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DYNAMICS OF THE POPULATION SAVINGS IN KAZAKHSTAN

Abstract. The paper investigates dynamics of population savings and factors affecting it. Dynamics of
population savings were measured by individuals® savings. As potential factors average salary, exchange rate and
interest rate for both tenge deposits and deposits in foreign currency were taken. With significant factors identified,
respective regression model was developed. It was justified the relationship between total individuals® deposits and
average trimmed salary, total individuals® deposits and currency rate. Structural analysis and analysis of dynamics
were used to compare the changes in components of total deposits. The results show a positive trend in individuals’
deposits in tenge rather than in USD. For research purpose statistical data for 2010-2017 years was used. Moreover,
effect of entering Kazakhstan Deposit Insurance Fund on the size of deposits was studied. Among research results
unexpected one was that interest rate for deposits and deposits size are not interrelated. Deposits are considered as
one of the sources for investments into economy. Therefore, some predictions on deposit size for coming years are
done. Conclusion summarizes main research results.

Keywords: population savings, individuals® savings, deposits, deposit insurance, Kazakhstan Deposit Insurance
Fund.

Introduction. The issue of increasing population’s savings is one of the significant research
problems. There are several studies made by different scientists. Some recent ones among them are [1, 2].
This paper differs from them by investigating factors affecting population’s savings via regression
analysis.

There are many researches on effects of deposit insurance, mainly investigating whether it promote
banking industry stability or moral hazard [3,4]

Jameaba [5] analyzed the effects of the establishment of the Indonesia Deposit Insurance Corporation
(IDIC) and found a shift in the composition of bank deposits from time deposits and demand deposits to
savings deposits. Since Kazakhstan entered KDIF as well, paper raises a question about effects of it on
deposits.

Concerning the case of Kazakhstan, in recent years, especially since global financial crisis, when
almost every country’s economy collapsed, the fact that deposit insurance plays a crucial role in
maintaining financial stability and promoting safe banking system has been recognized.

Since the early 90°s more than 113 countries have adopted an explicit deposit insurance system [6].
The Republic of Kazakhstan was not an exception and KDIF (Kazakhstan Deposit Insurance Fund) was
established in 15 November, 1999 back then called “Incorporation of ZAO “Kazakhstan Individuals
Deposit Guarantee (Insurance) Fund”.

Types of bank deposit accounts are current deposit accounts, savings account, and time deposit
accounts. Deposit Insurance is protection provided usually by a government agency to depositors against
risk of loss arising from failure of a bank or other depository institution. Deposit insurance is mandatory in
Kazakhstan, and pays claims from a pool of funds to which every depository institution regularly
contributes. However, it covers only a fixed maximum amount per account holder.

Kazakhstan Deposit Insurance Fund (KDIF) was established with a view to building confidence in the
Kazakhstani banking system as a framework of protection of bank deposits of general public. This issue
became critical for the Republic of Kazakhstan after the financial crisis of 1998 burst in Russian
Federation [7]. KDIF is a non-profit organization. National (Central) Bank of the Republic of Kazakhstan
is the founding institution and the sole sharcholder of KDIF.
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The basic objective of deposit insurance system is to maintain stability of financial system, including
via maintaining public confidence in Kazakhstani banking sector via establishing the framework to
reimburse bank depositors in the event of a Deposit Insurance System (DIS) member bank failure.

During 18 years of work, several changes happened in rules of KDIF, which consequently affected
the dynamics of deposits in banks of Kazakhstan. The main purpose of this paper is to explain the work of
deposit insurance system in the Republic of Kazakhstan, analyze the changes in the number of savings in
frequent years using the models to determine the factors which affect savings decisions of individuals and
non-banking legal entities and come to the suggestive conclusions.

Methodology and data. In this paper, as population’s savings, deposits are taken for following
reasons: no access to statistics of investments volume; existence of non-registered savings (for example,
people tend to keep their savings under bed, it was common back then and still exists, especially amongst
elder generation); big range of possible savings placements which does not allow to cover them all.

Research results are derived using the software MS Excel. To find the relationships between deposits’
size and affecting factors such as salary, interest rate and exchange rate scatter diagrams were plotted and
further multiple regression analysis was implemented with construction of respective regression model.
Comparative analysis between indicators for 2010-2017 was done. Since the main theme is dynamics of
individuals’ deposits, as for dependent variable total volume of individuals’ deposits in measurement of
million tenge was taken for each segment of analysis. As independent variables were taken average
trimmed salary of individuals” (in tenge), average policy of exchange rate (dollar to tenge), annual interest
rate (in %) for deposits. To find the tendency of changes over time linear, exponential and polynomial
lines were used as a tool for visual interpretation. Structural analysis was used to compare the changes in
components of total deposits. For analysis 2010-2017 years™ statistics was used. As for KDIF and
deposits’ relationships analysis, dummy variables as an alternative for existence/non-existence were taken.

