
measures.

This makes Kazakhstan's disinflation story increasingly reliant on the tenge, which has rallied
11% against the US dollar since the outbreak of the Iran war and by 20% YoY,

insulating Kazakhstan from other price pressures. This view seems to be confirmed by the NBK,
as the central bank makes a direct link between favourable inflation dynamics and the
exchange rate. While we have a constructive view on the tenge for the medium term, its
dependence on volatile portfolio flows and commodities should be seen as a watch factor.
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Kazakhstan's disinflation is relying heavily on the tenge

Precursors of Kazakhstan's CPI (% YoY)
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Resilient, not immune

This growing reliance on a single disinflationary factor explains why NBK's forward guidance
has become explicitly more cautious. The central bank noted that global monetary conditions
are tightening and identified higher global food and energy prices and tighter global financial
conditions among the inflation risks. The requlator indicated the low likelihood of a change in
the base rate by the end of 2026.

This fits our recent regional view, suggesting that the economies have so far shown resilience
to higher global inflation and core rates. That being said, they are not fully immune to it -
especially if the global context continues to deteriorate.

FX should remain pivotal from here

As long as the tenge remains strong, it can continue to contain imported inflation,
allowing NBK to retain scope for cuts in nominal rates in the medium term. But
maintaining that FX resilience in a less supportive global environment is likely to
require keeping real rates high. That leaves us expecting a hold in December and a
cautious easing path in 2027.
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