
 

Due to the slower reduction in tax revenues of the state budget in the third quarter to -9.5% yoy against -23% 

yoy in the second quarter, budget tax revenues decreased by 10% yoy in the first 9 months of this year. Lost tax 

revenues were compensated by the National Fund transfers, that provided 40% of all revenues in 9M2020. 

Spending of the state budget increased by 23% yoy in January-September. At the same time, only half of all 

expenditures were financed from the state budget revenues (62% in 9M2019), the rest was provided by transfers 

from the National Fund and state loans. As a result of the increased imbalances, the state budget deficit as of the 

end of the third quarter of 2020 tripled in annual terms to T1.9 tn. The situation with the spread of COVID-19 is 

still far from resolved, and oil prices remain 30% lower than last year, while the state budget deficit is rapidly 

increasing and will amount to 3.5% of GDP by the end of the year. Accordingly, the impact of the crisis, together 

with the need for fiscal stimulation of the economy, will continue to exert pressure on the state budget, which will 

cause a further increase in the state debt and a reduction in the National Fund's savings. 

Decline in tax revenues slowed in the third quarter of this year 

In the third quarter, the contraction in economic activity continued to put pressure on tax revenues of the budget, 

which decreased by 9.5% in annual terms. Nevertheless, thanks to the transfer from the National Fund, the total 

state budget revenues in the third quarter were 4.5% higher compared to the third quarter of 2019. Considering 

that in the second quarter the reduction in tax revenues reached 23% yoy, in the third quarter the situation with 

tax collections improved slightly. 

In 9M2020, total budget revenues were up by 11% yoy and exceeded T10.2 trillion. Tax revenues fell by 10.3% 

yoy, or almost T0.7 trillion to T5.8 trillion, which was close to the 9M2018 figure. In 9M2020, the implementation 

of the annual plan for state budget revenues amounted to 72.8% (73.4% in 9M2019), and for tax receipts – 64.1% 

versus 69.8% in 9M2019. 

Fig.1. State budget revenue and taxes 

 

     
Source: MinFin RK, CS MNE 

Fig.2. Taxes in nominal terms 

 
Source: MinFin RK, CS MNE 

The decline in tax revenues, which exceeded 10% yoy in January-September this year, by 76% was caused by a 

drop in tax revenues on international trade due to a decrease in revenues from export duties on oil. However, if at 

the end of the first half of the year the drop in this type of taxes reached -50% yoy, in 9M2020 it “improved” to  

-45% yoy. 

VAT receipts for 9 months decreased by 8% yoy, while in terms of weight, VAT was the second most significant tax 

by the decline, which is associated with a reduction in both external and internal trade operations. Corporate income 

tax revenues decreased by 5% yoy. Note that, according to the Ministry of Finance, in the first half of the year 

compared to the beginning of the year, the number of inactive taxpayers increased by 10.6 thousand, tax receipts 

from large taxpayers also decreased, receipts from banks fell by almost 37% yoy. 
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The monthly dynamics of tax revenues is still unstable, one can note the weakening of the fall in the main taxes – 

CIT, VAT. Personal income tax and social tax receipts, which showed high growth at the beginning of the year, 

began to decline, which is explained by a decrease in the growth rate of nominal wages to 6.9% yoy in 9M2020 

compared to an increase of 13.7% yoy in the first half of the year. 

In addition to positive growth in personal income tax and social tax, excise taxes showed a high growth of 27% 

yoy. However, this fact can hardly be considered unambiguously positive, since their growth is subsequently 

translated into the prices of goods in the consumer market, causing acceleration of inflation. 

Non-tax receipts this year increased by almost 90% yoy, the main growth was associated with the receipt of 

dividends on the state block of shares in the amount of KZT139bn compared to KZT4bn in 9M2019. At the same 

time, the overwhelming part of T120 billion was paid to the government by the national holding Samruk-Kazyna. 

 

Figure 3. Tax receipts 9М2020 

 

Source: MinFin RK, CS MNE 

 

The transfer of the National Fund remains the only stable source of state budget revenues 

Due to a rather significant reduction in tax revenues this year, the National Fund took the main burden of filling the 

budget. From January to September, transfers from the National Fund amounted to T4.1 trillion, which corresponded 

to 40% of the entire budget revenues (28% in 9M2019). In the third quarter of this year, the share of the National 

Fund transfer decreased to 31% in the state budget revenues from 53% in the second quarter. The decrease in the 

use of transfers from the National Fund was more than offset by the growth of borrowings of the Ministry of Finance 

in the domestic and foreign markets: in the third quarter, the Ministry of Finance's liabilities on domestic loans 

increased by T0.8 trillion or 10% qoq, external liabilities increased by half a trillion or 8% qoq. 
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Fig. 4. Budget revenue and transfers 

  

 
 Source: MinFin RK, CS MNE 

Fig. 5. NF transfers and its share in budget revenue 

 
 Source: MinFin RK, CS MNE 

 

