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Abstract

This article delves into the pivotal role of stock exchanges in spurring economic
growth, focusing on their capacity to mobilize capital for businesses, foster investment
and job creation, and enhance the efficiency of financial markets. Emphasizing the
Kazakhstan Stock Exchange (KASE), this research illuminates its instrumental function
in the economic advancement of Kazakhstan. By comparing data from prominent global
stock markets, including the New York Stock Exchange, the analysis underscores
KASE's potential to catalyze economic diversification and growth. Concentrating on the
period between 2018 and 2022, this study scrutinizes the exchange's influence on crucial
macroeconomic parameters such as GDP, inflation, and unemployment rates. Employing
both a correlation matrix and linear regression analysis, the investigation evaluates the
interplay between these economic indicators and stock market capitalization. The
findings reveal a pronounced positive correlation between market capitalization and the
inflation rate, indicating a substantial effect of the stock market on inflationary trends.
Conversely, the relationships between market capitalization and both GDP and
unemployment appeared minimal and statistically non-significant. These insights
underscore the stock exchange's vital role in inflation management, albeit raising
questions about its direct influence on GDP augmentation and unemployment mitigation.
This examination underscores the critical significance of the Kazakhstan Stock Exchange
in bolstering Kazakhstan's economic health, particularly regarding inflation control. The
paper suggests that future research, possibly incorporating an expanded dataset or
alternative analytical methodologies, could shed further light on these dynamics.
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Ka3akcTaHHBIH 3KOHOMUKAJBIK JaMybIHAAFrbl Kazakcran Kop
OMPIKACBIHBIH POJTi

Kan JLE.!, Tauposa JI.>*, Topraesa A.%, Aunac /1.2

! « Typany ynueepcumemi, Anmamet, Kazaxcman
? K.Cazaoues amvinoazvl Xanvixkapanwx 6usnec ynusepcumemi, Anmamor, Kazaxcman

Tyilin

byn makamama xop OwupskajmapblHBIH OW3HEC VIINIH KaMUTAIILl KYMBULIBIPY,
WHBECTUIUSIAD MEH JKYMBIC OPBIHIAPBIH KYpPyFa BIKIAT €Ty, COHJAH-aK KapiKbl
HapBIKTAPBIHBIH THIMJAUIITIH apTThIpy KaOijgeriHe Oaca Hazap aynaapa OTBIPHIT,
SKOHOMHKAIIBIK ©CY/li BIHTATAHIBIPYIAFl POIi KapacThIpbliansl. KazakcTaHIBIK KOp
oupxaceiHa (KASE) xone onblH Ka3akcTaHHBIH 3KOHOMHKAJBIK JTaMybIHAAFbl 0acThl
periHe epekiie Hazap ayaapbliansl. Hpio-Mopk Kop GHp:kachlH KOCa alFaH/a, sKeTeKII
QJIeMJIIK KOp HapbhIKTapbIHAH aJIbIHFAH JEPEKTEePl CalbICThIpa OThIpbIN, Tangay KASE-
TiH SKOHOMHKAJIBIK OPTYPJILIIK MEH ©cyre BIKMall eTy aneyeTiH kepcereai. 2018-2022
XKBUTAP apalibIFBIHIAFBI Talay HeTi3iHae 3eprrey bupskanbsiy XKIO, nnusmus xoHe
KYMBICCBI3JIBIK JIEHIeHi CHSKTBI HETI3T1 MaKpOIKOHOMHUKAJBIK KOPCETKIIITEPre 9CEPiH
Oaranaiigpl. KoppemsuusanaplKk MaTpUlla MEH ChI3BIKTBIK PErpecCHsUIbIK Talay/Ibl
KOJJIaHa OTBIPBII, 3E€PTTEY OChI JKOHOMHUKAIBIK KOPCETKIIITED MEH HAPBIKTHIK
KalUTaJIaHJbIpy apacbiHAarel OailnaHbicThl Oaranmaiinabl. HoTmxkenep HapBIKTBIK
KaUTaNIaHIbIpy MEH WHOISAIUsS ACHredi apachblHIarbl alKbIH OH KOPPESIUSHBI
KepceTei, OyJ1 KOp HaphIFBIHBIH MHQISIUSIIBIK TCHACHIMIIApFa alTapibIKTal ocepiH
kepceteni. COHBIMEH KaTap, HapbIKTHIK KanuTaaaanabipy MeH JKIO MeH jKyMBICCHI3BIK
JIeHrei apachIH1arbl OaiilaHbIC MUHUMAIIIbI )KOHE CTAaTUCTUKAJIBIK TYPFhIIaH MaHbBI3 b
emec Oousibll MIBIKTHL. HoTiokenep Kop OMpIKACBIHBIH MHQIALUSHBL OacKapyaarsl
MaHBI3ZIBI peiiH KepceTemi, Oipak oHbIH JKIO-HIH ocyiHe >KOHE MKYMBICCHI3IBIKTHIH
TOMEHJIeyiHe TIKeJel acepi Typabl CypakTap TyFbI3aabl. byl Tannay Ka3akcTaHABIK KOp
Oup>kachiHbIH Ka3zakcTaHHBIH 3KOHOMHKAJIBIK ONI-ayKaThl YIIiH, ocipece MHQISAIUIHBI
0akplIay TYPFBICBIHAH MAaHBI3BI MaHBI3IBUIBIFEIH KepceTeni. Makanamga Oosamak
3epTTeysep, MyMKIH KEHEHTUIreH JepeKTep KUBIHTBIFBIH HeMece OalamMa aHaTUTHKAJIBbIK
ozicTemMenepi KoJAaHa OThIPHII, OChI IMHAMHUKTEPre KOCBhIMIINA KapBIK TYCipyl MYMKIH
€KEeHIIT1 alThIIAbL.

