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THE MODERN CONDITION
OF THE FINANCIAL MARKET OF KAZAKHSTAN

Abstract. The various segments of the financial market are closely interconnected, which is economically
manifested and justified by the movement of financial flows and the desire to equalize the profitability of financial
instruments of different segments. Analysis of financial indicators of the financial market, as a rule, is carried out
from the position of a particular segment. The article analyzes the financial condition of the banking sector of
Kazakhstan, as one of the segments of the financial market.
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In the Message of the Head of State "New development opportunities in the conditions of the fourth
industrial revolution" N.A. Nazarbayev pays great attention to the financial sector of Kazakhstan. The
head of state pointed to the "reset" of the country's financial sector. This part of the Message is very
specific and contains fundamentally important measures that are aimed at solving the problems of
development of the financial sector of the country as a whole.

To increase the sustainability of the banking sector, the Address sets a number of tasks. First of all,
they need to complete the cleaning of portfolios from "bad" loans. It also raises the question of the need to
establish the responsibility of bank owners for the losses of these financial institutions - this is necessary
to improve the quality of management, limit opportunities for abuse, and also in the context of the
problem of reimbursing public funds spent on supporting banks. In this vein, it is proposed to consider
withdrawing funds from banks by sharcholders as a felony [1].

The head of state instructed the chairman of the National Bank to tighten control over the banking
sector. This control should be tough, timely and effective, which should prevent new cases of abuse in
banks, the consequences of which have to be overcome with massive infusions of public funds.

The banking market in Kazakhstan is changing. Several factors contribute to this: the political will of
the country's top leadership, stricter regulation by the National Bank, new rules in IFRS 9 (international
financial reporting standards), increased competition in the market, a shortage of qualified personnel, and
much more. Numerous challenges faced by banks, divided them into, relatively speaking, the rich and the
poor. If the former feel, then the latter have to survive.

As a result of the event held by the financial regulator, it can be noted that the cleaning went to the
banking sector in favor - the total profit of the second-tier banks of the Republic of Kazakhstan amounted
to more than 400 billion tenge by the autumn of 2018. This is the highest figure in recent years [2].

The assets of the Central Bank of Kazakhstan in August 2018 decreased by 0.5% (minus 133.1 billion
tenge) and amounted to 24.1 trillion tenge. A month earlier, the indicator remained almost unchanged -
only plus 0.05%, or 11.5 billion tenge. The last time a noticeable monthly increase was observed in June -
immediately plus 3.2%, or 748.3 billion tenge, by May of the current year.

Over the year (August 2018 to the same month of 2017), the assets of the Middle East Bank of
Kazakhstan increased by only 0.2% or 45.1 billion tenge. A year earlier, the volume of assets for the
corresponding period showed a decline - minus 3% or 744.1 billion tenge (from 24.8 to 24.1 trillion
tenge).
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Figure 1 — Assets of STB RK, September 2018, trillion tenge

The profit of the Middle East Bank in January-August 2018 amounted to 418.6 billion tenge. - This is
the highest figure for the same period since 2010, when profit amounted to 1.5 trillion. tg. A year earlier,
in January-August, the banking sector of Kazakhstan in the aggregate suffered losses of 160.3 billion
tenge. Such data leads ranking kz. [3].

Of the 29 STBs operating in Kazakhstan in August (there are 28 banks at the moment), 26 received
profits.

The average monthly profit of the RBO in the current year amounted to 52.3 billion tenge. The
highest rate was in February - 90.3 billion tenge, the lowest in July - 47.6 billion tenge.

Profit for August amounted to 49.8 billion tenge, which is 4.6% more than in July.

90,3

549 69,2

m 145,1 § 2143 2839

201801 2018/02 2018/02 2018,i04 2018,05 2013,i06 201807 2018408

. total

e C FOV T

Calculations Ranking. kz based on Mational bank data

Figure 2 — Profit of STB RK, August 2018, billion tenge

The situation in the banking sector is changing. The credit market after a significant decline in 2017
actually stagnates. By September, the loan portfolio of the Middle East Bank of Kazakhstan amounted to
13.6 trillion tenge - by 1.2% less than a year earlier, and immediately by 13.2% less than in the same
period of 2016.

