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Inflation in October accelerated expectedly

Inflation in October accelerated to 0.6% mom from 0.3% mom in the previous month. On an annualized basis, the
price increase rose to 7.1% from the September level of 7%. The inflation rate in October was in line with the
numbers of a year ago and indicated a continuation of the trend of deceleration in price growth, which had emerged
from the second half of this year. The problems in the economy, accompanied by an increased level of unemployment
and a decline in retail sales, as well as measures to curb price increases by government bodies, seriously limit the
potential for accelerating inflation this year. We keep our inflation forecast for the end of this year at 7.3% yoy.

According to the Statistics Committee, inflation in October amounted to 0.6% mom (7.1% in annual terms). Taking

into account the seasonal adjustment (sa), according to our estimates, inflation amounted to 0.5% mom (0.4% mom
in the previous month).

Consumer inflation, sa

2.0
1.5
1.0
0.5
£0.0
-0.5
-1.0
-1.5

20 = - - A O O O O - - - O O T O O — I — N — I — T — I —

TTTITT_‘TTTTTT‘T“T“T“E‘T“T‘_‘T’W’T“T‘

EPREFERIEE38 23388

CPI Food e | o0 -Fi00d —— S ErVicEs

Source: CF MNE, Halyvlk Finanoe

Food prices in October increased by 0.8% mom (+0.7% mom sa), providing a 0.3pp contribution to inflation, which
was facilitated by the rise in prices for individual products, which was partially offset by seasonal declines in prices
for fruits and vegetables. Prices for eggs (+10.3% mom), sugar (+7.1% mom), cereals (+1.2% mom), oils and fats

(+3.1% mom), bakery and cereals (+0.6% mom). Decreased prices for fruits and vegetables (-0.7% mom), rice
(-0.2% mom), poultry (-0.1% mom).

Non-food prices rose 0.6% mom (+0.3% mom sa), contributing 0.2pp to inflation. There was an increase in the cost
of clothing and footwear (+0.6% mom), household items (+0.7% mom), detergents and cleaning products (+.7%
mom), medicines (+0.8% mom). The cost of diesel fuel has decreased (-0.1% m / m).

In the service sector, tariffs grew by 0.4% mom (+0.5% mom sa), contributing to the rise in prices by 0.1pp. The
tariffs for housing and communal services (+0.8% mom), education (+0.5% mom), services of restaurants and
hotels (+0.5% mom) increased. A decrease in tariffs was noted for transport services.
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Consumer goods and services inflation, %

October 2020

October 2019

I
Type of good or service mom momsa ytd yoy ; ytd yoy
1
All goods and services 0.6 0.5 5.5 7.1 1 3.9 5.2
Food products 0.8 0.7 8.3 10,70 ' 192 7.9
Bakery and cereals 0.6 0.5 8.9 12.0 : 12.8 14.0
Meat 0.4 0.2 8.3 9.5 | 1120 13.8
Fruits and vegetables -0.7 0.4 5.7 13.001 -0.5 7.6
Milk products 0.9 0.5 7.3 9.1 | 147 6.1
Oils, fats 3.1 2.0 10.7 I ' 3.9 6.2
Non-food products 0.6 0.3 4.5 5.6 : 3.8 5.9
Clothes and footwear 0.6 0.3 3.6 5.0 | 5.3 7.0
Household appliances 0.9 0.8 6.4 7.5 | 5.1 7.0
Gasoline 0.0 -0.5 2.6 25 | t-a5 -4.6
Diesel 0.1 -1.3 -3.3 -1.5 : 0.7 7.2
Services 0.4 0.5 3.0 3.7 , i-0.1 1.3
House maintenance, utilities 0.8 0.5 2.1 3.2 1 -3.7 -3.8
Rest, leisure, culture 0.3 0.4 2.0 2.5 I 6.1 7.9
Education 0.5 0.6 2.7 38 | #17 1.9
Health care 0.5 0.6 6.3 7.1 : 5.7 7.3
Transportation -0.1 0.1 3.9 46 0.8 2.6
Telecom services 0.1 -0.1 2.4 2.5 1 1.0 1.4

The table contains the main components of CPI

Source: CS MNE, Halyk Finance

Our opinion

Inflation in October accelerated noticeably to 0.6% mom from 0.3% mom in the previous month, which is in line with
the change noted in October 2019, and indicates the effect of the seasonal factor. Food products showed similar
growth rates to 0.8% mom (0% mom in the previous month), compared to 0.9% mom (0.1% mom in the previous
month) in October 2019. Thus, the behavior of consumer prices in the current year does not yet indicate a serious
change in dynamics in any direction in comparison with the same period last year.

Problems in the economy, accompanied by an increase in unemployment, a decline in retail sales, as well as measures
to curb price increases by government agencies seriously limit the potential for inflation in the current year. The
weakening of the tenge against the dollar in October by 1.3% was mitigated by the strengthening of the tenge against
the ruble by 1.1%. Against the background of the gradual realization of deferred demand and the likely continuation
of the weakening of the tenge, we expect a consistent acceleration in price growth until the end of this year. Inflation
dynamics are in line with our expectations. We keep our inflation forecast for the end of this year at 7.3% yoy.




HALYK

RESEARCH October 2020 inflation

© 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 Equity v.benberin@halykfinance.kz

Address: Bloomberg

Halyk Finance HLFN

Abay av., 109 «B», 5th fl Thomson Reuters

AO5A1B4, Almaty, Kazakhstan Halyk Finance

Contact. +7 727 357 59 77 Factset

www.halykfinance.kz Halyk Finance

Capital IQ

Halyk Finance



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

