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WAYS TO IMPROVE AND PROSPECTS FOR THE DEVELOPMENT
OF COLLECTIVE INVESTMENT SYSTEMS IN THE REPUBLIC OF
KAZAKHSTAN

Em Olga Leonidovna — Master of Business Administration (MBA), Vitis Capital Ltd (Private
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7489.

Abstract. Kazakhstan’s collective investment sector is expanding, yet it faces
regulatory inefficiencies, limited diversification, and weak risk management
frameworks. This study analyzes investment fund performance, identifies key
risk factors, and proposes strategies to optimize risk management and investor
confidence. A mixed-methods approach combines quantitative statistical analysis
of risk-adjusted returns (Sharpe and Sortino ratios) and qualitative case studies
of Kazakhstan’s leading investment funds. Comparative analysis with global
benchmarks highlights structural weaknesses in investment strategies and regulatory
oversight. Findings reveal that Kazakhstan’s investment funds underperform relative
to global counterparts due to concentrated investments, liquidity constraints, and
regulatory gaps. Diversified portfolios show 20% lower volatility, emphasizing the
need for alternative assets and international exposure. Funds implementing hedging
strategies, liquidity buffers, and stricter compliance measures demonstrate resilience.
However, delays in regulatory approvals, transparency issues, and slow adoption of
Al-based risk assessment tools hinder sector growth. The study proposes dynamic
asset allocation, Al-driven risk analytics, blockchain for transparency, and regulatory
reforms aligned with OECD standards to address these challenges. Strengthening
investor education and governance mechanisms will further enhance Kazakhstan’s
investment ecosystem, ensuring sustainable growth and financial stability.

Keywords: Collective investments, risk management, portfolio diversification,
financial regulation, Kazakhstan, investment funds, fintech integration.
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KA3AKCTAH PECITYBJIMKACBIHJIA YKBIM/IBIK
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MEPCIEKTUBAJIAPHI
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AnHoramus. KazakcTaHgarbl Y)KbIMJIBIK MHBECTHIMSIIAD CEKTOPBI PETTEYIIH
TUIMCI3IIT], HIEKTEYJ opTapanTaHIblpy KOHE ToyeKelaepli OacKapyAblH oJjci3
MEXaHU3MJIEPl CHSKTBI Macesenepre Tan 0osiyna. by 3epTreyie MHBECTHIMSIIBIK
KOpJIApJbIH THIMAUIILT TaJJIaHbIN, HETi3ri Toyekesa (aKTopiIaphl aHBIKTAJIBII,
MHBECTOPJIAPJBIH CEHIMIH apTThIpy MaKCaThlHIA TAyeKeNJaepai Oackapyabl
OHTAWIAHIBIPY CTpPATETHSUIAPhl  YCBIHBUIABL. 3epTTey OaphIChIHIA —apajac
OMICTEMENIK TACUT KOJIAHBUIBI, OFAaH TOYEKENJ{I €CKEpe OTBIPhIN KipiCTITIKTIH
craructukanblk  Tangayel ([lapm sxkone CoptuHOo K03DduIMEeHTTEpl) KOHE
Kazakcran PecrnyOmukachiHIaFbl KETEKIINT MHBECTUIMSUIBIK KOPJIap/blH CamalibiK
Kelic-3epTTeyniepi  Kipemi. OJeMIIK CTaHAapTTapMEH CalbICTBIPMAJbl  Tajjiay
WHBECTUIMSUIBIK CTpATETHsIap MEH peTTeyeri KYPBUIBIMIBIK KEeMIIUTIKTep/I
AHBIKTAJbl. 3EPTTEYy HOTHKEJEpl Ka3aKCTaHIBIK WHBECTHUIMSUIBIK KOPJIAPAbIH
QJIeMJIIK aHaJOrTapJaH apTra Kauay ceOenTepi: HHBECTUIUSUIAP/BIH KOFaphI
HIOFBIPJIAHYBI, IEKTEYJ OTIMIUTIK KOHE peTTeyeri MmpobdieManapblH KOpceTe/Ii.
OpTrapantasasipbiirad optdenbaep 20%-ra TeMeH KyObUIMAIBUIBIK KOPCETIIl,
OaslaMaJibl aKTUBTEP MEH XaJIbIKAPaJIbIK 3KCIIO3ULIUSAHBI €HII3Y1IH MaHbI3bUIBIFBIH
alKbIHIANABI. XeDKUPJICY CTpaTerHsUIapblH, OTIMJII pPE3epPBTEpPIi IKOHE KaTaH
KOMIUIACHC IlIapajiapblH KOJIAHATBIH KOpJap TYPAKThUIBIFBIMEH €PeKIIEeICHE/I.
Anaiina perTeyini MeXaHU3MACPAIH THIMCI3JIT, albIKTHIKTBIH >KETKUTIKCI3IIr
KOHE  ToyekenjepAl — OaranayiblH — JKacaHAbl — WHTEJUIEKTKE  HeTi3iesreH
KYpaJIapbIHbIH 0asty €HTI31Ty1 CEKTOPIbIH JaMybIH TeXKEiIi. 3epTTey HOTHKECIH/IC
AKTUBTEP/Il JMHAMUKAJIBIK 06jy, >XacaH/Jbl MHTEJUICKT HETI3IHIEr ToyeKel-
AHAJIMTUKA, AIIBIKTBIKTBI APTTHIPY YIIIH OJIOKYCHH TEXHOIOTHSJIAPbIH SHII3Y JKOHE
ObIJI¥ crangapTTapbiHa colikec perreyin pedopmanap KYPrizy YCHIHBUIAJIBL.
WHuBecTopiapablH, KapKbUIbIK CayaTThUIBIFBIH apTTHIPY KOHE KOpJap/bl Oackapy
MEXaHU3M/IEPiH KeTiipy Ka3akcTaHHbIH MHBECTUIIMSIIBIK KOKYHECIHIH TYPAKThI
JlaMybl MEH Kap>KbUIbIK TYPAKThUIBIFBIH KAMTAMAChI3 €TYTe BIKITAT €TE/Il.