However, the quality of loans has noticeably improved: by the end of the summer, loans with overdue
payments amounted to only 13.1% of the portfolio, while the most dangerous loans with overdue over 90
days amounted to only 8.2%. For comparison, a year earlier, the figures were 18.8% and 12.8%,
respectively.

3056
2 25%
10 2
0%
2
g 15%
) 10%
2 =
1] 066
201008 2011/08 2012/08  2013/08 2014/08 2015/08 2016/08 2017/08 2018/08
B S hare of overdue loans (%) B Share of overdue loans over 30 days (%) B Lcan portfolion of STE RK

Calculations Ranking. kz based on Mational bank data
Figure 3 —Loan portfolio of STB RK, trillion tenge
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Against the background of the reduction in the number of banks and stagnation in lending, the
competition of STB for reliable customers-borrowers is growing in the market. One of the tools to attract
Kazakhstan people who have already proven themselves to be conscientious payers of loans is the system
of refinancing loans. Refinancing is also beneficial to the lenders themselves, because it allows them to
choose more favorable conditions for Bank loans.

Treasurers of quasi-state companies traditionally prefer not to risk and place deposits at a low interest
rate actually in a single Bank. In turn, bankers also do not risk and are invested in the notes of the national
Bank. Thus, it turns out a trivial cycle of public money in the country, the flows from which only a
relatively small amount fall into the real economy.

The landscape of the country's banking sector has changed significantly this year. Tighter regulation
has led to the withdrawal of insolvent players from the market. As a result, today there are actually 28
banks in Kazakhstan. We found out how small players developed in the first half of the year under the
conditions of continuing turbulence.

In late August, lost a banking license and will be forcibly liquidated Eximbank and Qazaq Banki. In
mid-September, the same fate befell the Bank of Astana. The head of the national Bank assured that as
soon as the court decision comes out and the verdict comes into force, the depositors of these banks will
return all the money [4].

However, it is necessary to pay tribute that improvement for some banks passes successfully.
According to the national Bank, the level of NPL (non-performing loans) in the loan portfolios of banks
for the first half decreased from 9.3% to 8.8%. From the General list of banks participating in the recovery
program, the three managed to improve their performance. Thus, the share of NPL has decreased since the
beginning of the year In the Bank CenterCredit, ATF Bank and Eurasian Bank.

Assessing the results of the first seven months, such medium-sized banks as AsiaCredit Bank, Alfa-
Bank, Nurbank, Altyn Bank, HomeCredit Bank, the dynamics of the transition of standard loans to the
category of problem ones remains at the same level, acceptable according to the requirements of the
regulator. In these banks, the NPL level varies from 0.44 to 8.18% [5].

Large financial institutions can count on the support of the state, which is confirmed by recent
statements on the redemption of agricultural loans by the Fund of problem loans from Tsesnabank in the
amount of 450 billion tenge. Although after that, the Bank had some problems. Well, medium and small
banks have to rely only on themselves. At the same time, to reduce the share of problem loans in the
portfolio of STB, the regulator provides for the possibility of creating special companies to manage
doubtful assets, which, unlike banks, have the right to sell, lease, transfer to trust management, etc.For
example, in August this year, the national Bank issued a permit to AsiaCredit Bank to create LLP
"organization for managing stressful assets of the Bank". Purchase of doubtful assets by this company
from the Bank, as well as quality management of these assets, will allow the company to receive revenues
that will be used to repay problem loans and, accordingly, to improve the quality of the loan portfolio [6].

Despite the fact that small players did not fall under the rehabilitation program, they continue to
successfully develop, create reserves and maintain liquidity ratios at the required level. As of July 1, the
average k1 in the market was 16.5%, while the minimum should be 7.5%.

One of the important indicators, such as the current liquidity ratio, k4, the regulator requires banks to
maintain at a level no lower than 0.3%. At AsiaCredit Bank, this figure is 0.715, which exceeds the
required level of fin. regulator more than 2 times. In VTB, Tengri, Nurbank, the indicator is in the range
from 0.575 to 1.047.

This year at least five small banks were downgraded to CCC. Although some financial institutions
downgrades were not so catastrophic. Recently, the international rating agency S & P downgraded the
Tengri Bank's long-term credit rating from B + to B, the national scale rating from kzBBB to kzBB + and
placed the ratings on the CreditWatch list. Other players managed to keep the ratings at the same level, for
example, in summer this agency confirmed the long-term and short-term credit ratings of AsiaCreditBank
at the level of “B-/B” [7].