Research Results. According to the Law of the Republic of Kazakhstan “Regarding amendments and
additions to several legislative acts of Kazakhstan on strengthening protection of property rights,
providing guarantees for protecting contractual obligations and toughening liability for their violation”,
the deposit insurance coverage limit applied to deposits in national currency increased from 5 million to
10 million tenge. The coverage limit for deposits in foreign currency was retained on the same level of 5
million tenge.

The deposit insurance coverage limit extended to any bank deposit or bank account of a single
depositor in any single bank shall comprise:

For deposits and bank accounts in tenge: 10 million tenge;

For deposits and bank accounts in any foreign currency: 5 million tenge (in equivalent, at the
exchange rate as of the date of enactment of the court resolution governing forced liquidation of deposit
insurance system member bank).

Table 1 - Structure of total individuals deposits

Individuals Deposits, end of period, min. KZ T
TEIAITE i TELS including individuals including individuals time
demand deposits and . .
deposits deposits
current accounts
national foreign ; foreign national ;
national foreign
Year Total currency currency currency (ID) currency currency currency (ITD)
(DDCA) (DDCA) Y (ID) (ITD) Y
2009 1717478 163 369 67 760 2332 1512 542 825 939 681
2010 2 075 849 210 333 61 885 3414 1029 851293 947 896
2011 2488 131 262 597 52 626 73801 1114 1157829 1006 163
2012 3 056 481 332 466 61907 7260 5533 1449 339 1199 978
2013 3663105 378 141 64 926 16 561 6041 1739 245 1458190
2014 4292262 384 646 91 950 23401 7857 1503 762 2280 645
2015 5033513 345903 135129 11841 20135 1027059 3493 446
2016 7233730 433710 198 181 7412 18 735 1745 814 4829 878
2017 7895994 536 324 196 009 6 764 16111 2 896 707 4244077

Source: [8-11]

— 34 ——
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Two following pie-charts describe components of deposits by type visually. To distinguish changes
over time, data from 2009 and 2017 are compared (Figures 1 and 2).
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Figure 1 - Structure of deposits of individuals in 2017
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Figure 2 - Structure of deposits of individuals in 2017

From pie-chart, it can be seen that in both 2009 and 2017 individual time deposits (ITD) in both
foreign and national currency took lion’s share: 87% and 91% respectively. Demand deposits (DDCA)
were less popular: 13% in 2009 and 9% in 2017 (including deposits in both currencies). Other types of
individuals” deposits (ID) were least popular: 2% in 2009 and 0% in 2017. It can be concluded that time
deposits are becoming more popular, replacing other deposits.

Deposits in foreign currency were more in volume rather than in national currency. In 2009, 59% of
deposits” size was in foreign currency, whereas 56% was an indicator for 2017. However, it can be
concluded that savings in national tenge are slowly becoming more demanded.

The following graphs illustrate overall dynamics of deposits of individuals in Kazakhstan by its type
in 2009-2017 (Figure 3).
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Figure 3 - Dynamics of individuals’ deposits in Kazakhstan by type in 2009-2017

According to the information from the official internet resource of NBRK, as for individual’s savings,
there’s been a continuous increase over time. The number of deposits grew moderately in a period from
2009 until 20135, varying with the difference from year to year. Sharp increase was from 2015 to 2016.
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Figure 4 - Trend in dynamics of individuals’ savings

As seen from Figure 4, the dynamics of individuals’ savings are better explained with exponential
curve rather straight line. R? value of 0.9927 is an evidence of good fit. Whenever x increases by 1, the
estimate from an exponential curve increases by the same percentage. As a result, we’ll find that the
estimate of deposit’s growth rate is 21.32%.

According to the historical tendency of growth, estimated total for 2018 is 9 66/ 434.89 mln tenge
and for 2019 is /7 721 288.09 mln tenge. Overall, deposits are tended to rise from year to year. However,
although exponential growth was used for deposits since in a total it tended only to grow over time, it’s
better to remember that exponential growth cannot last forever and further linear relationships might be
better fit.

Are volume of deposits and average salary of individuals interrelated?