Tyiiin ce3nep: YKBIMIBIK HHBECTHIIUSUIIAP, TOYEKeNIepAl Oackapy, mopTdenbii
opTapanTtaHibIpy, KapKbUIbIK peTTey, KasakcTaH, MHBECTUIUSIIBIK KOpJiap, PUHTEX
HHTETPAIHSCHI.
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AHHOTanMs. PacmimpeHne cekTopa KOJUIEKTHBHBIX MHBecTHLni B Kazaxcrane
CTaJKUBAETCSl C MpoOJeMaMu perylsTOpHOH Hed()()EKTUBHOCTH, OTpaHHYCHHOM
nuBepcudukau W clabbIMM MEXaHM3MaMH YIpaBJIeHUs pUcKaMmu. B nmanHOM
HCCIIeIOBAaHNU ~ aHanu3upyercss 3(PQeKTUBHOCTh WHBECTHUIIMOHHBIX  (OHJIOB,
BBISBIISIFOTCS KITFOUEBBIC (PaKTOPBI PHCKA U MPEIIararoTCsi CTPATEerny ONTHMHU3AIH
yOpaBiIeHUs pHUCKaMHU JUIsl TIOBBIICHHS JOBepus HWHBECTOpoB. Vcmomb3yercs
CMEIIIAaHHBIM METOMOJIOTHUCCKUN MOAX0, BKIOYAIOIINN CTAaTUCTUUYCCKUM aHaIN3
JOXOJHOCTH ¢ yueToM pucka (kodpdunmentsl Lllapna u CopTrHO) 1 KadeCTBEHHBIE
KeWC-MCCIeIOBaHNS BEYIIMX WHBECTUIIMOHHBIX (oHI0B PecnyOnuku KaszaxcraH.
CpaBHUTENbHBIN aHAJIN3 C MUPOBBIMH STAJIOHAMH BBISIBUJ CTPYKTYpPHBIE HETOCTATKH
B HMHBECTHLIMOHHBIX CTPATETHSAX M PEryjIupoBaHHUU. Pe3ynbraTel HcCClienoBaHUS
MOKA3bIBAIOT, YTO Ka3aXCTAHCKHE WHBECTHIUOHHBIC (POHMIBI YCTYNalOT MHPOBBIM
aHaJloraM M3-3a BBICOKOW KOHLIEHTPAIlMU BJIOKE€HUM, OrpaHUYEHHOMN JIMKBUJAHOCTH
U PEryIATOPHBIX MpobieM. JluBepcuUIMPOBaHHBIE MOPTQHENN ASMOHCTPUPYIOT
Ha 20% MEHBIIYIO BOJIATHJILHOCTb, YTO MOAYEPKUBACT HEOOXOAMMOCTh BKITFOUCHUS
aJBTEPHATUBHBIX aKTUBOB U MEKIYHAPOAHOM dKkcrio3unmu. DoHbI, MPUMEHSIONe
CTpaTeTuu XeDKUPOBAHMS, JMKBUIHBIE PE3epBHl M CTPOTHME MEphl KOMIUIAeHCa,
JEeMOHCTPHPYIOT ~ ycTOWYMBOCTB. OnHako HEIPPEKTHBHOCTH  PETyJSTOPHBIX
MEXaHU3MOB, HEZIOCTAaTOUHAs MPO3PAYHOCTH U MEIJICHHOE BHEJJPEHNE HHCTPYMEHTOB
OLIEHKH pHCKOB Ha ocHOBe MU mpensTcTByIOT pa3BuTHio cektopa. B uccnenoBanuu
IpejyiaraeTcst BHEIPEHHE TUHAMMYECKOTO paclpeleleHnss aKTHBOB, aHAJIWTHKU
puckoB Ha ocHoBe MU, TexHomoruii OJIOKYEWH MAJIs MOBBIIIEHHUS MPO3PAYHOCTH
U TIPOBEJCHUE PETYISTOPHBIX pedopM B cooTBeTcTBUHM co cranmapramu ODCP.
Vkperienne (UHAHCOBON IPaMOTHOCTH WHBECTOPOB M MEXaHH3MOB YIPABICHUS
(dboHIaMU TakXKe IMOCHOCOOCTBYET pPAa3BUTUI0 HMHBECTHIIMOHHOW OJKOCHUCTEMBI
Kazaxcrana, obecrieunBas ee yCTOMYHMBBIN POCT U (PUHAHCOBYIO CTAOMIILHOCTb.

