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IMPORTANCE OF SECOND LEVEL BANKS AT THE STAGE
OF MODERNIZATION OF THE ECONOMY OF KAZAKHSTAN

Abstract. The article discusses the role of development of second banks (STB) in the context of the
implementation of the third modernization of the economy of Kazakhstan. According to the authors, a developed
banking system is the basis of a modernized economy, and therefore, there is a growing need for the operation of
several large universal banks that accumulate large amounts of financial resources. Financial intermediation of
second-tier banks will allow business entities wishing to efficiently manage their money capital to become strategic
investors in the economic modernization of Kazakhstan. Therefore, it is important to study the problems and
prospects for the development of banking in the conditions of growing uncertainty and cyclical development of the
economy. An important condition for a full-fledged and high-quality financing of the modernization process is to
achieve sustainability of the financial system of Kazakhstan, where second-tier banks play an important role.
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INTRODUCTION

The role of commercial banks as financial intermediaries in lending to the real sector of the economy
is increasing. Large banks will provide full funding for the economy. Today, there is a tendency in
Kazakhstan to consolidate the banking sector through the processes of merging banks, which will allow to
combine capital and other available resources necessary to meet the needs of the economic system,
especially high-tech industries. The consolidation of banks will increase the willingness to accept risks of
regulation and the mutual coordination of modernization activities. Thus, according to the National Bank
of Kazakhstan, as of January 1, 2017, the banking sector in Kazakhstan is represented by 33 second-tier
banks, of which 15 are banks with foreign participation, including 11 subsidiary banks. Then, as of
January 1, 2011, 39 second-tier banks operated in the country.

MAIN PART

Financial intermediation of second-tier banks will allow business entities wishing to efficiently
manage their money capital to become strategic investors in the economic modemization of Kazakhstan,
the creation of new industries and the introduction of advanced technologies [1]. Consider the dynamics of
indicators reflecting the role of the banking sector in the economy of Kazakhstan (see table 1).

Table 1 - Dynamics of relative indicators characterizing the role of the banking sector in the economy of Kazakhstan [2]

Name of the indicator / date 2013 2014 2015 2016 2017
GDP, billion tenge 30 347 34443 4 386244 40 884.1 44 3540
The ratio of assets to GDP,% 45, 7% 44.9% 47.2% 61,4% 57,6%

Loan portfolio to GDP ratio,% 38.4% 38.8% 36,7% 37,9% 35,0%
The ratio of customer deposits to GDP,% 28,1% 28,6% 29.4% 41,7% 38,9%
The ratio of the allocation of funds in domestic assets 1,145 1,133 1,148 1,157 1,041
according to the Committee on Statistics of the Ministry of National Economy of the Republic of Kazakhstan

As can be seen from the data of table 1 in the period of 2016-2017, the indicators of the banking
sector declined slightly relative to the country's GDP. This is primarily due to the fact that the
consequences of the global crisis of 2008-2009 continue to affect the state of the banking sector, which
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should become the locomotive of the modemized economy. In the global economy, open international
money flows affect the exchange rate and interest rates within the country. This is manifested in the
financial system of Kazakhstan [1].

In order to implement the Address of the President of the Republic of Kazakhstan Nazarbayev N.A. to
the people of Kazakhstan ““The Third Modernization of Kazakhstan: Global Competitiveness™ in 2017, the
National Bank of Kazakhstan adopted the Program for Improving the Financial Sustainability of the
Banking Sector of the Republic of Kazakhstan, one of the main goals of which is to restore lending to the
real sector of the economy, to ensure uninterrupted banking services for the economy and the population,
and to ensure competitive banking sectors within the framework of integration processes (WTO and SES).

The second-tier banks and state development institutions (Development Bank of Kazakhstan,
National Innovation Fund, etc.) have great potential for attracting international loans and loans to finance
the Kazakh economy. The regional integration of the financial payment and foreign exchange systems of
Kazakhstan is important for the financial support of modernization. In this case, banks play an important
role.

