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FINANCIAL ANALYSIS 
 

A. Organization Background  
 
1. Housing Construction Savings Bank of Kazakhstan (HCSBK) was founded in May 2003 
pursuant to the 2000 Law on Housing Construction Savings (HCS). HCSBK is to provide equal 
access to the system of HCS to the population, thereby allowing each Kazakh family to own a 
housing unit. Since May 2013, HCSBK has been 100% state owned through National 
Management Holding Baiterek JSC. As a result of its shareholding, HCSBK has been a key 
implementer of the government’s various state programs for housing development. 
 
2. HCSBK’s head office is in Almaty, and its 27 divisions support its entire lending operations. 
It has a network of 17 regional branches, 15 service centers, and 5 service points, thereby 
reaching all the regions of the country. As of 31 December 2018, HCSBK had 1,092 staff, 
including 734 women.  Of its total staff, 660 (60%) are deployed across the regions, while 432 
(40%) are in Almaty headquarters. 
 
3. HCSBK is one of the 28 banks under the regulation and supervision of the National Bank 
of Kazakhstan (NBK). It is a dominant player in mortgage lending, with a 49% (T664 billion) stake 
in the banking industry’s outstanding mortgage loan portfolio as of the end of 2018. This 
contribution is driven by HCSBK’s monoline business model that is solely concentrated on the 
mortgage segment. The model consists of taking long-term deposits from individuals who are 
then granted mortgage housing loans once they have accumulated sufficient savings.  This 
deposit-taking model is similar to that of a contractual savings institution for the housing sector 
that is prominent in Europe, primarily in Germany (where it is known as the Bausparkassen 
model). 

 
4. Per NBK statistics as of the end of 2018, of the 28 banks, HCSBK ranked 9th in terms of 
assets (T998 billion or $2.6 billion) and deposits (T665 billion), 8th in terms of loan portfolio size 
(T664 billion), 10th in terms of interest spread (5.3%), 13th in terms of net interest margin (5.9%), 
9th in terms of capital (with a capital adequacy ratio of 54.6%), 4th in terms of liquidity (with a 
liquidity coefficient of 5.0), and 1st in terms of having the lowest 90 days overdue loan ratio (0.2% 
compared with the industry average of 7.4%). HCSBK’s good industry rankings are further 
corroborated by its rating from Moody’s Investors Service of Baa3 stable, similar with that of 
Baiterek and the sovereign rating of Kazakhstan. 
 
5. HCSBK has been in operation since 2003, and as of 31 December 2018, the bank had 
signed 1.9 million HCS agreements, with 1.3 million outstanding contracts, and had issued 
172,685 loans amounting to T1.1 trillion. The majority of HCSBK’s services have been to women, 
with 56% or 65,601 women mortgagors contributing 51% (T344 million) to the bank’s outstanding 
loans as of the end of 2018. 
 
B. Financial Performance  
 

Table 1: Housing Construction Savings Bank of Kazakhstan  
Financial Highlights (in T Million)  

Indicator 2015  2016 2017 2018  CAGR (%) 

Total assets  474,064 621,550 762,267 998,340 28 

Liquid assets  191,280 218,040 233,285 326,595 20 
Net loans  276,154 326,576 460,058 662,310 34 
Total liabilities  366,481 502,668 609,378 798,678 30 
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Indicator 2015  2016 2017 2018  CAGR (%) 

Deposits  301,033 413,276 526,796 665,498 30 

Borrowings  61,464 68,266 72,102 59,570 1 

Debt securities 0 0 0 57,731  

Total equity 107,582 118,882 152,890 199,662 23 
Net profit  15,232 22,596 25,587 26,455 20 

CAGR = compound annual growth rate. 
Sources: Housing Construction Savings Bank of Kazakhstan audited financial statements from 2015-2018 all with 
unqualified opinions issued by PricewaterhouseCoopers. 

 

Table 2: Housing Construction Savings Bank of Kazakhstan  
Financial Ratios (%) 

Indicator 2015 2016 2017 2018 

Liquidity ratio                     2.20  3.31 3.55 2.67 

NPL ratioa 0.43 0.42 0.30 0.18 

LLR coverage 107.16 80.78 101.93 138.32 

Net past due rate  (0.03) 0.08 (0.01) (0.07) 

Net interest margin 6.29 6.85 6.18 5.98 

Return on equity 14.12 19.96 18.83 15.01 

Return on assets 3.40 4.12 3.70 3.01 

Capital adequacy ratio 40.01 50.60 56.60 54.64 

( ) = negative, LLR = loan loss reserve, NPL = nonperforming loan. 
a For loans more than 90 days past due. 
Source: Housing Construction Savings Bank of Kazakhstan audited financial statements from 2015-2018 all with 
unqualified opinions issued by PricewaterhouseCoopers. 
  