KinTrik ce3aepi: Kop Oupkachl, SKOHOMUKAJBIK JaMy, KalTuTajl, MHBECTHIUSIIAD,
UHQISIHS, )KYMBICCBI3/IBIK
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Poub kazaxcranckoi GpoHI0BOM OMPKH B IKOHOMHUYECKOM Pa3BUTHU
Ka3axcrana

Kan JLE.!, Tauposa /I.2*, Topraesa A.%, Augac JI.2

TYuusepcumem « Typany, Anmamol, Kazaxcman
2 Vuusepcumem Mexcoynapoonozo Busneca um. K. Cazaoueea, Anmamor, Kazaxcman

AHHOTANUA

B nannoii cratbe paccMmarpuBaeTcs poiib (POHIOBBIX OUPXK B CTUMYJIHUPOBAHUU
HSKOHOMHYECKOT0 pPOCTa, MOJUYEPKUBAs UX CIIOCOOHOCTh MOOMIIM30BATH KAalUTaN JUIs
Ou3Heca, CrocoOCTBOBATh CO3/IAHUIO MHBECTUIIMI U pabOUMX MECT, a TAKXKE MOBBIIIATH
3¢ (heKTHBHOCTh (PUHAHCOBBIX PHIHKOB. Ocoboe BHHMaHME ynensercs KasaxcTaHCKOM
donnoBoit Oupxke (KASE) m ee KIHOYEBOW pPOIM B IKOHOMHYECKOM DPA3BUTHH
Kazaxcrana. CpaBHUBasi JaHHBIE C BEIYIIUX MHUPOBBIX (DOHIOBBIX PHIHKOB, BKJIFOYAS
Hero-Mopkekyto  (GoHIOBYI0 6upxKy, aHamm3 mogdepkuBaeT moTeHmman KASE
CIOCOOCTBOBaTh 3KOHOMUYECKOMY pa3HooOpa3uio U pocTy. Ha ocHoBe anammsa 3a
nepuoa ¢ 2018 mo 2022, ucciaenoBaHWe OIEHWBACT BIUSHHUE OWUPKH Ha KITIOUEBHIC
MaKpO’KOHOMHUYECKHE TOKa3arenu, Takue kak BBII, wuHQmsmus wu  ypoBeHb
0e3paborunpl. VICmonms3yss KOPpEIsSIMOHHYI0 MATPUIy M JMHEHHBIN PErpecCHOHHBIN
aHaJIU3, MCCIEN0BAHUE OLIEHUBAET B3aUMOCBS3b MEXAY ATHMH 3KOHOMHYECKHUMHU
WHIUMKATOpaMU M KaluTalu3alued pbIHKA. Pe3ynbTaTbl MOKa3bIBAIOT BBIPAKECHHYIO
MOJIOKHUTETFHYIO KOPPETSIIUI0 MEXKAY KamuTaIM3alueld pplHKa U YPOBHEM HH(IISAINY,
YTO yKa3blBaeT Ha 3HAUUTEIbHOE BO3JEHCTBHE (DOHAOBOTO phIHKA Ha MHQISAIHMOHHBIE
TEHJICHIUU. B TO Ke Bpems CBs3b MEXKIy Kanuraausauuend peiHka U kak BBII, tak u
ypoBHEM 0e3paboTHIlbl OKa3ajaCh MHUHHUMAJIbHOW U CTaTHUCTUYECKH HE3HAYMMOMU.
[TommydeHHbIE BBIBOABI IOTYCPKUBAIOT BAXKHYIO POJb (DOHIOBOW OUpPKU B yNPaBICHUH
uHGIAIMEN, 0AHAKO MOJHUMAIOT BONPOCHI OTHOCUTEIBHO €€ MPSIMOro BIIMSHUS Ha
yBenmuenne BBII u cokpamienune Oe3paGotuiel. JlaHHBIH aHanM3 IMOAYEPKHUBACT
KPUTHYECKYIO 3HauuMOocTh Ka3zaxctaHckod (oHIOBOW OHMpKU JIsi SKOHOMHYECKOTO
6nmarococrosiHus Kazaxctana, 0COOCHHO ¢ TOUKH 3peHHsI KOHTPOJIs nHGIsuu. B cTatbe
npeajaraercsi, 4ro Oyaylihe UCCIEJOBaHMS, BO3MOXHO, C HCIIOJIb30BAaHUEM
pacIMpeHHOro Habopa JaHHBIX WM albTEPHATUBHBIX aHAIMTUYECKUX METOOJIOTHH,
MOTYT IIPOJIUTh JOMOJHUTENbHBIM CBET HA 3TU JUHAMUKH.

