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Kazakhstan Monthly Update, Match 2025

Economic momentum builds
as 2025 kicks off strong
Early economic indicators suggest a solid start to
2025, with the latest PMI data pointing to robust
growth in both manufacturing and services.

The composite PMI climbed to 51.3 in February, up
from 50.4 in January, signaling continued expansion.
The manufacturing PMI surged to 54.0.

The services sector PMI rebounded to 50.6 in
February, recovering from 49.7 in Jan. While demand
remains stable, firms are increasingly concerned
about rising labor and input costs, which could
pressure margins moving forward.

The positive output gap that emerged in 2024 is
expected to persist into 2025. Estimates show the gap
will peak between 1-1.5 p.p. in 2025 before gradually
narrowing in the following years. The excess demand
will continue to exert upward pressure on inflation.

Inflation rebounds as price pressures mount
Inflation jumped to 9.4% y-o-y in February (compared
to 8.6% in December 2024)., reversing its previously
declining trend as price increases spread across all
major components of the consumer basket. Food
prices climbed to 6.5% y-o-y (5.5% in December),
non-food to 8.7% (8.3%), and services inflation
accelerated to 14.1% (13.3%).

Both demand and supply-side pressures are at play.
Excess demand was exacerbated by pro-cyclical
expansionary fiscal policy and rapid credit growth,
including state-backed subsidized lending. On the
supply side, inflation is being pushed higher by steep
hikes in regulated utility prices (16.3% in February)
and rising import costs (6.5% in February) owing to
past currency depreciation. Producer prices went to
6.5% y-0-y in December from 7.2% contraction a year
ago.

The announcement by the authorities that inflation
could hit double digits by end-2025 due to the
planned VAT hike may have influenced inflation
expectations upwards (13.7% in February). With
inflation expectations still unanchored, restoring
confidence and bringing inflation back to the 5%
target will remain a significant challenge.
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Lending rates surge,

but credit expansion persists
Household lending rates crept up in January, reaching
10.2% (up from 9.9% in December), while borrowing
costs for firms held steady at 8.4%.
The central bank raised its policy rate to 16.5% in early
March, pushing the real benchmark rate to nearly
7.5%. This tightening is set to drive real borrowing
costs further, marking a steep increase well above
pre-pandemic levels.
Despite tight financing conditions, aggregate bank
lending — adjusted for inflation — grew by 10.4% y-o-
y in January, largely fueled by a 13.2% jump in
consumer loans, which accounted for 77% of overall
credit growth. Real corporate lending also showed
signs of recovery, rising 6%.
The growing role of state-sponsored financing has
likely been a key force behind business credit
expansion. Concessional lending programs under the
state-owned Baiterek holding have ramped up,
pushing the stock of subsidized SME loans to 2% of
GDP in 2024 alone, up from 1.8% in 2023.

The trade surplus grew amid evolving partnerships
e Trade balance took a hit in January, as nominal goods
exports plunged by 13.4% y-o-y, largely due to a
13.7% drop in crude oil shipment volumes and an
11.9% decline in prices. Oil accounted for nearly 65%
of total exports.

Imports also contracted, falling 5% y-o-y, with
machinery and equipment imports (52.1% of total)
dropping 10.5% y-o-y. As a result, trade balance
shrank by nearly a quarter in January but remained
positive at $1.6 billion.

The EU solidified its position as Kazakhstan's top
export market, primarily for energy products. The
share of exports to the bloc went from 40% in 2021
to 46.7% in 2024, while imports rose to 17.8% (from
14.4%), signaling deepening economic ties.

China’s share of exports expanded from 16.2% in
2021 to 18.3% in 2024, while imports from China
jumped from 20% to 25%, reflecting stronger bilateral
trade.

Russia’s share of Kazakhstan's exports remained
stable, but imports from Russia fell sharply — from
42.5% in 2021 to 30.5% in 2024. Despite this decline,
trade remained anchored in EAEU ties, with food and
machinery imports from Russia continuing.
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