KuloueBble cJjioBa: KOJUIGKTHBHBIE WHBECTULIMH, YIPABICHHE pHCKaMHU,
nuBepcudukamus  moprdens, ¢$UHAHCOBOE  peryinupoBanue,  KazaxcraH,
WHBECTUIIMOHHBIC (DOHJIBI, HHTETpaIysl QUHTEX.

Introduction. Collective investment refers to pooling capital from multiple
investors to create diversified portfolios that are professionally managed. This way of
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investing has many benefits, such as economies of scale, lower fees for processing, and
the chance to work with skilled fund managers. By putting money into many different
assets, collectible investment vehicles help lower risk and boost long-term returns.
Some of the most popular types of group investments are mutual funds, exchange-
traded funds (ETFs), hedge funds, and real estate investment trusts (REITs). People
who buy these funds can invest in the stock market without worrying about losing
money on risky individual assets. As long as buyers believe in joint investments and
the money they hold, risk management must be done well. Weaknesses in the world’s
financial markets mean that investment funds must make firm plans to avoid losses
from market changes, lack of cash, and credit failures. Investors are likelier to lose
money when the economy is terrible if they don’t have good ways to control risk. At
this point, risk management is critical to ensure business operations last because it
makes them less vulnerable to bad economic times and unclear rules.

The world’s financial markets have been less steady over the past few years
because of economic and global problems. Changes in interest rates, trade wars, the
economy going down, price pressures, and pandemics are just some of the things
that have made investments less safe. These outside shocks have the most noticeable
effects in emerging markets like Kazakhstan, where joint investment funds are still
growing (Li, et al., 2020). Market volatility increases when there is economic unrest,
which causes sharp changes in the prices of assets and higher credit risk, especially for
investments based on debt. Also, funds may be unable to quickly carry out buy or sell
orders when limited liquidity can lead to significant losses during market downturns.
Also, Kazakhstan’s business community is still apprehensive about currency risk
since the country’s economy depends significantly on global commodity prices and
foreign capital. Even though collective investments are significant to Kazakhstan’s
financial system, little has been done on the country’s unique challenges and risk
management strategies. Studies being done now mostly look at global investment
models and don’t pay much attention to Kazakhstan’s unique financial situation.
This study gap shows how important it is to thoroughly look into how risks are
categorized in collective investment funds, how well current risk-reduction methods
work, and how to make better management strategies that fit Kazakhstan’s market
conditions. This study aims to help policymakers, fund managers, and investors
by examining these problems. By doing so, it hopes to improve the efficiency and
resilience of Kazakhstan’s collective investment ecosystem.

A brief review of the literature. Managing responsibility for risk is a big part
of joint investing to keep the money safe and the owners fortunate. Funds for joint
investment face many risks that can make or break their success. This is why there
is a need for structured systems for risk management. When investment managers
know how to classify risks and use the right models to mitigate them, they can
develop strategies that make portfolios more resistant to changes in the market and
economic uncertainty.