Major part of individual’s income comes from their salary. Therefore, there is a point to say, that
deposits” dynamics strongly related to average salary. As for salary indicator, we trimmed the highest and
the lowest values, and then got average salary. Total individuals deposits averaged in a year and average
trimmed salary are given in Table 2.
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Table 2 - Total individuals deposits and average trimmed salary

Total individuals deposits (mln tenge) Average trimmed salary (tenge)
1 2010 2075849 77609.95
2 2011 2488131 89800.54
3 2012 3056481 101304
4 2013 3663105 107898
5 2014 4292262 119374
6 2015 5033513 124138.2
7 2016 7233730 141417.1
8 2017 7895994 144070.6
At first, let us draw a scatterplot for the data above (Figure 5).
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Figure 5 - Scatterplot of total individuals’ deposits and average trimmed salary

From Figure 5 one can see obvious relationship between total individuals™ deposits and average
trimmed salary. Since total individuals® deposits shows strong dependence on average trimmed salary, let
us investigate changes in salary over time. Tendency of changes in salary over time is straight line upward
trend. So, we can use trend equation to predict salary in coming vear.

Exchange rate and deposits

Now, let us study other factors affecting deposits in Kazakhstan. Since one of the main factors in
people’s decision-making is currency rate of US dollar to tenge, consider whether people tend to save
more with increase in currency rate or not. Respective scatterplot is shown in Figure 6.

9000000
8000000
7000000
6000000
5000000
4000000
3000000
2000000
1000000

0

L e 2\

0 100 200

300 400

Figure 6 - Scatterplot of total average individuals® deposits and currency rate (tenge per 1 USD)
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For the prediction purpose we can determine a trend equation for currency rate. However, even
historical evidences prove that there is a tendency in changes of interest rate, in a reality it is not so
common, because lots of external and internal factors/events may affect exchange rate so, that it may
change sharply and unexpectedly. For example, in 2015 as a result of decrease in a price of oil, tenge was
released into free floating; consequently it depreciated from 179 to 222 tenge per dollar. This kind of
changes cannot be precisely predicted. Thus, it is better to remember that estimations on future exchange
rate sometimes might be of little use.

Interest rate and deposits

As is known, higher (lower) interest rates should provide higher (lower) demand for deposits.
However, in practice, there is no enough strong relations for estimation. Since all data below was for
individuals, whereas volume of deposits include both individuals and non-banking entities, it is fair to use
non-banking entities” deposits now. For savings in national currency, historically situation was as follows
in Table 3.

Table 3 - Deposits of non-banking legal entities and their annual interest rate

Years Deposits of non-banking legal [ Interest rate, % (for Deposits of non-banking Interest rate, % (for

entities (tenge) tenge deposits) legal entities (in foreign deposits in foreign
currency) currency )

2010 3361736 35 1777908 1.9

2011 4079784 3 1589773 0.6

2012 4318377 2.8 1618494 2.1

2013 4232794 3 1959158 24

2014 4281506 4.8 3102694 1.8

2015 3871123 11.1 3935523 24

2016 4699694 293 5225517 25

2017 5538119 104 4330039 1.8

The next scatter diagrams show that there is no relationship neither between deposits of non-banking
legal entities in tenge and annual interest rate for tenge deposits (Figure 7) nor between deposits of non-
banking legal entities in foreign currency and annual interest rate for deposits in foreign currency (Figure 8).
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Figure 7 - Scatterplot between deposits of non-banking legal entities in tenge and Interest Rate
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Figure 8 - Scatterplot between deposits of non-banking legal entities in foreign currency and Interest Rate

We can conclude interest rate had no effect on volume of deposits during 2010-2017.

KDIF and deposits

Since KDIF provides insurance for deposits, there is a point to say that after establishment of such
service trust of nation for banks” safety increased. Compare dynamics of deposits before and after KDIF
(Table 4).

Table 4 - Dynamics of individuals’ deposits before and after KDIF

KDIF Volume of individuals’ deposits Growth rate
existence
1998 no 31039
1999 no 39701 27.91%
2000 yes 72128 81.68%
2001 yes 141810 96.61%
2002 yes 219836 55.02%

Since KDIF was established at the end of 1999, we’ve decided to define it as ‘did not exist” for this
year for more accurate outcome. As a result, we can notice sharp increase after KDIF establishment.
Before KDIF growth was only 27.91%, whereas after KDIF it was 81.68%, 96.61%, 55.02% in 2000,
2001 and 2002 correspondingly. Overall, we can say, that volume of deposits rose once KDIF was
established.

