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Macro Update: Kazakhstan and Uzbekistan - two emerging neighbors

❖ The rating outlook for Uzbekistan’s government bond was as well reaffirmed by 

Moody’s at B1 with a stable outlook. The country has a robust growth and a 

young working age population. The government debt was kept at relatively low 

levels and was financed at low costs. To absorb economic turbulences the 

government holds a sizable amount of foreign reserves.

❖ Differently to its neighbor, the institutional framework of Uzbekistan is weaker 

and must still be improved The main export products are gold, natural gas, 

cotton and copper. Geographically favorable location in the heart of central 

Asia makes the country together with its young working population an 

interesting spot for foreign investors.

❖ In the US Q3 GDP was revised up to 2.1% from 1.9%. However, the main driver 

was the build up of warehoused goods. This was negatively commented. 

Nevertheless, forward looking indicators like the latest flash PMI data or the 

chip sectors outlook still point to a moderate acceleration of US growth in 

2020.

Government Debt to GDP Ratio of Kazakhstan and Uzbekistan

GDP development of Kazakhstan and Uzbekistan❖ Kazakhstan: In July 2018 the Astana International Financial Center (AIFC) 

opened with the goal to become a hub for financial services in Central Asia. In 

2019 Blackfort Capital was the first foreign asset manager who received a local 

license, opening its local presence.

❖ The country is on a solid growth path of around 4%. Recently the government 

has issued international bonds in US dollars. It is important to notice that it 

happened without increasing the debt to GDP ratio, which stayed at 21%.

❖ Its neighbor Uzbekistan has opened up to international investors as well. With 

an expected GDP growth of above 5% for 2020 and a constant debt to GDP ratio 

of around 25% we consider both countries and its companies as interesting 

additional places to deploy money.

❖ Recently Moody's has reaffirmed the Baa3 rating for Kazakhstan and changed 

the outlook to positive. The key drivers are: low government debt level, 

relatively high growth rate and political stability. The county is exposed to oil 

price shocks and has a relatively weak banking sector, while the institutional 

regulation is improving. The fiscal situation is strong due to a robust growth and 

prudent budget policy, which is reflected in good credit metrics.

Source: IMF October 2019

Source: BofAML, FuW

Source: BofAML, FuW
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Kazakhstan-Switzerland roundtable

Blackfort Capital successfully opened a new representative 

office in Nur-Sultan (formerly Astana) in July 2019. As the 

200th member of Astana International Financial Center (AIFC), 

Blackfort Capital was the first Swiss asset management 

company to strengthen its presence in Asia by opening a 

representative office in Kazakhstan. Temir Sembinov, Ph.D. 

was appointed head of our new office in Nur-Sultan.

On November 2, 2019, a Kazakh-Swiss round table was held 

in the capital of Kazakhstan, Nur-Sultan. President of the 

Swiss Confederation Uli Maurer, together with senior officials 

and business representatives discussed the possibilities for 

further cooperation.

Our managing partner Gleb Streib successfully signed a 

memorandum on mutually beneficial cooperation with the 

Astana International Financial Center (AIFC) and the 

implementation of know-how investments.
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Market Overview: Currencies, Commodities, Equity & Bond Indices

❖ During the recent trading sessions, S&P 500 was achieving new record highs 

almost on daily basis. Hope of a phase is that one deal keeps the market on 

fire. However, we would like to stress that after the market has risen for 6 

weeks in a row, based on RSI “overbought” concept, it will sooner or later 

face a consolidation.

❖ In November most developed equity markets have risen 2-3%. For the whole 

year the picture looks even more impressive, while US and Swiss equities 

lead the pack with a return of around 30%

❖ Investment grade bond were slightly negative. Corporate (high yielding) 

bonds showed a mixed picture, Form a region standpoint, European high 

yields and Asian corporate bonds had a strong month.

S&P 500 has broken out of its trading range, but is at the moment overbought 



Source: www.fuw.ch
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Investment Outlook: Flatening of the US yield curve

Alternative Investments

❖ Gold: The consolidation continues, since the beginning of the month gold lost 

more than 3%. It is remarkable that over the last two weeks the Gold price has 

been flat, while risky assets are growing further up.

❖ Oil: Despite negative market comments, WTI and Brent went further up. Since 

the beginning of November Bret has increased by roughly 6%. 