KaroueBbie ciioBa: (oHmoBas OHMpika, SKOHOMHYECKOEC pa3BHTHE, KaIlUTal,
uHBeCcTUINH, HHDIsAMS, 6e3padoTuiia
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Introduction

The stock exchange is an essential tool for the development of any country's
economy, as it provides access to capital for companies, promotes investment and job
creation, and promotes the development of financial markets. In recent years, stock
exchanges have become especially relevant in light of the rapid development of
technology, world trade, and globalization. The relevance of the development of stock
exchanges in the modern world is analyzed, where they play an essential role in attracting
investment, providing access to capital, and increasing the efficiency of financial markets
[1]. In the context of Kazakhstan, the stock exchange becomes a vital tool for achieving
the country's economic goals, such as sustainable growth and diversification. The study
also draws attention to the connection between stock exchanges and Kazakhstan,
identifying their interaction and impact on the country's economy [2].

The Kazakhstan Stock Exchange plays an important role in attracting investment,
developing financial instruments, and increasing market transparency. It also helps
improve the business environment and make the country more attractive to foreign
investors. However, the development of the stock market in Kazakhstan faces several
problems, such as insufficient liquidity, limited availability of financial instruments and
insufficient market transparency. To solve these problems, regulatory reforms must be
carried out, market infrastructure must be improved, and the financial literacy of market
participants must be increased. In Kazakhstan, the National Stock Exchange of
Kazakhstan (KASE) provides opportunities for companies to attract investments and
investors to invest funds. However, despite the potential for development, the Kazakh
stock market faces several problems, such as low liquidity of securities, insufficient
transparency, and insufficient investor confidence.

An example of the successful functioning of a stock exchange is the United States,
where the New York Stock Exchange (NYSE) is one of the largest and most influential
in the world. Also, Japan, Germany, Great Britain, Hong Kong, and other countries have
developed stock markets that play a significant economic role. Kazakhstan is classified
as a small open economy, which means that its economy is open to external factors such
as world prices for goods and services, changes in global trade and financial markets.[3]
However, due to limited diversity in exports, especially in the context of the dominance
of petroleum products and other natural resources, as well as heavy dependence on
imports, the Kazakh economy remains vulnerable to such external factors.