Scientists Bayniyazov M. and Kaygorodtsev A.A. believe that banks will have to be responsible for
lending effective modernization, ensuring the stability of the national currency and, ultimately, for the
state of the balance of payments of the country [1]. At the same time, in their opinion, the list of
authorized commercial banks that directly work on the implementation of the national strategy should be
determined, their contribution to the growth of social production efficiency should be stimulated. The
National Bank needs to create a special unit coordinating the activities of authorized investment
institutions for the implementation of the national strategy.

These measures should lead to the search for additional impulses for modemization, open access for
enterprises and financial sector entities to the world market, which will diversify risks, gain benefits from
the export of capital, and strengthen the competitive advantages of the countries participating in regional
unions by overcoming the limitations small financial systems.

Assets of second tier banks of the Republic of Kazakhstan as of January 1, 2017 amounted to
25,556.8 billion tenge (at the beginning of 2016 - 23,780.3 billion tenge), an increase in 2016 - 7.5%. In
the structure of assets, the largest share (56.9% of total assets) is in the loan portfolio (principal) in the
amount of 15 510.8 billion tenge (at the beginning of 2016 - 15 553.7 billion tenge), a decrease in 2016 -
0.3% [2].

The lending market is experiencing a gradual recovery. For 9 months of 2017, the increase in the
volume of loans issued by banks amounted to 4% compared to the same period last year. The volume of
loans in national currency increased by 11% to 9.5 trillion. tenge The average rate on loans following the
base rate of the National Bank decreased from 14.5% in December 2016 to 14% in September 2017.

The liabilities of second-tier banks of the Republic of Kazakhstan at the beginning of 2017 amounted
10 22,716.2 billion tenge (compared to the beginning of 2016 - 21,290.2 billion tenge), an increase in 2016
- 6.7%. In total liabilities of second-tier banks, the largest share was held by customer deposits - 76.0%
and issued securities - 7.8%. The obligations of second-tier banks of the Republic of Kazakhstan to non-
residents of Kazakhstan amounted to KZT 1,687.5 billion or 7.4% of total liabilities [2].

The deposit market continues dedollarization processes. The share of deposits in foreign currency
decreased from 55% at the beginning of 2017 to 49% in September 2017. It is expected that the
preservation of stability and predictability in the domestic foreign exchange market, the reduction of
inflation will continue to stimulate savings in tenge. Private capital can also be used to finance
modemization processes in Kazakhstan. By accumulating depositors' money in their accounts, banks
collect sufficient amounts for the full-fledged financing of measures envisaged by the goals of
modernization.

In times of crisis, the state is interested in supporting banks in order to ensure the sustainability of the
entire financial system and economy. In this regard, the President of the Republic of Kazakhstan entrusted
to take a set of measures to improve the banking sector. Not timely adoption of these measures can reduce
the credibility of banks, as economic intermediaries, which is necessary to ensure the stability of the
economy.

Government measures to ensure the financial sustainability of the banking sector will be implemented
in three main areas: 1) changing the regulatory and supervisory environment to improve the quality and
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responsiveness of the supervisory response; 2) rchabilitation of the backbone bank; 3) measures to
recapitalize large banks [3].

In order for the economy to resist such influence, it must be laid the foundation for independent
capital formation. This requires a transition to international standards of prudential regulation for second-
tier banks, the development of the reinsurance sector for risk insurance, as well as sufficient awareness of
participants in the financial system. In an integrated bank this is easier to achieve. The basis and the main
support of the country during the modernization will be financial capital, which will be placed as private
capital in the shares of large banks, and banks, in turn, will have shares in the capital of industrial
enterprises. Such capital will help create new industries and introduce new technologies.

Currently, banks have cash accumulated and constantly growing in the pension system in the form of
deposit funds and savings deposits. It is banks that have the most experience in financing and servicing
investment projects. Consequently, Kazakhstani enterprises will be able to develop dynamically with
financial support from banks.

It is undesirable to finance domestic projects by transnational corporations, since there is a high risk
of absorption of national enterprises by foreign companies. The profits from such investments ¢ither go
beyond the national economy or are reinvested in the securities of foreign firms. For domestic enterprises,
it is preferable to cooperate with domestic banks, with which they have a common goal - the
modernization of the national economy.