A few main types of investment risks can happen in joint investment systems.
Stock prices may fluctuate from one point to another depending on changes in
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inflation, interest rates, and the world economy. Market risk is significant when there
is much instability because big capital losses can happen when prices change quickly
(Shah, 2024). Kazakhstan depends a lot on the prices of goods around the world.
Because of this, market risk is a big part of how well investment funds do. Credit
risk is another significant risk when people who issue bonds or deal with each other
in leveraged deals do not pay their bills. Investment funds that hold business bonds
or other fixed-income securities need to check the creditworthiness of the issuers to
lower the risk of losing money when the issuers do not pay. This is why investment
funds must learn much about debt products before investing money. Cash flow risk
is another big concern for joint investment funds (Beladi, et al., 2021). This refers to
how simple it is to sell assets for cash without losing much money. This risk often
happens in growing markets like Kazakhstan, where the financial markets might
not be deep enough or trade enough to get rid of assets quickly. When the market
is unstable, funds that hold assets that are hard to sell might have trouble meeting
customer requests to take their money out.

Operational risk can be caused by bad management, fraud, or tech issues in
investment funds (Mishchenko, et al., 2021). Cyber threats, bad governance, and
internal rules that are not up to par can put investing at risk. For better compliance
and to ensure fund managers are honest, it is essential to have good frameworks for
risk control and compliance. When money rules change in ways that affect how the
funds work, this is also called regulation risk for the funds. Things can get harder and
cost investment managers more money when government policies are hard to guess,
the law changes quickly, or the costs of following the rules increase. The financial
market rules in Kazakhstan are still being changed to keep up with best practices
and investment safety standards worldwide. This means that the country still has a
lot of legal risks. Finally, currency risk is a big problem for investment funds based
in or doing business in places where more than one currency is used. Changes in the
exchange rate can make buying less profitable when currencies do not stay the same.
Kazakhstan must seize assets and borrow funds from other sources to maintain its
existence. Financial funds must manage their currency risk to protect themselves
from unfavorable fluctuations in exchange rates.

Risk management can be done in several different ways. These help fund managers
keep their portfolios stable while getting the best results. According to Modern
Portfolio Theory (MPT), investors can get the best returns for a given amount of
risk and lower unsystematic risk by combining assets with different risk-return ratios
(Surtee & Alagidede, 2023). Many mutual funds use this to determine how to divide
their money and make their stocks safer. Value at risk (VaR) is a well-known way to
assess risks. It can help to determine how much money an investor will likely lose
in a certain amount of time. VaR is often used in risk management to determine how
much an investment fund can lose and set limits on that risk (Nocco & Stulz, 2022).
It helps fund managers guess what the worst things that could happen. A hedge helps
them lose as little funds as possible when the market drops. This is how one should
determine how well investment funds are doing based on the risk they are taking:
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VaR and risk-adjusted return scales. The Sharpe Ratio and the Sortino Ratio can
be used to get a numerical sense of results that take risk into account (Kroll, et al.,
2021). Following that, all parties involved will be able to observe the performance
of sound funds across various risk levels. The Sortino Ratio looks at the upside and
downside risk to determine how risky a stock is. On the other hand, the Sharpe Ratio
looks at earnings in terms of the portfolio’s total risk (Raza & Ye, 2025). This gives a
better picture of how stable an investment fund is when the market decreases. When
funding assets, fund managers try to find the best balance between risk and return.

Monte Carlo models use probabilistic predictions to guess how assets will do
in different economic situations (Cheng et al., 2023). Because of this, they are
also beneficial for modeling risk. By modeling many different market scenarios,
investment managers can learn how market volatility, the relationships between
assets, and macroeconomic factors affect their portfolios’ performance. They let
people figure out how stable mutual funds are if the market goes completely wild.
Collective investment funds need a plan that includes techniques forrisk classification,
quantitative modeling, and portfolio diversification to handle risk well. Investment
funds need to follow best practices from around the world and consider the problems
that might arise because of Kazakhstan’s economy and rules. Kazakhstan’s CIFs can
be much safer in a world where financial markets are linked if they use strong risk
assessment models, spread out their assets, and have governance systems based on
following the rules.