❖ Cooper: Dr. copper, which used to be a very good leading indicator, has risen 

since  the publication of the PMI data, but still trades below its September 

levels.

The US yield curve is flattening, but the yield curve so far is not inverted Liquidity

❖ The Chinese RMB appreciated against the USD. It seems that the Chinese 

government is willing to lose market share in the US by not further depreciating 

its currency and by letting the US consumer pay higher prices on Chinese goods 

sold in the US. The trade war is backfiring as the consumer (mainly US) pays the 

bill and in both countries GDP growth is reduced.

❖ The political driven rally in GBP might come to an end as its fundamentals 

continues to deteriorate, based on the latest economic surveys.

❖ The USD keeps  appreciating based on a slightly better economic outlook for 

2020. Another key driver is the impact of the paid tariffs. Having said that, 

currency strategists expect the US dollar to weaken in the event of a singed 

trade deal.

Equities

❖ Most developed market trade are either at a new record highs or at least at a 

new 52 weeks high. Most are overbought. But hopes on a trade deal hinders the 

market from falling. The S&P rose 8% since September and Dax went up even 

10%.

❖ Some call it the Teflon market driven by the fear of missing out (FOMO). Almost 

on a daily basis we get new hints that the first phase of trade deal is finally 

close to its announcement. In such case we might see a “sell-the-fact” 

correction.

Fixed Income

❖ The US yield curve has slightly flattened as can be seen in the 3-month 10-year 

and 2-year 10-year US government bond yield spread. It is worth noting that 

both spreads are still positive.

❖ Globally, the amount of negative yield bonds has decreased from around 

$ 17.5 trillion to $ 12 trillion. This is partially driven by a better growth outlook 

in the Eurozone, Japan and Switzerland. The other hope is that we will see 

some fiscal stimulus in Europe. In France such program was announced and in 

Italy the budget deficit is expected to stay above the Maastricht criteria of 3%. 

But in Germany no concrete action plan has been presented, 
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Emerging Market 

Update: JSC Halyk Bank

Bond Parameters:

❖ Country: Kazakhstan

❖ Industry: Banking

❖ Rating (Moody’s): Baa3 / Positive

❖ Coupon: 5.5%

❖ Maturity: 21.12.2022

❖ Indicative Bid-Ask: 100.6 – 100.9

❖ Yield to Maturity: 5.18% YTC: -6.1%

❖ Issue Size: $548 mln

❖ Average Lending Value: 60%

Price Development:

Company Profile:

❖ Halyk Savings Bank of Kazakhstan (Halyk) is a financial services group and a universal 

bank, providing banking, insurance, leasing, brokerage and asset management 

services.

❖ Halyk was the largest bank in Kazakhstan in terms of total deposits (37%), total assets 

(34%) and retail deposits (36%), as of 1 August 2019. 

❖ Loans to large corporates and small and medium-sized enterprises accounted for 75% 

of the bank's gross loan book as of 31 March 2019.

Financial Indicators:

❖ Total Assets: $23.8 bln (06/2019); $23.5 bln (12/2018)

❖ Problem Loans / Gross Loans: 18.6% (06/2019); 19.6% (12/2018)

❖ Net Interest Margin: 4.28% (06/2019); 4.2% (12/2018)

❖ Tier 1 Capital Ratio: 19.7% (12/2018); 19% (12/2017)

❖ Interest Income: $0.94 bln (06/2019); $1.98 bln (12/2018)

Investment Rationale:

❖ Competitively strong franchise in Kazakh markets allows Halyk for the lowest funding 

costs in the sector (interest expense of 4%), strong net interest margin of 4% and 

reasonable return on assets of 3%.

❖ Halyk maintains reasonable capitalization, with its tangible common equity/risk-

weighted assets above 13% during the last several years. 

❖ Majority of the bank’s borrowers in foreign currency are exporters thus providing 

some natural hedge against local currency devaluation.

❖ Halyk's customer deposits account for 83% of its non-equity funding and are supported 

with favorable repayment schedules and manageable cash flows in the next 12 

months. 

❖ Liquidity risks stemming from funding concentrations are mitigated by the ample 

liquidity buffer held by the group - liquid assets cover over 50% of total customer 

deposits.

