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ECONOMIC ANALYSIS  

 
A. Introduction 
 
1. Access to housing is defined as a constitutional right in Kazakhstan.1 The government has 
pursued its fulfillment through large-scale privatization of the public housing stock starting in the 
1990s and various state housing programs, which have sought to establish a housing market and 
maintain support toward universal access. The Asian Development Bank (ADB) financial 
intermediation loan of up to $100 million equivalent will complement existing initiatives and help 
expand commercial lending to underserved segments, with a focus on women borrowers. The 
credit line will be provided to Housing Construction Savings Bank of Kazakhstan (HCSBK) and 
guaranteed by the Republic of Kazakhstan. It will serve as a pilot to demonstrate the development 
impact of a transition away from the banking sub-sector’s reliance on state funding. 
 
B. Housing Finance Sector Analysis 

 
2. With an owner occupancy rate of 97% of the housing stock, Kazakhstan has one of the 
highest homeownership rates in the world. However, its housing market offers limited residential 
mobility and an aging stock that was predominantly built during 1960–1990; 67.1% of all 
households lived in housing built during this period, according to the 2009 census, and almost 
30% of apartment buildings are in need of refurbishment.2 Substandard living conditions affect a 
large proportion of households because of constraints in the coverage of basic public services 
and the high number of unsafe residential buildings, which affecting 78,000 people countrywide.3 
Government-administered waiting lists for subsidized housing indicate an outstanding demand of 
2.5 million households, representing 14% of the population (footnote 2). In some cases, these 
applications have been pending for decades. Subsidized housing is provided to households 
qualified as vulnerable, public servants, and military serviceman; hence, this figure does not 
account for broader market demand, which is partially driven by low satisfaction levels with current 
housing conditions.  
 
3. Housing finance needs are currently largely addressed by state housing programs in the 
absence of a developed housing finance system.4 Banks have limited access to long-tenor 
financing because of the underdeveloped state of the domestic capital markets and rely on 
deposit funding that is short-term, volatile (because of a high concentration of retail deposits),5 
and subject to foreign exchange risk (at least 50% of all deposits were in foreign currencies as of 
1 January 2018) (footnote 2). The cost associated with limited sources of financing leads to 

                                                
1 Article 25 of the Constitution of the Republic of Kazakhstan. 
2 United Nations Economic Commission for Europe. 2018. Country Profiles on the Housing Sector: Republic of 

Kazakhstan. Geneva. The combination of a high homeownership rate, an underdeveloped rental market, and 
unaffordable housing prices (in the larger cities) has led to low residential mobility. The World Bank estimates that 
more than one-third of urban households spend over 30% of their budget on housing (based on 2015 data), which is 
considered a benchmark of housing affordability. These estimates are even higher in Nur-Sultan (66% of households) 
and Almaty (77% of households). W. Seitz. 2018. Urbanization in Kazakhstan: Desirable Cities, Unaffordable 
Housing, and the Missing Rental Market. Poverty and Equity Global Practice Working Paper Series. No. 160. 
Washington, DC: World Bank. 

3 As of 1 January 2017, only 36.4% of homes countrywide had a central hot water supply, 40.7% central heating, and 
66.6% access to wastewater disposal systems (footnote 2). 

4 Low purchasing capacity with regard to the high cost of housing is a key constraint and has led to the growing issue 
of vacant properties despite the high demand (footnote 2). 

5  K. Kapparov. 2018. Financial Inclusion and Financial Literacy in Kazakhstan. ADBI Working Paper Series. No. 876. 
   Tokyo: ADB Institute. 
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conservative bank lending policies (i.e., high down payment requirements and low loan-to-value 
ratios) and a high cost of mortgage credit (both in terms of interest rates and fees). According to 
the Ministry of National Economy, over 70% of economically active citizens are unable to afford 
mortgages offered on market terms (footnote 2). Mortgage loan interest rates range from 15% to 
21% per annum with a 30% down payment and an up to 15-year repayment period (footnote 2). 
Several state housing programs provide financing to the banking sector to improve mortgage 
lending conditions; however, these initiatives target a narrow segment of the market demand, and 
demand far outstrips supply.6 Overall, residential mortgage loans accounted for 11% of the total 
loan portfolio of Kazakh banks as of 31 December 2018 (inclusive of state housing programs), 
representing a shallow housing finance sector.7 The housing finance subsector represented 2.2% 
of Kazakhstan’s gross domestic product in 2018,8 which was substantially lower than neighboring 
countries such as the Russian Federation (4.3%) and Georgia (12.1%). 
 