6. Asset Trend. HCSBK’s assets consistently increased from 2015-2018 driven by the 
steady growth of deposits and profitable operations. These additional resources were invested 
mostly in the expansion of loans  and liquid assets with compounded annual growth rates of 34% 
and 20%, respectively. Investments in fixed and other assets, and in information technology, have 
also been made to complement emerging operational needs.  This includes expanding alternative 
channels for accepting payments and developing information technology infrastructure. HCSBK 
has likewise invested in a call center unit equipped with appropriate devices and tools aimed to 
improve the quality of customer service. The unit currently has 70 personnel providing inbound 
and outbound call services, including answering queries, client follow-up, and marketing. 
 
7. Liquidity. HCSBK has ample liquidity, with its liquid assets comprising an average 35% 
of assets and 52% of deposits during 2015–2018. The volume of liquid assets mainly comes from 
deposits, which finance an average of 66% of assets. As the only implementer of the HCS scheme 
in the country, HCSBK has always been proactive in marketing campaigns to encourage deposits. 
This approach, and the bank’s increasing penetration across the regions, further boosts deposit 
growth. Furthermore, the long-term nature of these deposits and their low volatility (given the 
mind-set of each depositor to eventually obtain a mortgage loan) results in continued 
accumulation of deposits rather than withdrawals. 
 
8. Not all deposits generated, however, can be used for loans. HCSBK is prohibited by law 
to use its deposits for expanding or extending preliminary loans. Given this prohibition, and the 
fact that many of the depositors have yet to accumulate sufficient savings to be eligible for a 
housing loan, the majority of idle funds are invested in government securities. This prevents 
incurring a loss on the deposits considering that HCSBK pays depositors 2% interest per annum. 
As of the end of 2018, HCSBK had T129 billion ($339 million) in government securities, which 
yielded interest rates ranging from 8.6% to 9.9% per annum. As of the same date, the bank had 
T665 billion in deposits, 38% (T255 billion) of which were tied up as collateral for the mortgage 
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loans. The remaining 62% (T410 billion) were distributed among 1.24 million HCS contracts 
pending eligibility for a mortgage loan. 
 
9. HCSBK also has borrowings that have always been from the government. These 
borrowings have long-term tenors of more than 10 years and low interest rates ranging from 
0.01% to 1.00% per annum.  As of 31 December 2018, the bank has four creditors, including its 
parent company, Baiterek. Its highest exposure was to the Samruk-Kazyna National Welfare 
Fund amounting to T32 billion, which accounts for 54% of its total borrowings. 
 
10. In 2018, HCSBK issued its first bond of T58 billion ($151 million), 100% of which was sold 
to Baiterek. The bond has a 15-year tenor with an interest rate of 9.6%, payable semiannually. 
HCSBK envisions this as the initial step in accessing funds from local and international sources, 
allowing it to eventually be less dependent on the government for its loan expansion activities. In 
2018, HCSBK was also consistently among the top five banks with the highest liquidity ratios. 
 
11. Loan Portfolio Growth and Quality. Similar with its assets, HCSBK’s loan portfolio has 
consistently increased since 2015. A major factor behind this trend is the increasing demand for 
housing loans driven by population and household growth, rising income, and ongoing 
urbanization. The government’s support through budget allocations for annual premiums on HCS 
and its funding for relending have also been instrumental. HCSBK’s participation under the Nurly 
Zher housing development program facilitated and funded disbursements totaling T100 billion in 
2016-2018. The bank’s investments in information technology infrastructure have also paid off as 
it has been instrumental in expanding collecting and consulting services, and facilitating swift 
correspondence and approval of loan applications. All these have contributed to the increase in 
the bank’s outreach and loan portfolio, particularly in the more remote regions. 
 
12. Despite the expansion of loans, HCSBK has maintained good portfolio quality, with an 
NPL ratio maintained at below 1% during 2015–2018. This performance can be attributed to (i) 
adequate policies, procedures, and controls in relation to loan portfolio management, including 
protocols on instances of default; (ii) a good management information system that promptly 
provides information regarding the status of lending operations and financial performance of the 
bank; (iii) good payment discipline among borrowers given the savings accumulation-based 
business model; and (iv) a prudent collateral policy with 90% of loan portfolio having a loan-to-
value (LTV) ratio of not more than 75% (36% of loans outstanding have a LTV ratio of less than 
50%). Ultimately though, mortgage amortizations are considered a top priority for payment among 
clients given the mortgagor’s motivation to eventually own the housing unit. Mortgagors likewise 
have much more to lose in case of a default considering the collateral (housing unit and savings) 
and the low LTV ratio. 
 