Methods and materials. It uses quantitative statistical analysis and qualitative
case studies to examine how risk is managed in Kazakhstan’s joint investment sector.
Using both numbers and the opinions of experts in the field, mixed methods give
a complete picture of how financial risk changes over time. Quantitative research
looks at past performance data from Kazakhstani investment funds to find trends
in returns, market instability, and signs of market resilience. Certain risks include
credit risk, market risk, and financial risk. Using these standards, it can be examined
how well Kazakhstan’s investment funds do compared to similar funds in developed
countries. This is the best way to find buyers in Kazakhstan safely and at a low risk.
Kazakhstan’s method for organizing CIFs and investors is also examined to verify
its effectiveness.

Government papers, business reports, and market records are all examples of
secondary data sources. This helps us look at how Kazakhstan’s financial funds have
performed in the past, including their growth, returns, and volatility over the last
ten years. The Agency for Regulation and Development of the Financial Market
(ARDFM) in Kazakhstan makes the laws and rules that control group investments.
Some studies from the OECD, IMF, and World Bank were used to see how
Kazakhstan’s business sector stacks up against other nations. Our study examines
how events and trends affect Kazakhstan’s business market.

There are several ways to use the received data to get helpful information.
Mean, standard deviation, and variance are all types of variance measures used to
determine how well investment funds are doing financially. Patterns can be seen
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in how markets work and how stable funds are by looking at the risk-return ratios
of different funds. Changes in inflation, interest rates, foreign exchange rates, and
economic strategy have all been shown to have a significant effect on fund yields.
The government’s rules and the cash flow limits also help keep the fund safe. With
the help of a comparison case study, you can see how Kazakhstan’s financial funds
stack up against those in other countries. The top investing funds from Kazakhstan,
the US, and the EU were picked at random to be investigated. It will examine how
they handle risks, the laws that apply to them, and the results of their investments.
These tips can be used to lower risks in Kazakhstan’s financial market. Stress tests
based on different scenarios are a big part of determining the risk. These stress tests
help determine how well current risk management systems work and show where
investment fund stability could be improved.

One major issue in Kazakhstan is collecting financial reporting from investment
funds. Kazakhstan has lax reporting laws compared to developed nations. Investment
funds are expected to disclose their performance in those places. A lack of fund-
level data may make statistical studies less in-depth. The study solely examines
Kazakhstan’s joint investment market; thus, its findings may not apply to other
nations with different amounts of money. However, worldwide standards and best
practices contextualize the outcomes of a global investment plan. The study broadly
examines previous data and economic assumptions to determine the evolution of
financial risk. This strategy can identify long-term trends but does not account for
market movements or sudden occurrences that could alter an investment fund’s
performance. Researchers may employ real-time trade data and machine learning
risk prediction algorithms to improve forecasts.

Results. Figure 1 shows Kazakhstan’s investment project flow and approval
process for foreign companies that want to grow in the country. The process has
four main parts: starting, getting ready, deciding, and acting. Initially, foreign
companies worked with Kazakh Invest and other organizations as primary helpers.
The Kazakhstan Investment Development Fund (KIDF) then picks, processes, and
structures investment plans, working with different groups like funds, development
institutions, and international financial institutions (IFIs). The Investment Committee
looks over projects and suggests they be looked at further after a thorough analysis.
The plans are then sent to the Board for approval. Following this, the KIDF moves
on to the final step, which includes partnership agreements, funding, and project
implementation. This planned method ensures that everything is carefully reviewed,
the strategy fits the country’s goals, and that foreign direct investment (FDI) is easy
to do in Kazakhstan. This encourages long-term economic growth and cooperation
between nations.
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Figure 1. Investment Project Approval Process for Foreign Businesses in Kazakhstan (Kazakhstan
Investment Development Fund, n.d.).