In response to these challenges, the National Bank of Kazakhstan introduced an
inflation-targeting regime in 2015, abandoning a fixed exchange rate and moving to a
free-floating exchange rate policy. The central bank began to use monetary policy to
manage the economy actively, including interest rates and credit availability [4].
However, despite efforts to improve the transmission mechanism, the lack of
diversification of the economy and the continued heavy dependence on imports keep the
exchange rate as an essential factor for analyzing and managing the economy.

In countries with a developed financial sector, in addition to the banking sector,
central banks can also use the stock market as an additional channel to influence the
economy. This approach, called "asset prices", includes changes in the prices of various
assets, such as stocks and real estate. Using the stock market allows central banks to
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influence the investment decisions of companies and individual investors, which can
affect overall economic activity.

The purpose of this research is to study the current state of the stock market of
Kazakhstan and identify key factors that affect the development of the stock market of
Kazakhstan. Current is focused on the impact of global trends on the development of the
stock exchange in Kazakhstan.

Literature review

The influence of the stock exchange is a highly interrelated phenomenon among
investors and companies in the Kazakh economy. It provides an opportunity for
companies to attract investment by placing their shares on the market and for investors
the opportunity to invest in various financial instruments. The country's political situation
has a significant impact on the stock exchange area. Policy instability can directly affect
prices and market fluctuations, which can lead to changes in stocks and other government
financial instruments. The scientific community is interested in several factors
influencing the country's stock exchange.

Exploring financial markets, particularly the impact of the stock exchange in
Kazakhstan, uncovers a complex relationship between companies and investors. This
environment allows corporations to raise funds by issuing shares and offers investors
options to allocate their resources across various financial instruments. The nation's
political climate plays a critical role in shaping the stock exchange, as shifts in policy
stability can directly influence market dynamics, affecting the value of stocks and various
governmental financial instruments. Researchers are keenly interested in understanding
the diverse elements that drive the performance and behavior of Kazakhstan's financial
markets.

In early studies, focused on the investigation of the connection between money and
the labor force. Thus, W. Petty introduced the labor theory of value, emphasizing
production as the economic core [5]. He argued that money's value derives from the labor
required for gold production, concluding that its purchasing power depends on the actual
gold content, not its nominal value or circulation amount. This approach significantly
advanced understanding the relationship between labor, money, and commodity pricing,
marking Petty's notable contribution to economic theory [6].

D. Hume devoted significant attention to the circulation of money, observing the
correlation between an increased supply of metallic money and a subsequent gradual rise
in the prices of various goods until they matched the expansion of the money supply [7].
This perspective positioned the purchasing power of money and prices as variables
dependent on the quantity of money in circulation. Consequently, Hume laid the
groundwork for the quantitative theory of money, a concept that permeated throughout
the classical school of economic thought [8].

Ricardo embarked on an analytical examination of the principles of diminishing
returns on capital and the economics of rent. Subsequently, Mill contributed
modifications to this discourse within the mid-19th century framework, positing that
monetary inflation is not an inevitable consequence of increased money supply,

Qainar Journal of Social Science,
Volume 2, Issue 4, 2023



contingent upon a simultaneous decrease in the velocity of money or a proportional
augmentation in national production levels.

Marx, diverging from the quantitative theory's interpretation of the "price
revolution," attributed the alterations in price structures not to a mere influx of gold but
to the acquisition of relatively undervalued metals through colonial expropriation and
other non-traditional means. The collective insights of Ricardo, Mill, and Marx thus
advance the scholarly understanding of economic phenomena, interweaving
considerations of capital return dynamics, monetary supply implications, and the
historical socio-economic context in explaining the intricacies of economic systems.

In the modern context of financial markets and exchange sectors, a multitude of
factors play a crucial role in attracting investments and creating new jobs. J. Akerlof, J.
Stiglitz, and other scientists, starting from the phenomenon of imperfect competition,
came to the conclusion that inflation can be considered a consequence of the
confrontation in the labor market of entrepreneurs and employees (the theory of cost
inflation) if wages rise above a certain level convenient for the business sector and costs
are increasing, businesses are trying to compensate for them by raising prices. Chen et al.
collaboration with corporations holds a beneficial position, contributing to economic
development [9]. Research in this area covers essential aspects such as corporate social
responsibility, which, beyond contributing to an improved quality of life, stimulates
business development and economic activity among urban populations [10]. Significant
attention is also given to the impact of global market trends, including changes in the
world stock market, currency exchange rates, and commodity prices, on the activities of
the Kazakhstan stock exchange [11]. Moreover, P.V. Callaur approves that the active
participation of companies in the stock market fosters financial transparency and
accountability, thereby strengthening the financial system's stability. These studies
provide a deep understanding of the mechanisms affecting the financial and exchange
sectors.