State budget expenditures are growing at a faster pace 

This year, against the backdrop of an economic downturn that has been going on for two quarters in a row, the 

state budget expenditures are growing at double-digit rates. In the first quarter, expenditures grew by 11.7% yoy, 

in the second quarter they increased by more than a third, in the third quarter the state budget expenditures 

increased by almost 20% yoy. In 9M2020, state budget expenditures increased by T2.3 trillion, or 23% yoy, to 

T12.1 trillion. In our opinion, sanitary restrictions and lockdowns significantly reduce the effectiveness of increased 

allocations for the economy, which necessitates a more thoughtful approach to spending. In particular, a larger 

increase in health spending could improve the effectiveness of the response to the pandemic, which in turn could 

dampen the downturn and reduce the damage to the economy. 

Considering the increase in both transfers from the National Fund and borrowings, in the third quarter of this year, 

the expenditure part of the state budget was financed by almost 50% not from current income, but from loans 

(26%) and transfers from the National Fund (23%), which indicates a very difficult situation in which the country's 

budget system found itself. In general, for 9 months of this year, only half of all expenditures were financed not 

from the state budget's own revenues, which is significantly higher than the 38% level in 9M2019.       

Fig. 6. GDP dynamics and oil prices      

     
Source: MinFin RK, CS MNE 

Fig. 7. Budget expenditures 

 
Source: MinFin RK, CS MNE 

 

 

 

2137 2242 2283 3027 2162 1765 2201

790
1034 753

493

1179

1964

972

0

800

1600

2400

3200

4000

1Q19 2Q19 3Q19 4Q19 1Q20 2Q20 3Q20

Т
b

n

NF transfers Revenue excl. transfers

27%

32%

25% 

14%

35%

53%

31%

0

400

800

1200

1600

2000

1Q19 2Q19 3Q19 4Q19 1Q20 2Q20 3Q20

Т
 b

n

3.8 4.1 4.3 4.5 2.7

-1.8 -2.8

-40

-10

20

50

80

-3

-1

1

3

5

1Q19 2Q19 3Q19 4Q19 1Q20 2Q20 3Q20

$
/b

b
l.

%
 y

o
y

GDP Brent (rs)

+11.7%
yoy

+36.6%
yoy

+19.4%
yoy

0

1

2

3

4

5

Q1 Q2 Q3 Q4

Т
tn

2019 2020



 

       State budget                November 2020 

 

4 

Figure 8. Spending structure in 9M 2020 and 2019 

 
Source: MinFin RK, CS MNE 

 

State budget deficit widened significantly 

The growth of expenditures in the context of limited funding sources inevitably leads to an increase in the budget 

deficit. However, if the size of the state budget deficit in the first half of the year increased sevenfold compared to 

1H2019, then by the end of 9 months it slightly slowed down its growth, demonstrating a threefold increase 

compared to the same period last year (-T1.9 trillion versus -T0.6 trillion). According to the government's forecast, 

the state budget deficit this year will reach T2.5 trillion, which will be higher than the deficit for the previous two 

years combined. Compared to last year, the deficit will almost double and reach 3.5% of GDP. Due to the presence 

of a safety cushion in the form of the National Fund reserves, which provide 40% of the state budget revenues, the 

size of the deficit can still be kept within acceptable limits (without a transfer from the National Fund, all other 

things being equal, the deficit would easily exceed 10% of GDP). Next year, the situation in the budgetary sphere 

will not improve significantly, since the government's forecast budget deficit for 2020 is 3.4% of GDP. 

 Fig. 9. Quarterly change in budget deficit  

     
Source: MinFin RK, CS MNE 

Fig. 10. Budget deficit 

 
Source: MinFin RK, CS MNE 
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National Fund assets are dwindling 

Tax revenues to the National Fund for the first nine months of this year amounted to T1.2 trillion, which is 46% or 

T1 trillion less than in January-September 2019. There was a decrease in all tax revenues, but the main decrease 

was observed in CIT revenues. 

Against the background of the weakening of the national currency, investment income in the period increased by 

half in annual terms, amounting to T1.2 trillion. In turn, the size of the transfer to the state budget has almost 

doubled compared to last year and exceeded T4 trillion. 

Taking into account investment income, the size of the fund's assets in the third quarter decreased by almost 5% 

to KZT25.7 trillion. The portfolio of foreign currency assets since the beginning of the year has decreased by $4.4 

billion to $57.3 billion. Thus, due to the more significant amounts of funds withdrawn from the National Fund 

compared to receipts, there is a consistent reduction in the National Fund's assets. In particular, in comparison with 

the maximum level of $77 billion reached in 2014, the assets of the National Fund decreased by $20 billion and this 

trend is likely to continue in the near future. 