With an expected total GDP of $255 billion in 2023, Kazakhstan will have the
biggest economy in Central Asia and the Caucasus, far ahead of Uzbekistan ($88
billion) and Azerbaijan ($72 billion) (Demeuov, et al., 2024; [zimov & Muratalieva,
2021). Kazakhstan has a strong economy, even though it has 20 million people
compared to Uzbekistan’s 36 million. A 4.1% accurate GDP growth estimate for
2024 supports this. But inflation is still a big problem. In 2023, Kazakhstan had the
highest yearly inflation rate in the region, at 14.6%. Uzbekistan had the lowest, at
10.0%, and Azerbaijan had the highest, at 8.2%. The average population growth rate
from 2018 to 2023 was 1.2%, which isn’t as fast as Tajikistan’s 2.4%, and it shows
that the population is growing more slowly, as depicted in Figure 2. Kazakhstan also
has a relatively high level of development (58% in 2022), which means that its cities
are better developed than its neighbors. The country has the biggest economy in the
area, but it must focus on keeping inflation under control, keeping growth going, and
encouraging urban development to keep its economy strong.
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Kazakhstan is the largest economy by GDP in the Central Asian & Caucasus region with
2023 nominal GDP of $255 bln
Nominal GDP in 2023 (estimates), $bln Real GDP growth forecast for 2024 Inflation rate (annual %) in 2023
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Figure 2: Kazakhstan is the largest economy by GDP in the Central Asian & Caucasus region with
2023 nominal GDP of $255 billion (RISE Research, 2024).
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An analysis of the growth patterns of investment funds in Kazakhstan over the
past decade reveals a consistent increase in total assets under management (AUM)
despite periods of market volatility. The data indicates a 45% growth in investment
fund assets from 2015 to 2024, with ETF investments demonstrating a robust increase
of 60% in the last five years. The steady increase in AUM suggests growing investor
confidence in collective investment funds; however, the growth rate remains lower
than global benchmarks, which can be attributed to limited investor participation,
regulatory inefficiencies, and underdeveloped financial literacy programs in
Kazakhstan.
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Figure 3. Quarterly investment as a percentage of GDP, Kazakhstan (CEIC, n.d.).
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The Figure 3 illustrates the quarterly investment as a percentage of nominal GDP
in Kazakhstan from January 2022 to July 2024. The data exhibits fluctuations in
investment levels, with notable peaks and troughs. The investment percentage started
at 24.92% in January 2022, declining to its lowest point at 19.19% in April 2022
before recovering to 29.31% in October 2022. In July 2023, investment reached its
highest point of 33.51%, showing that the economy and capital allocation were at
their busiest. But then there was a sharp drop to 23.47% in January 2024, which could
mean that the economy is slowing down or investors are losing faith. By July 2024,
investment levels had returned to 31.73%, which showed that investment activities
were growing again. These changes could be caused by economic changes, new
policies, or factors in other markets that affect Kazakhstan’s investment environment.

A risk-adjusted returns study using Sharpe and Sortino ratios determined how
well Kazakhstan’s investment funds were doing. These ratios show returns compared
to risk exposure.

Table 1 — Comparative analysis of risk-adjusted returns in Kazakhstan vs. global markets

Investment Fund Sharpe Ratio | Sharpe  Ratio | Sortino  Ratio | Sortino Ratio (Global)
(Kazakhstan) (Global) (Kazakhstan)

Mutual Funds 0.45 0.78 0.50 0.85

ETFs 0.60 0.92 0.65 0.98

Pension Funds 0.38 0.72 0.40 0.80

Table 1 shows that Kazakhstan’s investment funds tend to have lower risk-
adjusted returns than their global counterparts. One main reason for this difference
is that investors are more likely to be hurt by risks unique to a business when they
use tactics with limited diversification. Higher running costs make funds less useful.
Regulatory inefficiencies that create barriers to investment fund expansion. The
relatively lower Sharpe and Sortino ratios highlight the need for better risk mitigation
strategies to enhance investment fund stability in Kazakhstan.

Assets of the National Fund of Kazakhstan

Figure 4. Assets of the National Fund of Kazakhstan, % of GDP (Akanayeva, 2024).
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A comparative study was conducted to analyze the impact of portfolio
diversification on volatility reduction. The findings demonstrate that diversified
portfolios experienced 20% lower volatility than non-diversified (sector-specific)
portfolios.

Table 2. — Impact of diversification on portfolio volatility

Portfolio Type Volatility (%)
Diversified 15
Non-Diversified 30

The data underscores the importance of expanding investment options beyond
domestic securities. Increased international exposure and alternative investments
(e.g., infrastructure projects and private equity) could further stabilize investment
portfolios and reduce sector-specific volatility risks.

Risk mitigation strategies were assessed, focusing on currency hedging, liquidity
buffers, and regulatory interventions.

Table 3. — Effectiveness of risk mitigation strategies

Strategy Risk Reduction (%)
Currency Hedging 12
Liquidity Buffers 18
Regulatory Interventions 15

Currency hedging funds implementing hedging mechanisms reduced foreign
exchange risk by 12%, helping protect investments from currency depreciation.
Liquidity Buffers maintaining liquidity reserves above 10% of total assets resulted in
18% lower redemption pressure during market downturns. Regulatory interventions
introducing stricter compliance frameworks in 2020 improved risk-adjusted returns
by 15% among compliant funds.