Factors affecting deposits’ size
If we combine all significant factors which were identified above, multiple regression model can be
developed and it is as follows:

Predicted deposits = -3631848+47.5914*(Average salary)+13035.32(Average exchange rate) (1)
R*=0.9888
S.E=268254.

According to p-value, we can say, that both independent variables are useful (p-value for salary is
0.0037, for exchange rate 0.0046).

Therefore, predicted value for volume of deposits in 2018 is 9 444 867 min kzt and in 2019 is 11 085
376 min kzt.

Conclusion

From the research one can conclude the following:

1. Time deposits have been the most popular. Deposits in foreign currency are still dominant in the
market, but deposits in tenge slowly becoming stronger and demanded.
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2. Despite of market conditions, deposits’ volume tend to only grow over previous 10 years with an
estimate growth rate of 21.32%.

3. Average salary and volume of deposits are interrelated. Growth in salaries of individuals causes
willingness of individuals to save more.

4. Currency rate and volume of deposits are also interrelated. Historically, several depreciations
happened in value of tenge. However, it influenced positively the growth of population’s savings.

5. Establishment of KDIF definitely influenced on growth positively, increasing trust of individuals
for banking system of Kazakhstan.

6. During research was found out surprisingly that interest rate of banks attracted deposits and
deposits by itself are not interrelated. Changes in interest rate do not influence volume of deposits.

7. In conclusion, overall estimation for 2018 deposits based on several facts, vary from 9295211 .88
to 10127057.64, whereas for 2019 it is between 11085376 and 12417227 .64.
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LI Txymamiosa', B.JK. AraGaii’

"MesKTy HApOTHBILH YHHBEPCHTET HE(OPMAIMOHHBIX TEXHOTOTHI, AMatel, Kazaxcran;
* AIMATHHCKHH YHHBEPCHTET SHEPTETHKH H CB3H, Amvarsl, Kaszaxcran

JTAHAMHUKA CBEPEKEHUA HACEJEHHSA B KA3BAXCTAHE

AnHotanmust. B craThe ncciaeayeTcs TMHAMAKA COCPEKCHAN HACSIICHHUS, 4 TAKKE (PAKTOPHI, BISIONINE HA HUX.
Juramuka COCPCKCHUH HACCACHHSA H3MCPAIACh COCPCKCHHAMH (DH3HMUCCKUX JHI. B KaueCTBC MOTCHIIHATHHBIX
(hakTOpOB OBLIA TIPHHSITA CPEAHSS 3apIUIaTa, OOMECHHBIH KYPC M MPOLEHTHAS CTABKA KaK IO JCTO3UTAaM B TCHIE, TaK
H TIO ACTIO3UTAM B HHOCTPAHHOH BAMFOTC. [IpH BRIABICHHBIX 3HAYHMBIX (DaKTOpax ObLIa pa3paboTaHa COOTBETCTBYEO-
Iast pEeTPECCHOHHAS MOJAEb. BhUTO MOATBEP)KACHO COOTHONICHUE MEKIY ACTO3ZHTAMH (DHM3HUCCKUX JIAI U CPEAHEH
Vpe3aHHOHM 3apIUiaToii, Aemo3uTaMu (M3MUCCKHX JHI] M KypcoM BamiOT. B memsix CpaBHCHUS HM3MCHCHHUH
KOMITOHCHTOB BCEX [CIO3MTOB OBLIM NPHMCHEHBI CTPYKTYPHBIM aHANH3 W aHAIM3 JMHAMHKH. Pe3ynbTarsl
MOKA3bIBAIOT TOJOKUTCIBHYI0 AUHAMHUKY ACMO3HUTOB (PM3MYECKHX JIMI B TeHre, Hexenn B mommapax CIHA. s
Heneif nceneJ0BaHM UCTIONB30BAINCh CTaTHCTHIECKHE AaHHbIC HA 2010-2017 roxer. Kpome Toro, mayuancs sgpderr
HeApeHns Kazaxcranckoro oHIa CTPaxoBaHUS BKJIAJOB Ha 00BEM AeTO3UTOB. Cpeau pe3yIbTaToOB HCCICIOBAHMUS
HCOXHIAHHBIM OBLIO TO, YTO MPOLCHTHAA CTABKA IO ACTO3UTAM H 00BEM JACHO3UTOB HC B3aUMOCBA3AHBI. Z[GHOSI/ITI)I

— J) ——
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CUHTAKTCA OOJHHM H3 HUCTOYHHKOB I/IHBGCTI/II.[I/II\/’I B 3KOHOMHKY. HOC-)TOMy ObLIH CACTIAaHBI HCKOTOPBIC MPOTHO3EI 110
00BbEMY ICTIOZHTOB HA OMIHKANHIINE TOIBL. 3AKIOUYCHHE 0000MIaeT OCHOBHBIC PE3YIbTATHI HCCIICAOBAHMI.