Fig. 11. National fund revenues (accumulated) Fig. 12. National Fund assets  

 
 

Source: MinFin RK, CS MNE Source: MinFin RK, CS MNE 

 

 

 

 

 

 

 

 

 

 

 

-45.5%
yoy

0

600

1200

1800

2400

3000

J
a
n

F
e
b

M
a
r

A
p

r

M
a
y

J
u

n

J
u

l

A
u

g

S
e
p

O
c
t

N
o

v

D
e
c

Т
b

n

2019 2020

56

57

58

59

60

61

62

23

24

25

26

27

28

29

$
 
b

n

Т
 t

n

Total assets Assets in $ (rs)



 

       State budget                November 2020 

 

6 

© 2020 Halyk Finance, a subsidiary of Halyk Bank. 

For contact details see the information on Halyk Finance website www.halykfinance.kz or contact Halyk Finance office. All rights reserved. This 

document and/or information has been prepared by and, except as otherwise specified herein, is communicated by Halyk Finance. This document is 

for information purposes only. Opinions and views expressed in this document do not necessarily represent the opinions and views held by Halyk 

Finance, or other subsidiaries of Halyk Bank. The differences of opinion stem from different assumptions, sources information, criteria and methodology 

of valuation. Information and opinions expressed herein are subject to change without notice; and neither Halyk Finance, or Halyk Bank, or any of its 
subsidiaries or affiliates are under any obligation to keep them current. This document is not an offer or an invitation to engage in investment activity. 

It cannot be relied upon as a representation that any particular transaction necessarily could have been or can be effected at the stated price. This 

document does not constitute an advertisement or an offer of securities, or related financial instruments. Descriptions of any company or companies 

or their securities or the markets or developments mentioned herein are not intended to be complete. Views and opinions expressed in this document 

cannot substitute for the exercise of own judgment and do not attempt to meet the specific investment objectives, financial situation or particular 

needs of any specific investor. The information and opinions herein have been arrived at based on information obtained from sources believed to be 

reliable and in good faith. Such sources have not been independently verified; information is provided on the basis and no representation or warranty, 

either expressed or implied, is provided in relation to the accuracy, completeness, reliability, merchantability or fitness for a particular purpose of 

such information and opinions, except with respect to information concerning Halyk Finance and its affiliates. The securities described herein may not 
be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all investors 

and trading in these instruments is considered risky. Past performance is not necessarily indicative of future results. Foreign-currency denominated 

securities are subject to fluctuations in exchange rates that could have an adverse effect on the value or the price of, or income derived from, the 

investment. Halyk Finance and its affiliates, directors, representatives, employees, or clients may have or have had interests in issuers described 

herein. Halyk Finance may have or have had long or short positions in any of the securities or other financial instruments mentioned herein at any 

time and may make a purchase and/or sale, or offer to make a purchase and/or sale, of any such securities or other financial instruments at any time, 

as principal or agent. Halyk Finance and its affiliates may act or may have acted as market maker in the securities or other financial instruments 

described herein, or in securities underlying or related to such securities. Employees of Halyk Finance or its affiliates may serve or have served as 

officers or directors of the said companies. Halyk Finance and its affiliates may have or have had a relationship with or have provided investment 

banking, capital markets, advisory, investment management, and/or other financial services to the relevant companies. Halyk Finance relies on 
information barriers to avoid the appearance of conflict of interests within Halyk Finance or in its relations with clients, other issuers, and external 

investors. 

The information herein is not intended for distribution to the public and may not be reproduced, redistributed or published, in whole or in part, for 

any purpose without the written permission of Halyk Finance. Neither Halyk Finance nor any of its affiliates accepts any liability whatsoever for the 

actions of third parties in this respect. This information may not be used to create any financial instruments or products or any indices. Neither Halyk 

Finance, nor its affiliates, nor their directors, representatives, or employees accept any liability for any direct or consequential loss or damage arising 

out of the use of any information herein. 

© 2020, All rights reserved 

 

Research department  E-mail 

Stanislav Chuev Head s.chuyev@halykfinance.kz 

Asan Kurmanbekov Macroeconomics a.kurmanbekov@halykfinance.kz 

Dmitry Sheikin Macroeconomics d.sheikin@halykfinance.kz 

Madina Meterkulova Equity m.meterkulova@halykfinance.kz 

Vladislav Benberin Fixed income v.benberin@halykfinance.kz 

Almas Almaganbetov Equity a.almaganbetov@halykfinance.kz 

   
 
Address: 
Halyk Finance                                                                 
Abay av., 109 «B», 5th fl                              
A05A1B4, Almaty, Kazakhstan 
Contact.   +7 727 357 59 77 
www.halykfinance.kz 

Bloomberg 
HLFN 
Thomson Reuters 
Halyk Finance 
Factset 
Halyk Finance 
Capital IQ 
Halyk Finance 

 

 

 

 

mailto:s.chuyev@halykfinance.kz
http://www.halykfin.kz/

