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Interpretation of results

According to the results of August 2022, the 
dynamics of the Real Monetary Conditions Index 
(RMCI) signal the preservation of stimulating 
conditions in the economy, contributing to the 
growth of aggregate demand and business 
activity.

This, for the most part, 

. There was a reduction in the previously 
observed record negative gap by more than 3 times 
by the real effective exchange rate of the tenge in 
August, this is due to the 

. At the same time, the current gap 
in the real effective exchange rate of tenge still has a 
stimulating effect on trade activity in the country.

is facilitated by an even 
greater transition of the real interest rate to the 
negative zone (-2.26% at the end of August against 
-1.91% in July)

tenge strengthening 
against the ruble and the euro in nominal terms, as 
well as an increase in the inflation rate in the 
European Union
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Dynamics of Monetary Conditions Index
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Restraining monetary conditions

Stimulating monetary conditions

real interest rate gap REER gap monetary conditions index

1From an analytical point of view, not the absolute value of RMCI itself is important, but its dynamics. When the Index is in a negative zone, we can talk about a 
period stimulating monetary conditions, in a positive one – about a restraining one. If the RMCI value ranges from -1 to 1, we regard this as neutral monetary 
conditions.

general monetary conditions

impact of the real interest rate

 impact of exchange rate

Stimulating monetary conditions neutral monetary conditions

Restraining monetary conditions



Interpretation of results

The negative gap in the real effective exchange rate 
of tenge contributes to maintaining favourable 
conditions for export-oriented domestic producers. 
On the other hand, the relatively weak tenge is the 
reason for the hike in imported goods, which occupy 
a significant share in the structure of total 
consumption, thereby contributing to the 
strengthening of inflationary pressure in the 
economy. Further price increases, all other things 
being equal, will widen the gap in the real interest 
rate. Accordingly, the current revenue from export 
activities has a stronger stimulating effect on the 
subsequent growth of money supply and aggregate 
demand in the economy.



Also, the negative gap in the real interest rate 
contributes to the relative cheapness of borrowed 
funds, which supports a high level of unproductive 
lending and the corresponding excess demand in 
the economy. Despite the hikes in the country, such 
a credit incentive does not allow consumption to 
reduce due to the adjustment of the economy to 
external price shocks. Thus, the current inflationary 
conditions and a lower premium to the base rate 
create prerequisites for an increase in demand for 
lending resources and force banks to increase, first 
of all, high-yield retail lending to maintain their 
marginality.

As a result of the interaction of these two factors, 
stimulating monetary conditions contributing to 
maintaining high inflationary pressure are formed. 
At the same time, it is necessary to take into account 
the strong imbalances in the structure of the 
economy of Kazakhstan, and such monetary 
conditions reinforce the existing structural issues to 
a greater extent than they lead to growth.
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Calculation methodology

Real Monetary Condition Index (RMCI) 
assess and analyze the monetary policy conditions 
and subsequent monetary decision-making

is used to 

. The 
real interest rate (the difference between TONIA and 
the actual level of price growth) and the real 
effective exchange rate of tenge (REER) are used in 
the calculation to assess monetary conditions.

Two types of rates can reinforce or compensate each 
other, the simultaneous increase in the interest rate 
and the exchange rate tightens monetary 
conditions. On the other hand, if an increase in the 
interest rate is accompanied by a depreciation of the 
tenge, then the monetary conditions will either 
remain unchanged or go into stimulating ones.

In the case of Kazakhstan, which is characterized as a 
small open economy with low diversification and a 
weak interest rate channel, the ratio (1:3) most often 
used in calculating RMCI is not suitable, so we 
considered that the ratio of 1:1 would be optimal. 



The equilibrium values of the real interest rate and 
the real effective exchange rate were determined 
using the Hodrick-Prescott filter.

Индекс монетарных условий рассчитывается по формуле:

where, Rt− R* - is real interest rate gap


et− e* - is real effective exchange rate gap


Өr− "is weight reflecting the effect of the interest rate on aggregate demand"


Өe− "is weight reflecting the effect of the exchange rate on aggregate demand"


ӨR + Өe= 1

 The weighting coefficients reflect the effect of changes in the interest rate and the exchange rate on aggregate 

demand. According to international practice, their ratio is selected depending on the specifics and development 

of the economy. In developed countries, a 1:3 (Өe=0.25, ӨR=0.75) ratio of weights is usually used, this reflects the 

high development of financial markets, a strong interest rate channel of the monetary policy transmission 

mechanism and the ability to absorb external shocks through the exchange rate easily.

 And in developing countries, the ratio can vary from 1:1 to 1:4 ( Өe=0.2., ӨR =0.8 ) and is selected by each country 

separately. 

Монетарные условия. Август 2022 4

     Monetary Conditions Index



© 2022 год, все права защищены. 

Auhor: Aizhan Alibekova (А.alibekova2@jusan.kz)

Disclaimer:



Jusan Analytics is an analytical structural division of "Jusan Bank" JSC.

This work is for informational purposes only and is not an offer or attempt to provide report, 
business, financial, investment, legal, tax or other professional advice or services by Jusan Analytics. 
The publication is based on information that we consider reliable and obtained from dependable 
open sources, but we do not confirm that all the information provided is absolutely accurate.



We are not responsible for the readers' use of the information that is contained in the work to make 
his independent financial decisions.  "Jusan Bank" JSC represented by the  Jusan Analytics team 
does not undertake to regularly update the information contained in the publication or correct 
possible inaccuracies. At the same time, the information in the work is not exhaustive and may be 
changed at any time without prior notice.



The information published in the work is available for personal use, but is not intended for 
commercial distribution and cannot be reproduced, transmitted or published, in its entirety or in 
sections, without the prior written permission of Jusan Analytics.

For issues on the use of the material, 


contact Jusan Analytics:





6th floor, block B, building 36, Al-Farabi avenue, 


A25D5F7, Almaty city, the Republic of Kazakhstan.


analytics@jusan.kz