❖ Halyk's systemic importance to Kazakhstan's banking system is supported by its 34% 

share of total system assets, significantly increasing the likelihood of government 

support.
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Emerging Market 

New Issue: Braskem Idesa

Bond Parameters:

❖ Country: Mexico

❖ Industry: Chemicals

❖ Rating (S&P): BB 

❖ Coupon: 7.45%

❖ Maturity: 15.11..2029

❖ Indicative Bid-Ask:  101.8 -102.5

❖ Yield to Maturity: 6.95%

❖ Issue Size: 900 mln

❖ Average Lending Value: 60%

Price Development: (new issue)

Company Profile:

❖ Braskem Idesa S. A. P. I. is a joint project of Braskem (Ba1) and Grupo Idesa (BB), 

focused on the development and implementation of a petrochemical complex for the 

production of polyethylene in Mexico.

❖ Braskem with 75% of company’s shares is the largest producer of polyethylene (PE) 

and polypropylene (PP) in the Americas and represent therefore the main object of 

financial and risk analyses.

❖ Idesa Group with 25% has been one of the largest business groups in Mexico for the 

last 60 years and together with Braskem has won the tender for natural gas 

extraction at Braskem Idesa plant location.

Financial Indicators:

❖ Revenues: $15.97 bln (12/2018); $15.43 bln (12/2017)

❖ EBITDA: $3.21 bln (12/2018); $3.92 bln (12/2017)

❖ EBITDA Margin: 20.1% (12/2018); 25.4% (12/2017)

❖ Total Debt: $10.27 bln (12/2018); $10.98 bln (12/2017)

❖ Total Debt / EBITDA: 3.2x (12/2018); 2.8x (12/2017)

Investment Rationale:

❖ With a market share of 66% in polymers, Braskem is the only producer of PE in Brazil, 

the largest producer of PP in the Americas and the sixth-largest producer of polymers 

worldwide.

❖ The company is enhancing its position in the US PP market via its new plant with 

$675 million in capital spending and 450’000 tons of added PP production in 2020.

❖ Stable growth of demand for resins (4% for Brazil and 3% for Mexico yearly) is 

supported by the continuous replacement of traditional input materials.

❖ Braskem intensively diversifies its feedstock, replacing naphtha (80%) with ethane 

(20%) via new $90 mln investment in resource deposit in the northeastern Brazil.

❖ The company's strong cash generation and prudent financial strategies have 

contributed to the deleveraging of its capital structure with an adjusted gross debt-

to-EBITDA ratio of 3.2x, down from 4.6x as of year-end 2015.

❖ Braskem’s $1.87 bln in cash provide the company with great financial flexibility, 

necessary to ride through industry downturns and challenges in Brazil's market.
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Speculative / Emerging Market

New Issue: Uzbek Industrial and Construction Bank

Bond Parameters:

❖ Country: Uzbekistan

❖ Industry: Banking

❖ Rating (Fitch): BB- / Stable 

❖ Coupon: 5.75%

❖ Maturity: 12.02.2024

❖ Indicative Bid-Ask:  100.3 -100.8

❖ Yield to Maturity: 5.52%

❖ Issue Size: $300 mln

❖ Average Lending Value: 60%

Price Development: n.a. (new issue)

Company Profile:

❖ Joint stock commercial bank Uzbek Industrial and Construction Bank 

(Uzpromstroybank) is one of the largest financial institutions in the Republic of 

Uzbekistan and CIS countries.

❖ The bank offers scope of all traditional banking services and invests in major 

infrastructure projects in Oil & Gas, Energy and Chemical sectors.

❖ Since 2018, Uzpromstroybank conducts rebranding through investment in IT, 

modernization of software and introduction of multichannel banking technology.

Financial Indicators:

❖ Total Assets: $3.7 bln (2018); $3 bln (2017)

❖ Net Debt/EBIT: 74.1x (2018); 14.1x (2017)

❖ Net Revenue: $114.6 mln (2018); $299.4 mln (2018)

❖ Interest Income: $ 168 mln (2018); $ 167 mln (2017)

Investment Rationale:

❖ The bank occupies a leading position in banking business in Uzbekistan with total 

capital of $341.6 mln as of 1st of January, which is 127% higher than at the beginning 

of 2018,

❖ Uzpromstroybank is constantly striving to increase its resource base - the balance of 

customer deposits was $576.7 million as of January 1, 2019 (147% growth year-on-

year).

❖ The bank pays much attention to the development of operations in the private 

sector. In 2018 investments in retail lending increased 2.7 times and investments in 

small business lending grew 2.9 times.