4. A housing construction savings system was established with state support in the form of 
HCSBK, which is a subsidiary of state-owned National Management Holding Baiterek JSC. The 
deposit-based housing financing model provides below-market lending rates that are fixed for the 
full contract term. Its attractive lending terms have enabled HCSBK to acquire a dominant 
position, with a 49% market share as of 1 January 2019. (Footnote 8). The terms of its standard 
housing loan is a 3.5%–5.0% interest rate, 50% accumulated value in deposits over a 3-year 
period, and a maturity of up to 25 years.9 Furthermore, preliminary loans are available (at an 
interest rate of 7%) to reduce down payment requirements (to as low as 20%) with a reduced loan 
maturity of 8 years (after which the preliminary loan will be converted to a standard housing loan 
at an interest rate of 5%).10 As of the end of 2018, housing loans represented 33% (compounded 
with intermediary loans at 42%), and preliminary loans 25%, of HCSBK’s overall loan portfolio. 
 
5. HCSBK’s housing savings model will enhance its development impact by expanding the 
reach of its product offering, specifically the availability of preliminary financing for depositors. As 
alluded in Para 4, preliminary housing loans offer the lowest down payment requirements (20%) 
available in the market and are well suited to lower-income borrowers with less collateral. The 
average (gross) monthly income of borrowers financed by HCSBK is T227,872, whereas only 
0.9% of the population of Kazakhstan earns a monthly income of T200,000 and above.11 This is 
reflected in HCSBK’s high concentration (55%) of low-income borrowers (i.e., those with monthly 
incomes of less than T200,000) financed under its portfolio of outstanding loans.12  HCSBK has 
further demonstrated its commitment to pursuing a customer-oriented strategy by investing in its 
digital channels to overcome infrastructure challenges and reach rural and remote areas. As of 
31 December 2018, 59% of its borrowers were located outside of the four largest cities of Aktau, 
Almaty, Atyrau and Nur-Sultan. 

                                                
6  Banks that participate in government housing finance subsidy programs offer end-borrowers (i) lower interest rates 

(of 7% under the 7-20-25 program and 11% under the Baspana Hit program), (ii) lower down payment requirements 
of 20% (under the 7-20-25 and Baspana Hit programs), and (iii) an extended repayment period of up to 25 years 
(under the 7-20-25 program). 

7  National Bank of Kazakhstan. 2019. Report of current condition of the banking sector (as of 1 January 2019). Almaty. 
8  Government of Kazakhstan, Ministry of National Economy, Statistics Committee. Dynamics of basic socio -economic 
    indicators of the Republic of Kazakhstan (accessed 3 July 2019). 
9  Intermediary loans are also offered to clients transferring their 50% down payment from savings in other banks, at a 

cost of a 7.0%–8.5% interest rate (with a 25-year repayment period). 
10  A one-time fee of 0.3% also applies across all of HCSBK’s lending products. 
11 HCSBK data. The official (monthly) minimum wage is T42,000, as of 1 January 2019. 
12  As of 31 December 2018, HCSBK’s portfolio of outstanding loans comprised borrowers with a (gross) monthly income 

of less than T200,000 (55%), T200,000 to T300,000 (19%), more than T300,000 to T400,000 (9%), and more than 
T400,000 (11%). 

 

http://stat.gov.kz/important/dynamic
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6. Women borrowers in particular face higher requirements (on average) for obtaining 
mortgage loans because of a significant gender pay gap of 69% and the higher proportion of 
women relying on self-employment (particularly in rural areas).13 HCSBK’s business model 
supports the accumulation of savings and presents an opportunity for lower-income women (with 
higher-risk profiles) to demonstrate their reliability and debt repayment capacity. HCSBK’s 
modality of lending, combined with its stringent underwriting and risk management practices, has 
shown its effectiveness at addressing underserved market segments. HCSBK has the lowest rate 
of nonperforming loans among its peers (0.2% compared with the market average of 5.2% in 2018 
in the mortgage sector).14 This includes a rate of 0.2% of nonperforming loans in its preliminary 
housing loans portfolio, despite the reduced borrower-invested capital (as compared to standard 
housing loans).15 The current unmet demand represents 30,000 women account holders, who 
have not yet been issued a housing loan by HCSBK and have accumulated deposits of more than 
T2 million (qualifying them for a preliminary loan subject to meeting other underwriting criteria), of 
which 4,500 are confirmed to meet all lending requirements.16.  In April 2019  as part of the project 
preparatory activities, HCSBK call centers carried out a survey, which showed that 53% of the 
female depositors contacted expressed interest in receiving more information on the ADB-funded 
mortgage product, and 40% would consider applying for a mortgage loan with such a reduced 
savings requirement. 
 