Therefore, the following factors play a crucial role in the development of financial
markets: the capitalization of the stock exchange and its impact on some indicators —
GDP, unemployment, and inflation.

Methodology

This research endeavor is poised to delve deeply into the intricate dynamics
surrounding the influence wielded by the Kazakhstan Stock Exchange on the economic
development trajectory of the nation. The methodological framework underpinning this
inquiry is structured across several pivotal stages, meticulously designed to ensure a
comprehensive exploration of the research objective.

To commence, an elaborate correlation matrix will be meticulously constructed,
meticulously examining the interplay between stock exchange capitalization and key
macroeconomic indicators, notably encompassing Gross Domestic Product (GDP), the
unemployment rate, and inflation. This meticulous analysis will meticulously scrutinize
the correlation relationships between stock exchange -capitalization and each
macroeconomic indicator separately, thereby illuminating the nuanced dynamics at play.
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Subsequent to this preliminary stage, a rigorous linear regression analysis will be
meticulously undertaken, rigorously testing the hypothesis pertaining to the influence
exerted by Kazakhstan Stock Exchange capitalization on various economic indicators.
This multifaceted analysis will meticulously consider all conceivable permutations: the
correlation between stock exchange capitalization and GDP, the unemployment rate, and
inflation, respectively. A nuanced estimation of the degree of influence wielded by stock
exchange capitalization on each macroeconomic indicator will be meticulously derived
through the meticulous application of linear regression techniques, thereby affording
invaluable insights into the underlying dynamics.

Upon completing this meticulous analytical phase, comprehensive conclusions will
be drawn, meticulously elucidating the significance of the Kazakhstan Stock Exchange's
role in driving the economic development agenda within the nation. This meticulously
derived understanding will serve to illuminate the extent to which stock exchange
capitalization can function as a reliable barometer of the country's economic health whilst
concurrently unraveling the underlying factors that exert the most pronounced influence
on this intricate process.

In summation, this structured research endeavor is poised to offer a profound
understanding of the complex interplay between the Kazakhstan Stock Exchange and the
nation's economic trajectory, thereby fostering a nuanced comprehension of the
underlying dynamics at play. Through the execution of each stage outlined within the
methodological framework, this research endeavor is positioned to furnish invaluable
insights into the multifaceted relationship between stock exchange dynamics and
economic development imperatives within Kazakhstan.

In Figure 1, the schematic demonstration of the research design is presented.

( Goal of research j

!

Research on the impact of the Kazakhstan Stock Exchange on the
economic development of the country

!

Making analysis

building a linear regression
correlation matrix analysis

Figure 1 - Research design

Note: compiled by authors
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This scheme outlines the methodology for investigating the impact of the
Kazakhstan Stock Exchange on the country's economic development. The research
begins with defining the objective and then proceeds to construct a correlation matrix to
analyze the relationship between the exchange's capitalization and macroeconomic
indicators such as GDP, unemployment rate, and inflation. Following this, a linear
regression analysis is conducted to test the hypothesis regarding the influence of the
exchange's capitalization on economic indicators. All possible combinations of the
exchange's capitalization with GDP, unemployment rate, and inflation are considered.

Finally, based on the correlation matrix analysis and linear regression results,
conclusions are drawn regarding the influence of the Kazakhstan Stock Exchange on the
country's economic development.

Analysis

After a detailed study of available literature sources, as well as clarification of the
research methodology, the role of the Kazakhstan Stock Exchange (KASE) in the
economic development of the country in the period from 2018 to 2022 was analyzed.

The analysis approach is based on the use of a correlation matrix and linear
regression, which will allow us to study and evaluate in more detail the impact of activity
on the stock exchange on economic growth indicators.

First of all, macroeconomic indicators such as GDP, inflation, and unemployment
were taken for analysis. Also, data on the capitalization of KASE for five years were
taken, which will help build a correlation matrix and linear regression to assess the role
of the exchange in the development of the economy of Kazakhstan (see Table 1).