❖ Uzpromstroybank is the first bank in Uzbekistan to provide inter-branch payments to 

customers 24/7, a free day-to-day service, and a JCB international payment card 

agreement.

❖ Keeping its traditional strengths, the bank is undergoing radical transformations, 

including the introduction of new products, changes in operating technologies and 

digitalization of the branch network.
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Asian Equity

Initial Coverage: Alibaba

Equity Parameters:

❖ Country: China

❖ Industry: Retail

❖ Rating (Moody’s): A1 / Stable

❖ Price / book: 6.10

❖ Earnings per Share:  $ 6.39

❖ Dividend Yield: n.a.

❖ Enterprise Value:  $22.2 bln

❖ Indicative Price (28.11.19):  $ 202.8

❖ Consensus Price Upside Potential:  12.5%

❖ Average Lending Value: 60%

Price Development:

Company Profile:

❖ Alibaba Group Holding Limited is a global leader in retail commerce, providing internet 

infrastructure, electronic commerce and online financial services for timely 

interaction between merchants and customers. Predominantly focused on China, 

Alibaba offers its products and services worldwide. Alibaba completed its initial public 

offering on the New York Stock Exchange on 19 September 2014.

Financial Indicators:

❖ Revenues: $53.6 bln (03/2019); $35.5 bln (03/2018)

❖ EBITDA: $11.26 bln (03/2019); $12.43 bln (03/2018)

❖ EBITDA Margin: 21% (03/2019); 35% (03/2018)

❖ Net Income: $8.99 bln (03/2019); $6.69 bln (03/2018)

❖ PE  Ratio: 27.6 (2019E) / 32.1 (current)

❖ ROA : 6.99% (03/2019); 7.12% (03/2018)

Investment Rationale:

❖ Alibaba conducts a secondary listing in HK since 26th November, enjoying $13 bln

inflow (around 3% of market capitalization), most of which will go directly into the 

infrastructure projects of the company.

❖ The company constantly reports yearly revenue growth due to rising wealth levels in 

China, vaster internet coverage (up 56% as of today) and higher proportion of online 

retails (21% and 25% for 2019 and 2020 correspondingly).

❖ Alibaba is the largest retail commerce company globally by gross merchandise value. 

Due to its strong brand name commission revenues are generated at all stages of the 

transactions, namely search, purchase, payment and fulfillment.

❖ Company’s third-party agency business model differs from peers’ models (Amazon, JD) 

in a way that Alibaba does not hold merchandise on its books, but rather acts like a 

platform and therefore is not exposed to inventory risks.

❖ The strength of Alibaba's ecosystem results in a solid credit profile and rapidly growing 

cash flow from operations up to $21.26 bln in 2019 from $11.42 bln in 2018.

❖ Alibaba is intensively expanding its business through the acquisition of AFSG, online 

payment system, whose financial health is crucial for Alibaba’s daily operations.
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Blackfort Capital AG ∙ Talstrasse 61 ∙ 8001 Zürich ∙ Switzerland 

Tel. +41 44 585 78 78 ∙ Fax. +41 44 585 78 70 ∙ info@blackfort.ch ∙ www.blackfort.ch
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These Bond Recommendations (hereafter «BR») are provided for information purposes only and for the use by the recipient. This document

was produced by Blackfort Capital AG (hereafter «BF») with the greatest of care and to the best of its knowledge and belief. Although

information and data contained in this document originate from sources that are deemed to be reliable, no guarantee is offered regarding the

accuracy or completeness. Therefore, BF does not accept any liability for losses that might occur through the use of this information. The BR

does not purport to contain all of the information that may be required to evaluate all of the factors that would be relevant to a recipient

considering entering into any transaction and any recipient hereof should conduct its own investigation and analysis. In addition, the BR

includes certain projections and forward-looking statements. Such projections and forward-looking statements are subject to significant

business, economic and competitive uncertainties and contingencies, many of which are beyond the control. Accordingly, there can be no

assurance that such projections and forward-looking statements will be realised. The actual results may vary from the anticipated results and

such variations may be material. No representations or warranties are made as to the accuracy or reasonableness of such assumptions or the

projections or forward-looking statements based thereon. This document is expressly not intended for persons who, due to their nationality or

place of residence, are not permitted access to such information under local law. It may not be reproduced either in part or in full without

the written permission of BF.

© Blackfort Capital AG. All Rights reserved.