C. Proposed Market Development Initiative 
  
7. The law governing HCSBK prohibits the use of its deposit funding to develop its 
preliminary lending business, which carries more risks and requires more stringent business 
processes in comparison with market-based external funding.17 It has to date relied on 
government funding (from housing programs) to support its lending expansion of 34% compound 
annual growth rate during 2015–2018.18 The ADB funding will provide HCSBK with the liquidity 
needed to grow and broaden the reach of its preliminary lending business. It will support the 
development of financial products with a reduced down payment requirement of 15% for women 
borrowers with a monthly household income below T200,000 (and of 20% for those above this 
threshold). The ADB funding will be used exclusively to target women borrowers and will use the 
following criteria: (i) maximum monthly household income of T320,000 ; 20% of all mortgages 
financed under the ADB facility will be allocated to women borrowers with a monthly household 
income of less than T200,000; (ii) a house price ceiling of T30 million (about $80,900) for housing 
loans and a maximum loan amount of T3.7 million (about $10,000) for renovation loans; and (iii) 
60% of mortgages will be issued to female borrowers residing outside of the four cities with the 

                                                
13  ADB. 2018. Kazakhstan Country Gender Assessment. Manila. 
14  HCSBK reduces risk by virtue of borrowers’ invested capital; HCSBK’s 50% down payment requirement is higher 

than that of its peers. HCSBK defines nonperforming loans as loans with overdue payments on principal and/or 
interest of more than 90 days. HCSBK’s level of restructured loans reached only 0.1% in 2018 (i.e., 113 loans in 
total). 

15  As of 31 December 2018, HCSBK reports non-performing loan rates of 0.1% on its standard housing loans portfolio, 
0.2% for preliminary housing loans and 0.3% for intermediary housing loans. 

16  HCSBK data. The average loan size to women in 2018 was T8.7 million. Preliminary loans, with a 20% down 
payment, would thus require deposit savings of T2.2 million and above. 
On average, 8% of all depositors cancel their housing savings agreements annually when the deposit accumulation 
period comes to an end (and the deposit requirements are not met). Causes include financial need, use of other 
lending facilities available in the market (including under government housing programs), and devaluation concerns. 

17  Standard housing loans issued by HCSBK follow streamlined underwriting procedures given the strong capital 
contribution of the borrower and their credit history. 

18  As of the end of 2018, HCSBK had T799 billion in liabilities outstanding, of which 83% were customer deposits, 7% 
borrowed funds under state housing programs, 7% bonds and 3% other securities. 
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lowest poverty rates (i.e., Aktau, Almaty, Atyrau and Nur-Sultan).19 The ADB lending facility will 
thus serve to enhance the sustainability of housing finance solutions by supporting the use of 
market-based funding as a source of financing for the subsector. 
 
8. The diversification of HCSBK’s funding base to include near-market financing under the 
ADB loan will help HCSBK adjust its operating model and prepare for its eventual transition to 
commercial financing. The attached technical assistance support to implement the ADB project 
will ensure that broader market progress is made in promoting lending programs and products for 
(lower-income) women. Nationwide assessments will be carried out to estimate the demand for 
new lending products specifically tailored to the financial needs of women borrowers and advise 
the industry on the development of new business opportunities. It will serve to raise the profile of 
women borrowers as a commercially viable business segment.20 
 
D. Program Sustainability and Economic Benefits 

 
9. Through this pilot, the ADB project will help strengthen HCSBK’s preparedness to access 
market-based wholesale financing and thereby demonstrate the viability of a commercial business 
model that no longer relies on subsidized financing. Such a transition of HCSBK towards 
commercial funding would enhance the sustainability of its housing finance business, which 
currently relies on government support to address all but the higher-end market segments. 
 
10. Because of the high cost of a housing purchase relative to household income, 
homeownership requires access to a large amount of accumulated finance. Financial 
intermediation is a key factor in advancing households’ access to improved housing conditions, 
addressing the gap in access to capital and smoothening the impact on household expenditures. 
A continued focus on deepening the housing finance market will thus support broader poverty 
reduction and social welfare objectives prioritized by the government.21 

                                                
19  HCSBK has a footprint across all administrative regions of the country through its extensive branch network. It also 

works with external consultants who use information technology solutions to generate new deposit accounts and 
develop its business in remote areas. 

20  HCSBK reports that its women borrowers have a lower default rate than men; at the portfolio level as of the end of 
2018, female borrowers’ nonperforming loan ratio on mortgage lending was 0.19% compared with 0.39% for male 
borrowers. 

21  This focus will be supported by the project and the attached technical assistance, which will facilitate access of at 
least 5,500 women borrowers to housing finance solutions tailored to their financial profile and needs (and supported 
by public awareness campaigns). 