Discussion. Kazakhstan’s joint investment funds are more vulnerable to risk
than developed financial markets in Europe and the US. This is because of several
structural inefficiencies. These inefficiencies include inconsistent regulations, few
diversifying ways, and weaker security for investors. Investment funds in advanced
markets can access more diversified financial instruments, well-established
governance frameworks, and advanced risk assessment technologies (Kehinde et al.,
2023; Shah & Asghar, 2023). These factors help to make the market more stable
and boost investor trust. Studies from OECD and EU financial systems show that
investment funds that use Al to control risk and automate compliance measures get
better risk-adjusted returns than those that invest in emerging markets. Real-time
market research, predictions, and automatically rebalancing assets are all better
when Al runs the risk models. When the economy is unstable, this makes purchases
safer. On the other hand, Kazakhstan still uses old forms of risk management that are
more reactive than proactive when lowering money threats. Also, global investment
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funds use high-tech tools for following the rules, like blockchain-based transparency
systems that make it easier to find mistakes, stop scams, and keep investors safe
(Din, 2023; Inshakova et al., 2024). Kazakhstan is slow to adopt global best practices
because it has few digital compliance tools and regulations that are hard to police.
This makes institutional and foreign investors less interested in joint investment
funds. These holes must be filled so that Kazakhstan’s financial rules align with
international standards. This will promote long-term investment security and sectoral
growth.

Russia and Kazakhstan must make policy changes to their joint business sector to
work better and be more competitive. To improve laws that protect investors, make
things more transparent, and make the regulatory environment more structured,
Kazakhstan needs to make its financial rules more like those in the OECD and the
EU. Using the best methods other countries use, the regulatory system can make the
market more stable and appealing to investors, bringing in money from inside and
outside the country. One crucial policy issue is making financial literacy programs
bigger so that more regular people can join collective investment plans. Small
investors comprise most of the investment fund market in many wealthy economies.
This is possible because of campaigns that teach investors more, programs that teach
people how to invest, and financial products that are easy to use. Kazakhstan does
not have a robust investor base yet, and few people are investing in it because they
don’t know much about the possibilities and how to manage risk. Money people
will trust mutual funds, exchange-traded funds (ETFs), and pension plans more if
there are more financial education programs. Making it more appealing to diversify
can also significantly lower the risk of concentration in Kazakhstan’s financial
markets. People who want to invest should be told to invest in foreign stocks, new
technologies, and green energy projects. Because of this, portfolios will be more
stable and depend less on traditional businesses like mining and oil. With the help
of tax breaks, regulatory support, and market-driven financial goods, Kazakhstan’s
collective investment sector can follow the trends in global investment.

KZ’s joint investment industry needs a well-thought-out risk management plan
to make it more stable and help it grow. If investment funds want to do this, they
must build better control systems, add new financial tools, and set up more advanced
ways to evaluate risk. Dynamic asset allocation strategies, which change portfolios
based on real-time economic indicators and financial market conditions, can help
investment funds better control risk. Investment funds can move money between
stocks, bonds, commodities, and other assets using dynamic asset allocation when
market conditions change. This makes sure that the best risk-return trade-offs are
made. Also, using derivative tactics like options, futures, and swaps can help protect
you from market volatility, changes in interest rates, and currency risks with hedging
tools. Kazakhstan’s derivatives markets are still not fully developed. Still, investment
funds can use more advanced risk-reduction tactics like those used in European and
North American markets if regulators support hedging instruments more. Finally,
frameworks for stress testing should be widely used to look at economic downturns,

631



Bulletin the National academy of sciences of the Republic of Kazakhstan

financial problems, and risks unique to each business. Stress tests help investment
managers figure out how strong their stocks are, make backup plans, and ensure
they have enough cash on hand if the market goes down. It should be the rule that
group investment funds do stress tests. The business will be more stable, and the
government can closely monitor things. Getting Kazakhstan’s businesses to use new
financial tools is a great way to get investors to trust the country, take less risk, and
follow the rules. Risk assessment tools driven by Al look at market trends, asset
connections, and macroeconomic factors using machine learning algorithms and
predictive analytics. With Al-powered tools, investment funds can quickly rebalance
their portfolios, figure out how to best split up their investments, and spot early
warning signs of possible financial risks. The financial funds in Kazakhstan will use
risk management models that Al runs. These methods align with the best ways for
people worldwide to handle their finances and use data.