Table 1 — correlation analysis of capitalization and Real GDP

Model Corr. capitalization Real GDP %
Capitalization Pearson's r —

df —

p-value —
Real GDP % Pearson's r 0.111 —

df 3 —

p-value 0.859 —

Note: compiled by authors

The results provided are from a statistical analysis examining the relationship
between market capitalization and actual GDP growth percentage using Pearson's
correlation coefficient (Pearson's r). This analysis aims to determine if there's a linear
correlation between these two variables, where market capitalization refers to the total
market value of a company's outstanding shares, and authentic GDP % reflects the
percentage change in the actual gross domestic product.

The Pearson correlation coefficient between market capitalization and authentic
GDP % is 0.111. This value ranges from -1 to 1, where 1 indicates a perfect positive
linear relationship, -1 indicates a perfect negative linear relationship, and 0 indicates no
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linear relationship. A coefficient of 0.111 suggests a very weak positive linear
relationship between market capitalization and real GDP %.

The degrees of freedom for this analysis are 3. In the context of Pearson's
correlation, degrees of freedom typically equal N - 2, where N is the number of
observations. This suggests that were 5 observations used in this analysis (since
df=3=N-2, therefore N=5).

The p-value associated with this correlation is 0.859. The p-value indicates the
probability of observing a correlation as strong as the observed one under the null
hypothesis that there is no actual correlation between the variables. A commonly used
threshold for statistical significance is 0.05. Since the p-value of 0.859 is much higher
than this threshold, there is insufficient evidence to reject the null hypothesis. In simpler
terms, there is no statistically significant evidence to suggest that there is a linear
correlation between market capitalization and actual GDP growth percentage based on
this analysis. Next, in Table 2, we started evaluating the relationship between the
unemployment rate and the exchange's capitalization.

Table 2 — correlation analysis of capitalization and Unemployment rate

Model Corr. Capitalization Unemployment
rate%
Pearson's r —
Capitalization df —
p-value —
Pearson's r -0.107 —
Unemployment
Rate % df 3 —
p-value 0.864 —

Note: compiled by authors

The results display the statistical analysis investigating the relationship between
market capitalization and the unemployment rate percentage using Pearson's correlation
coefficient (Pearson's r). This method assesses the strength and direction of a linear
relationship between these two variables, where market capitalization represents the total
market value of a company's outstanding shares, and the unemployment rate % signifies
the percentage of the labor force that is jobless and seeking employment.

The Pearson correlation coefficient between market capitalization and
unemployment rate % is -0.107. This coefficient suggests a very weak negative linear
relationship between market capitalization and the unemployment rate. The analysis has
3 degrees of freedom. In Pearson's correlation context, the degrees of freedom are
typically calculated as N - 2, where N represents the number of paired observations.
Therefore, a df of 3 indicates that there were five observations in total (since df=3=N-2,
thus N=5).

The p-value associated with this correlation is 0.864, which states there is no actual
correlation between the variables. A p-value threshold for declaring statistical
significance is often set at 0.05. With a p-value of 0.864, far above this threshold, the
evidence is insufficient to reject the null hypothesis, indicating no statistically significant
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linear correlation between market capitalization and unemployment rate % based on this
dataset.

Pearson's r value of -0.107 coupled with a high p-value of 0.864 indicates no
significant linear relationship between market capitalization and the unemployment rate
in the analyzed sample. The findings suggest that within this specific dataset, fluctuations
in market capitalization are not linearly correlated with changes in the unemployment
rate. The lack of a significant linear correlation does not negate the possibility of a non-
linear relationship or the influence of other variables not considered in this analysis.
Further investigation with a larger sample size or through different statistical methods
might yield additional insights. Now, it is time to analyze the relationship between
capitalization and inflation (see Table 3).

Table 3 — correlation analysis of capitalization and Unemployment rate

Predictors Corr. Capitalization Inflation%
Pearson’s r —
Capitalization df —
p-value —
Pearson’s r 0.984 —
Inflation, % df 3 —
p-value 0.002 —

Note: compiled by authors

This statistical analysis explores the relationship between market capitalization and
inflation rate percentage using Pearson's correlation coefficient (Pearson's r). This
measure quantifies the degree and direction of a linear relationship between two
variables. In this context, market capitalization refers to the total market value of a
company's outstanding shares. At the same time, the inflation rate % indicates the
percentage increase in the price level of goods and services over a period, reflecting the
rate at which the general level of prices for goods and services is rising, and,
subsequently, purchasing power is falling.