Strong business is a condition for creating strong states. In turn, a strong business cannot be created
without sufficient funding. For this it is necessary to resort to the help of banks and other financial
institutions, which are accumulators of money. If banks work stably, the economy will be continuously
supplied with the necessary funds.

Second-tier banks take part in the implementation of the unified program of business support and
development “Business Road Map - 20207 (hereinafter - CST - 2020), which contributes to the
development of the private sector, entrepreneurial initiative and business ability, productive employment
and development of mass entrepreneurship. This is a program of issuing government grants and loans,
reducing interest payments on loans, guaranteeing loans and training entrepreneurs, aimed at supporting
and developing business in Kazakhstan. The goal of the program is to ensure sustainable and balanced
growth of regional entrepreneurship, as well as to maintain existing and create new permanent jobs.

The program provides four areas in which the state supports private entreprencurship in Kazakhstan:
1) support for new business initiatives, 2) recovery of the business sector (currently, applications for this
area are suspended), 3) reduction of currency risks for entrepreneurs, 4) provision of non-financial public
support - strengthening entreprencurial potential. The purpose of these tools is simple - to reduce the cost
of loans for enterprises operating in priority sectors of the economy. If a businessman takes a loan under
the Business Roadmap 2020 program (its size should not exceed 4.5 billion tenge), at 14% per annum, of
which 7% is paid by a businessman, and the difference is Damu Fund. The term of the subsidy is 3 years,
while prolongation is allowed up to 10 years. Now business loans are very expensive, the interest rate
reaches 16-18%, and if it is a novice businessman, it can exceed 18% per annum. With all this in mind, the
subsidies for the “Business Road Map 20207 program, paid by the Damu Fund, are an excellent tool for
small and medium businesses.

CONCLUSION

“Damu” Fund cooperates with partner banks with which a loan subsidy agreement has been
concluded and loan guarantee projects signed. Subsidies can be obtained not only if you take a loan for
investment purposes (for the purchase of equipment, buildings, etc.), but you can also receive subsidies for
loans aimed at replenishing working capital. The amount of the subsidized loan for working capital is up
to 60 million tenge, in this case the Damu Fund can also provide its loan guarantee. This is a very good
support for businessmen, for whom it is important that the production cycle is not interrupted. The most
active banks in terms of the number of paid subsidies and guarantees issued were Sberbank, Halyk Bank
of Kazakhstan, Bank CenterCredit [4].

Thus, the banking system is one of the main factors affecting the ability of the state to pursue an
independent and effective economic policy and modernization of the economy.
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IIT.EcenoB arsiamarsl Kacnuii MEMJICKETTIK TEXHOJIOTHSIAP YKOHE HHKUHUPHHT YHHBEPCHTETI