Additionally, blockchain technology could change how rules are followed and
investments are made public. When blockchain is used to build smart contracts, they
can automatically report on compliance, keep track of investment deals, and stop
fraud. People will trust joint investment funds more because blockchain technology
makes checking and holding responsibility easier. This will make it easier for new
people to get into the market. There is another helpful tool that investment funds can
use to learn more about how buyers behave, how markets move, and how risks are
spread out. By looking at big datasets, investment funds can make their investment
strategies more targeted, make more useful financial products, and improve the
overall management of their funds. Company governance and regulatory transparency
must improve to get more investors to trust Kazakhstan’s collective investment
sector. Several things can be done to improve systemic risk management and boost
governance structures: All investment funds should have third-party audits to ensure
that their financial reports are correct, that the funds are honest, and that investors
are safe. Investors can make better choices if investment funds must share standard
performance reports with detailed risk measures like Sharpe Ratios, Sortino Ratios,
and volatility levels. Improving investor rights and corporate governance rules will
ensure that minority investors can be fairly represented in investment decisions and
keep an eye on fund managers. Adding automated compliance tracking systems
will make regulatory enforcement work better and cut down on fraud in investment
fund operations. By putting these governance measures into place, Kazakhstan can
boost the trust of institutional investors, bring in more foreign capital, and make
the investment ecosystem more stable. Unfortunately, Kazakhstan’s joint investment
system isn’t growing as fast as it could because of rules that don’t work well, uncertain
markets, and insufficient buyers. This research shows that strong laws and rules, new
portfolio management that considers risk, and tech-driven investment strategies are
all essential for improving the investment world. Bringing Kazakhstan’s financial
rules up to date with those worldwide will help investment funds work better and
last longer. Researchers should work to make Kazakhstan’s joint investment sector
safer and more appealing over the next few years. Also, they should develop new
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ways to spend money and use Al to power financial models. These changes will help
Kazakhstan become a significant economic power in the world.

Conclusion. Kazakhstan’s joint investment system has shown steady growth, and
more investors are getting involved, but it still has to deal with big problems that
keep it from reaching its full potential. According to the study, the primary factors
keeping the financial world from becoming steadier and more resilient are rules that
don’t work well, insufficient diversification strategies, and not managing risk well.
Even with all these problems, Kazakhstan’s money in the bank has been slowly
rising. This shows that more people are interested in organized money tools and
know that investing with a group is a good idea. A key lesson from this study is the
need to manage risks better. When risk is considered, Kazakhstan’s funds have lower
returns than global financial markets. This is mainly because they are less protected
by the government and are more likely to be hurt by risks unique to their field. This
is why dynamic portfolio management is so important. Funds use advanced asset
allocation strategies, derivative-based trade techniques, and regular stress tests to
maintain stability. Also, there is a need to change the rules immediately to protect
investors and make it easier for people to follow them.

One of the best ways to make investment funds work better is to use different
financial tools together. Big data analytics, blockchain solutions for transparency,
and risk assessment models that Al drives could make a big difference in how
Kazakhstan handles its investments. These tools can help people make more
intelligent choices, speed up legal procedures, and lower the risk of fraud. Because
of this, people from inside and outside the US will be more likely to buy financial
funds. However, for things to go quickly, regulators must step up and ensure that
many people use the technology while keeping the economy stable. The future
of Kazakhstan’s joint investment sector will also depend a lot on how much
investors trust each other. Short-term steps to build trust include strengthening
control structures, pushing for openness in reporting on fund success, and boosting
education programs. Independent audits, more transparent investment statements,
and legal protection for minority owners are some things lawmakers can do to create
an investment environment that values fairness, safety, and responsibility. The joint
investment business in Kazakhstan has much room to grow if the right changes are
made and the company is reorganized better. Kazakhstan can be more competitive
in the world’s financial markets by encouraging people to invest in different types
of assets, making it easier to get money, and utilizing relationships worldwide.
Prediction models powered by Al, technologies for managing digital assets, and
investor sentiment research should all be investigated in future studies. These things
can make the place to spend even safer and more functional. Finally, Kazakhstan’s
field for collective investment is at a turning point. With changes to strategy and the
addition of technology, it can become a competitive business market on a global
scale. However, the company might keep having trouble growing if things like risk
management, following the rules, and educating investors don’t improve. Over the
next ten years, it will be imperative to see if Kazakhstan’s investment funds can grow
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into a long-lasting, globally connected financial giant or stay limited by systems
that don’t work well. Using innovative financial tools and future-oriented policies,
Kazakhstan can construct a collective investment sector that is better, more stable,
and more welcoming to investors.
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