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How will Kazakhstan’s large retail industry change further?

At the business conference of the 30th Central Asia Fashion International Fashion Exhibition, the Deputy
Chairman of the Board of the Association of Legal Entities “Union of Retail Networks of the Republic of
Kazakhstan”, Elbegi Abdiev, spoke about the extreme reset of large retail in Kazakhstan. The expert assessed the
new realities of large retail and the rules for the formation of a changed retail environment in Kazakhstan, talked
about how to “treat” the payment and logistics collapse in the country and presented a scenario for the
development of large retail in the Kazakhstan market as viewed by the state and business itself.
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Elbegi Abdiev, the Deputy Chairman of the Board of the Association of Legal Entities “Union of Retail Networks of the Republic of Kazakhstan”
Lack of range and private labels

Elbegi Abdiev, the expert at the CAF business conference and Deputy Chairman of the Board of the Association of
Legal Entities “Union of Retail Networks of the Republic of Kazakhstan”, warned about the difficulties and
potential rise in prices for all types of goods last spring. Then the specialist called the change in the exchange
rate, as well as the greater number of costs associated with logistics the main problems. At the autumn session
of the CAF Autumn-2022 business conference, the speaker updated and named new risks.

Thus, according to Elbegi Abdiev, the geopolitical situation, inflation, lack of personnel, reduction of disposable
income, disruption and changes in supply chains are now becoming the main risk factors. In particular, contrary
to expectations and the introduction of a large number of new products from China into the market, the
supposed replacement of products familiar to consumers has not occurred, and therefore there is a price
change. The expert took household chemicals as an example: “Now there is an import of goods from Tiirkiye and
from European countries. It is definitely more expensive in terms of logistics and in terms of cost. As we can see,
prices for some household chemicals have increased by 5 times”.
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Slide from the presentation of Elbegi Abdiev’s speech. The main difficulties in connection with sanction restrictions

Moreover, according to Elbegi Abdiev, global brands have been informing retail chains for several months about
the lack of guarantees for supplies and range.

“It is not profitable for global brands to create production in Kazakhstan and develop it. The only way out for us
today is to buy goods from other markets. All this shall be coordinated with global brands, because they divide
their markets into several clusters: Central Asia, Russia, the Middle East, Africa, Europe, America and others. All of
them closely monitor the flow of goods from one market to another,” the speaker of the CAF business conference
notes.

As a solution to the problem with the range, the expert announced the emergence of private labels (PLs) in retail
chains, however, according to him, the Kazakhstani consumer remains still highly attached to brands, and the
practice of private labels is being adopted and slowly being implemented.

Promo addiction of buyers

At the same time, Elbegi Abdiev, the speaker of the CAF business conference, noted a change in consumer
preferences: “We observe a dual situation. Due to the fact that the product range is decreasing, shortages are
also increasing, and consequently, many suppliers are investing less in developing their brands. And this is the
result of a decrease in promotional goods. At the same time, consumers, on the contrary, show an increase in
demand for promotional goods. The ability of consumers to buy goods today is unfortunately decreasing.
Previously, we observed that consumers simply went to the retail network out of habit, but now they first check
the information on promotions, and then make a choice where to go.”
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Slide from the presentation of Elbegi Abdiev’s speech. Promo addiction has increased significantly in Almaty, Shymkent, Aktobe

During the speech, it was also noted that recently there have been a lot of offers from various aggregators
collecting all information on current discounts on a single resource for the convenience of buyers.

Price forecasts

Speaking of rising prices, the expert at the Central Asia Fashion business conference predicts fairly quick changes:
“We see that the sanction restrictions have affected those goods, the import of which we have is quite high.
These are chemicals, non-food goods, confectionery, alcohol, tea, coffee. These are traditional highly dependent
goods for our country. And their prices are obviously constantly rising today. This is because the elite alcohol, tea
or coffee cannot be replaced by products of local production.

Prices on the shelf are constantly rising due to inflation, changes in the cost of raw materials and exchange rates.
Local goods are also growing due to the fact that they are largely dependent on imports. All this, of course, is
reflected in the cost of food products. | think that Kazakhstanis will feel a new rise in prices in September-October
2022.”
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Slide from the presentation of Elbegi Abdiev’s speech. What is the reason for the constant change in prices?

At the same time, the expert of the CAF business conference in his speech noted the tightening of state
regulation. In particular, the specialist noted that, contrary to the instructions of the president, large businesses
have not yet been compensated for the damage caused during the January events.

“We, as an association, proposed amendments to the tax code using which it was possible to compensate for this
damage through taxes. All these amendments were agreed upon by the Presidential Administration, the Office of
the Prime Minister, but literally on the last day of the work of the working group, our amendments were
withdrawn on behalf of the Office of the Prime Minister. As a result, they promised to return to this issue later, in
September. We are waiting, but at the same time, we consider this to be the main problem of this situation: in
fact, the retail chains were looted in January. They were restored mostly on their own. And then the state bodies
said: “According to all applicable rules, you now need to pay VAT on the goods and the amount that you were
robbed.”
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Elbegi Abdiev, the Deputy Chairman of the Board of the Association of Legal Entities “Union of Retail Networks of the Republic of Kazakhstan”
and Milena Ershova, General Producer, Head of the business conference of the Central Asia Fashion International Fashion Exhibition

What does it take to develop retail?

Elbegi Abdiev, the speaker of the CAF business conference, sees only one solution to support and develop retail:
“Development of modern formats, inclusion of trade in the list for the implementation of investment projects. We
see that the only way out for the development of small and medium enterprises, domestic production is
additional regulation of their activities. Now, for example, there is a moratorium on state inspections for SMEs.
The issue of extending this moratorium is being considered.”
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Slide from the presentation of Elbegi Abdiev’s speech. What should retail focus on?

“In our opinion, large retail chains, including fashion retail, will be able to develop further in the current situation,
but food retail will not be up to development at all. Now there are a huge number of retail chains in the west and
north of the country, but globally we see that in terms of the number of stores, only two retail chains are
developing in fact. From the point of view of fashion retail, we believe that the growth of business facilities will
proceed and depend primarily on the development of shopping centres in Kazakhstan as a whole. This movement
towards civilised trade is gaining momentum more and more in all cities and regions of Kazakhstan", the expert
of the CAF business conference summed up.



When using the release data, it is obligatory to indicate the source: Business conference of the Central Asia
Fashion International Fashion Exhibition. When using photos, an indication is required: press service of Central
Asia Fashion

All exclusive rights to the Materials belong to the organisers of the CAF international fashion exhibition —
CATEXPO LLP.

All rights to photographs are protected by Kazakhstani and international legislation on copyright and related
rights.