Kirouerbie cjioBa: COSPOKCHHUA HACCCHUS, COCPEKCHIS (DH3MUCCKUX JTHII, ACTIO3HTHI, CTPAXOBAHHUC BKJIAIOB,
Kazaxcranckuii ()oHI CTPaxXoBaHHS BKIAI0B

LI Txymamiosa', B.JK. AraGaii’

"XambIkapabIk AKMAPATTHIK TEXHOIOTHAIAP YHHBEPCHTETi, Amvarsr, KasakcTan
* ATIMATBI SHEPTETHKA JKOHE GaiIAHKIC yHUBEPCHTETi, ATMaThl, Kasakctan

KA3AKCTAHJIAFEI XAJTBIKTEIH )KHHAKTAPEIHBIH JHHAMHAKA CEI

AnHOTaNmsE. Makanana XaJbIKThIH )KHHAKTAPBIHBIH JHHAMHUKACHL, COHIAM-aK OJapFa BIKIAT CTCTiH (haxTopiap
KapacThIPBIIAABL. XANBIKTBIH KHHAKTAY TUHAMHKACHI )KCKE TYJIFAJAPIbIH KHHAK aKIMACBIMCH eyucHai. TeHremeri
Jie, IIETET BAIFOTACHIHAAFHI Ja JACTO3UTTEDP OOMBIHINA BIKTUMAN (DAKTOPIAPhl PETIHIEC OpTAIIA >KANAKbl, albIpOac
OaraMbl MCH TAHBI3ABIK MOICPICME KAOBUIIAHIBI. BeATiICHTCH MAHBI3ABI (DAKTOPIAPMCH THICTI PETPECCHIIBIK
Momeap o3ipmeHai. JKeke TYIFaNIApablH JCHO3HTITEPI MCH OPTAIIA AHJBIK JKAJAKBIHBIH, JKCKC TYJFAIAPIBIH
JCTIO3HTTCPI MCH aWbIpOac OaraMIAPBIHBIH APACBHIHIAFHI APAKATHIHAC PACTAIIbl. bapiblk ACTO3WTTCP Kypamaac
OeMiKTepIHACTI ©3TePIiCTePAl CANBICTHIPY YIIIH KYPBUTBIMABIK TAIIAy KOHC AMHAMHUKATBIK TANAAY KOJTAHBLIIBL
Hormxenep AKII mommapsiMeH eMeC, TEHIEACT] JKeKe TYIIFAIAPAbIH CATbIMIAPBIHBIH 6CY THHAMUKACHIH KOPCETTI.
3eprrey Makcarsiaaa 2010-2017 >xpurmapra apHAIFaH CTATUCTHUKANBIK JEpeKTep MavjamaHelinsl. bymaH 6acka,
KA3aKCTAHABIK JACTIO3HTTCPIC KCMUITIK OCPY KOPBIH CHTI3YIHIH ACTIO3HTTCPHIH KOJICMIHC 9CEpi 3CPTTCIAL. 3epTTCY
HOTIDKEJICPi OOMBIHINA MCTIO3HTTEP CHIHAKBI MOIIICPICMEC] KOHC ACTIOZHTTCPAIH KoIeMi e3apa OaHIaHBICTHI EMEC
00BIN MBIKTHL. JIeMO3UTTEp IKOHOMHKAAAFHI HHBECTHIMS KO3AepiHiH Oipi Oombm caHanaasl. CoraH opaw, >KaKbIH
fonamakTa ACTO3UTTEPAIH KeJeMi OOHBIHIIAG KeHOip OOmKaMaap skacaiibl. 3epTTEYiH HETI3rl HOTHXKEIEPl KOPbI-
TBHIHABI O6TIMIHIC OasTHIATFAH.

Tyiiin ce3mep: XalbIKTBIH JKHHAK AKMIACHL, JKCKEC TYIFATAPABIH SKHHAKTAPBHL ACHOHUTTCP, CATIBIMAAPABI
CaKTaHIBIPY, KA3aKCTAHIBIK ACTIOSHTTCPIC KSHLTIIK OCpy KOPHI
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