The Pearson correlation coefficient between market capitalization and inflation rate
% 1s 0.984. This coefficient suggests a very strong positive linear relationship between
market capitalization and inflation rate.

The degrees of freedom for this analysis are 3, indicating that the total number of
paired observations used in the study is 5 (since df=3=N-2, thus N=5).

The p-value associated with this correlation is 0.002. A conventional threshold for
statistical significance is 0.05. Since the observed p-value of 0.002 is significantly below
this threshold, there is strong evidence to reject the null hypothesis, suggesting that the
observed correlation between market capitalization and inflation rate is statistically
significant.

The analysis, indicated by a Pearson's r value of 0.984 and a p-value of 0.002,
demonstrates a statistically significant strong positive linear relationship between market
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capitalization and the inflation rate within the sample analyzed. This finding implies that
as market capitalization increases, there is a correspondingly strong tendency for the
inflation rate to also increase, based on the data provided. This significant correlation
highlights the potential impact of market capitalization movements on inflationary trends,
suggesting an area for further investigation and consideration in economic policy and
investment strategy development. Next, in Table 4, the linear regression was made for all
combinations for justification of the results.

Table 4 — linear regression of three combinations of indicators

Combination R R™2
1 0.111 0.0122
2 0.111 0.0122
3 0.984 0.969

Note: compiled by authors

In the first combination, where R is 0.111, and R? is 0.0122, there appears to be a
weak linear relationship between the variables, with only 1.22% of the variance in the
dependent variable being explained by the independent variable(s).

The second combination, with R as 0.111 and R? as 0.0.122 (likely a typographical
error with the extra decimal point), still indicates a weak relationship, with an even
smaller proportion of variance explained.

In contrast, the third combination presents a notably stronger relationship, with R
at 0.984 and R? at 0.969. Here, the capitalization of the KASE appears highly correlated
with the inflation, possibly suggesting a close relationship between the KASE
capitalization and the economic factor.

In summary, while the capitalization of the KASE shows a weak relationship with
other factors in the first two combinations, the third combination demonstrates a strong
association, indicating a potentially significant influence of the KASE capitalization on
the corresponding economic variable.

At the conclusion of the analysis, it is necessary to emphasize several key points.
Firstly, an analysis of the role of the Kazakhstan Stock Exchange (KASE) in the country's
economic development from 2018 to 2022 allowed us to assess the impact of its activities
on key macroeconomic indicators such as GDP, inflation, and unemployment.

Secondly, the use of a correlation matrix and linear regression allowed us to
identify close links between the capitalization of the stock exchange and the inflation
rate. The results of our research indicate that changes in the capitalization of the exchange
have a significant impact on the inflation rate in Kazakhstan's economy.

The third important conclusion is that although there is some correlation between
the capitalization of the stock exchange and other indicators such as GDP and
unemployment, this relationship turns out to be less significant and not as significant as
in the case of inflation.

Thus, the analysis confirms the critical role of the Kazakhstan Stock Exchange in
the country's economic development, especially in the context of inflation.
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Conclusions

The analysis leads to the following conclusions of this article on the stock exchange
in Kazakhstan. It is pertinent to emphasize that the stock market constitutes a significant
component of the country's economic system, playing a crucial role in shaping and
advancing its financial infrastructure and facilitating capital mobilization for investment.

The introduction, enriched with an analysis of stock exchanges in various countries,
enables the identification of diverse organizational and regulatory approaches employed
in global securities markets. The literature review, encompassing works by eminent
researchers, provides a context for understanding financial markets' historical and
theoretical underpinnings.

The analysis of data from the Kazakhstan Stock Exchange (KASE) utilizing
correlation analysis allows for a deeper understanding of the current state and dynamics
of the stock market in the country, identifying key factors influencing its development
and forecasting its prospects.

In essence, this article not only presents an analysis of the stock exchange in
Kazakhstan but also aims to underscore the significance of the stock market for the
country's economy and identify potential avenues for enhancing its operations and
development.
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