KA3AKCTAHHBIH 9KOHOMUKA HbI JKAHFBIPTY )KOBACBIHIAFbI
EKTHIII JEATEMITK BAHKTIH MAHEI3ABLIBIT B

Annortamust. Makanaga KazakctaH 3KOHOMHKACHIH YIIIHINI YKAHFBIPTY IBI JKY3€T€ achIpy KOHTEKCTiHAE Exinmm
6ankrepai (E/Ib) naMybIHBIH peri TaJKbIIaHABL ABTOPIAPIBIH MIKIpiHINE, JAMBIFAH OAHK KYHECI KaHAPTHUIFAH
SKOHOMUKAHBIH, HET131 00BN TaOBIIAIbI, COHABIKTAH YJIKCH Kap>Kbl PECYPCTAPBIH KHHAKTAUTHIH OipHenre amobedan
omMOcOan OaHKTCPAIH >KYMBIC ICTCYiHC KaKCTTUTK Oap. ExiHmi acHreiimeri OaHKTCPAiH KAP/KBUIBIK ICTIATABIFBI
KazakcTaHHBIH 3KOHOMHKACHIH KAHFBIPTY KE3iHIC CTPATETHSIBIK HHBECTOpJIAp OONy VINIH aKImamad KalUTaIbIH
THiMAI OacKapyJpl KaJdaWTHIH IHAPYAIIBUIBIK CyOBEKTiNEpiHE MYMKIHAIK Ocpermi. COHABIKTAH IKOHOMHKAHBIH
Oenrici3airiMeH JKOHE LUKIIIK AaMyblHAA OAHKTIK JaMyJblH IpoOJeManapbl MEH ICPCICKTHBANAPBIH 3EPTTECY
MaHbI3AbL. JKaHFBIPTY YACPICIH TONBIKKAHABI YKOHE CAaiIbl KAP>KbIIIAHABIPY AbIH MAHBI3IBI INAPTHI CKIHIII TCHTeHaeT]
OaHKTCP MAHBI3IBI PONT ATKAPATHIH KA3aKCTAHHBIH KAP/KBI KYWCCIHIH TYPAKTBUIBIFBIH KAMTAMACHI3 €Ty OOJBIT
TaObLIAIBL.

Tyiiin ce3jep: exiHm AcHreia OaHKTEP, YKOHOMHKAJBIK KAHFBIPTY, KAPKbUIBIK TYPAKTBUIBIK, XahaHIBIK
Oocexere KadIIETTiMIK.
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Kacmuiickuii roCcy JapCTBEHHBIN YHUBEPCUTET TEXHONOTUH M MHKUHHpHHTa nMeHH 11 EceHoBa

BA’KHOCTb BAHKOB BTOPOT'O YPOBHA
HA 9TAIIE MOAEPHU3AIINHU S KOHOMHUKHN KASAXCTAHA

Annoramms. B cratee paccMOTpeHa potb pa3sutusa 0aHkoB Broporo (BBY) B yCnoBmax peammsanum TpeThei
MoAcpHm3auy 3koHOMHKH Kazaxcrana. [lo MHEHMIO aBTOpOB, pa3BuTasi OAHKOBCKAs CHCTEMa SBILIETCSI OCHOBOH
MOJICPHH3HPYEMOH SKOHOMHKH, B CBS3H C HCM, BO3PACTACT HEOOXOAMMOCTH (DYHKIMOHHPOBAHUS HECKOIBKHX
KPYIIHBIX YHHBEPCAJBbHBIX OAHKOB, aKKyMyJHpyHommx Ooxpmme oObeMbl (PHMHAHCOBBIX pecypcoB. DHHAHCOBOE
MOCPCIHUYCCTBO OAHKOB BTOPOTO VPOBHA TMO3BOJIHT OOCCHCUHTH XO3MHCTBYIOIIMM CYOBCKTAM, >KCTIAFOIIUM
3((}EKTHBHO YIPABIATh CBOUMH JACHESKHBIMY KAIMUTANAMH, CTATh CTPATETHUCCKUMH HHBECTOPAMH SKOHOMHYECKOH
Momepam3anun Kaszaxcrana. [loaToMy BaKHO HCCACAOBAHHC MNPOOJICM W MCPCHCKTHB PA3BHTHA OAHKOBCKOH
JESITENPHOCTH B YCIOBHSIX POCTA HEOMPENCIEHHOCTH W IMKIMYHOTO PA3BUTHA SKOHOMHKH. BaKHBIM yCIOBHEM
TIOJTHOLICHHOTO M KAYECTBEHHOTO (PHMHAHCHPOBAHMS IPOIECCA MOACPHUBALMH SBILICTCS JOCTH)KEHHE YCTOIIHBOCTH
(pmHaHCOBOM cucTembl Kazaxcrana, rie BayKHYFO POJIb HTPAIOT OAHKH BTOPOTO YPOBHS.

KimoueBpie cioBa: OaHKH BTOPOTO YPOBHA, MOACPHH3AIMS 3KOHOMHKH, (DHHAHCOBAS YCTOHYMBOCTS,
TI00aTbHAS KOHKY PCHTOCTIOCOOHOCTS.
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