Futurologists and bankers predict that financial institutions of the future will be more like IT
companies or financial ecosystems than classic banks. In Kazakhstan, there is already such an example -
Kaspi Bank, which remains the market leader, thanks to the created online service and the development of
online products. On the other hand, there are “invisible” for customers technologies associated with the
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issuance of electronic money and the processing of such payments. Thanks to them, customers can make
payments through e-wallets and Internet portals [8].

In this segment, which year already, AsiaCredit Bank remains the leader, occupying a quarter of the
market in terms of the issue of electronic money. The Bank is also the leader in the number of payment
systems for which electronic money is issued. To understand the scale of such operations, it is worth
remembering that only last year the republic issued electronic money worth 331.6 billion tenge.

Thus, today, Kazakhstani banks are creating services that are on the verge of financial services and
technologies, are involved in the issuance of electronic money, thereby stimulating the development of
non-cash and online payments. All this leads to the fact that banking services are becoming more
affordable, cheaper and more comfortable for customers.
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""Kapsker akazemusice” AK Acrana, Kasakcras;

2« ARMeriT) TYMAHHTAPIBIK-TCXHUKATBIK HHCTHTYTHI

KA3AKCTAHHBEIH KAPJKEI HAPBIFEIHEIH KA3IPTT JKAFTABI

AnnoTtamust: Kap>kKel HApBFBIHBIH SPTYPJIL CETMEHTTEP] 63apa THIFBI3 OAMIAHBICKAH, 0JI KAP>KbI aFbIMAAPBIHBIH
KO3FaJIbICEIMCH SKOHOMHMKAJBIK TYPFBIIAH KOPIHIC Taba bl )KOHE SPTYPJIl CETMEHTTEPIIH KAPKBIIBIK KYPAITaPbIHbIH
TaOBICTBUIBIFBIH TCHECTIPYTE YMTHIIAAbL. Kap»Kbl HAPBIFBIHBIH KAPKBUIBIK KOPCETKIIITEPIH Tanaay epexxe OOWbIHIIA
HAKTHI OIp CETMEHT TYPFBICHIHAH JKYprizineni. Makaraaa KapsKbl HAPBIFBIHBIH Oip Kypaymbichl KazakcTaHHBIH OaHK
CEKTOPBIHA KAPKBLIBIK TAIAAY XKYPTi3lIreH.

Tyiiin ce3aep: Kap>Kbl HAPBIFBL, KAPXKBIHBI PETTCYINI, OAHKTIK CCKTOP, KAP:Kbl HHCTUTYTTAPHL, KAP/KbI HAPHI-
FBIHBIH CETMEHTTEPI, KAP>KBUIBIK aFbIM, KAP/KbLIBIK Kypaiaap.
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COBPEMEHHOE COCTOAHUE ®UHAHCOBOTI'O PBIHKA KA3AXCTAHA

AnnoTtanus: Paznuanbie cerMeHTH (DHHAHCOBOTO PHIHKA TECHO CBSI3AHBI MEXIY COOOM, UTO SKOHOMHUYCCKH
TIPOSIBIBIETCSI M OOOCHOBBIBACTCS IBIHKCHHEM (DHHAHCOBBIX IMOTOKOB M CTPEMJICHHEM K YPABHHBAHHIO JOXOJHOCTH
()MHAHCOBBIX MHCTPYMCHTOB PAa3HBIX CETMCHTOB. AHamW3 (PMHAHCOBBIX MOKA3aTelICH (PMHAHCOBOTO PBHIHKA, KAK
MPABWJIO, IPOBOJMTCS C TO3HIHH KAaKOTO-THOO KOHKPETHOTO CErMeHTa. B craThe aHaim3upyercs: (PHHAHCOBOC
COCTOsTHHE OAHKOBCKOTO cekTopa Kazaxcrana, Kak 0THOTO M3 CETMEHTOB (PHHAHCOBOTO PHIHKA.

KmoueBnie cioBa: (HUHAHCOBBIH PHIHOK, (DHHPETYIATOP, OAHKOBCKHH CCKTOP, (DHHHHCTHTYTBI, CCTMCHTHI
(PMHAHCOBOTO PHIHKA, (PMHAHCOBBIH MOTOK, (HHAHCOBHIC HHCTPYMCHTHI.
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