Table 3: Housing Construction Savings Bank of Kazakhstan’s  
Loan Products as of 31 December 2018 

 
Loan Product 

Outstanding Loans Nonperforming Loans 

Amount 
(T million) 

Share of 
Total (%) 

Number of 
Mortgagors 

Share of 
Total (%) 

Amount 
(T million) 

Number of 
Mortgagors 

Housing loans  217,479 33 73,826 62 140 68 

Preliminary loans  166,609 25 19,519 17 362 74 

Interim loans  279,900 42 24,818 21 711 197 

 Total  663,988 100 118,163 100 1,213 339 

 Note: All Housing Construction Savings Bank of Kazakhstan’s loans, deposits, and borrowings are denominated in 
local currency. 
Source: Housing Construction Savings Bank of Kazakhstan audited financial statements as of 31 December 2018. 
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13. Profitability. HCSBK sustained high margins from 2015 to 2018 brought by the growth of 
loans, its good portfolio quality, and cheap sources of funds. However, the structure of its 
revenues derived from interest has changed between 2017–2018, driven by the declining 
percentage of liquid assets to total assets. In 2015 and 2016, liquid assets averaged 38% of 
assets, but in 2017 and 2018, this dropped to 32% as the bank further expanded its loan portfolio.  
Subsequently, interest income from loans contributed a high of 63% to revenues in 2018 
compared to the average during 2015–2017 of 53%. 
 
14. With its profitable operations, HCSBK has been paying dividends to Baiterek, thereby 
complying with Baiterek’s policy requiring dividend payment of 30% from its subsidiaries based 
on consolidated net profit. Compliance was consistent from 2016 to 2018. In 2015, however, 
following the sharp devaluation of the tenge, no dividends were paid. Instead, Baiterek and 
HCSBK paid compensation amounting to T24 billion to depositors for the foreign currency 
exchange difference, which saw the tenge devaluate from T183 =$1 to T339 = $1 in August 2015. 
 
15. As 31 December 2018, HCSBK ranked 10th among the 28 banks with the highest net 
interest margin  at 5.9%. HCSBK also consistently posted returns on equity and assets higher 
than banking industry averages from 2015 to 2018.  For 2018, HCSBK’s return on equity was 
54.6% (compared to the banking industry’s average of 21.4%) and its return on assets was 3.0% 
(compared to the banking industry’s average of 2.6%). 
 
16. Capital. HCSBK is well capitalized with a substantial buffer to absorb growth in risk assets 
and potential credit losses. It had a capital adequacy ratio of 54.6% as of the end of 2018, which 
exceeded the minimum 8.0% regulatory requirement. The bank has good internal capital 
generation capacity brought mainly by its profitable operations. 
 
17. Sensitivity to Market Risk. HCSBK currently has low market risk. As of the end of 2018, 
the bank is not exposed to foreign currency risk since its loans and borrowings are denominated 
in local currency. Risks arising from its future plan to source funds from international sources will 
be managed by HCSBK’s treasury and risk management units through hedging. As to the risk of 
economic downturn, the bank’s high portfolio granularityand savings-based business model, 
coupled with the government’s programs to promote higher rural income and employment, 
especially among women, are expected to cushion the impact of such a scenario. 1  HCSBK’s 
strong performance during the financial downturn of 2014–2016 confirms this assumption. 
 
C. Board and Management Oversight  
 
18. HCSBK has a six-member board, two of which, including the chairman, are from Baiterek. 
The three other members are independent directors, and the last one is the chief executive officer. 
Members of the bank’s board and management have appropriate backgrounds and experience 
and were also found to be very knowledgeable about operations during Asian Development Bank 
due diligence meetings. Operations are adequately managed, with policies, procedures, and 
information technology support all in place to ensure that staff are given sufficient guidance and 
tools to effectively discharge their duties. The bank’s information technology system generates 
daily reports on fund utilization and key performance indicators, weekly reports for monitoring, 
and monthly reports for NBK reporting. Around 80% of all HCSBK’s reports are fully automated. 
 
 

                                                
1 The average outstanding loan per client as of 31 December 2018 was T5.7 million (about $15,000). 
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19. Credit underwriting procedures are detailed, including steps to be taken in the event of 
defaults, including legal actions or recovery efforts. Internal audit and risk management units are 
also in place. The bank engaged one of the big four auditing firms to audit its financial 
performance. PricewaterhouseCoopers has been the banks auditor since 2015, and all audit 
opinions issued since then have been unqualified. 
 
D. Financial Projection and Scenario Analysis  
 

Table 4:  Housing Construction Savings Bank of Kazakhstan’s Projections, 2019–2022 

Indicator 2018a 2019 2020 2021 2022 

Total assets (T million) 998,340 1,128,924 1,278,181 1,418,318 1,558,080 

Liquid assets (T million) 326,595 356,502 413,068 449,391 472,882 

Net loans (T million) 662,310 761,573 852,961 955,317 1,069,955 

Total liabilities (T million) 798,678 907,503 1,033,369 1,148,360 1,268,863 

Deposits (T million) 665,498 758,668 857,294 960,170 1,065,788 

Borrowings (T million) 59,570 75,059 105,082 113,489 132,782 

Debt securities (T million) 57,731 57,731 57,731 57,731 57,731 

Total equity (T million) 199,662 221,421 244,812 269,958 297,241 

Net profit (T million) 26,455 29,012 31,188 33,527 36,377 

Liquid assets to total assets (%) 32.71 31.58 32.32 31.68 30.35 

NPL ratio (%) 0.18 0.18 0.18 0.18 0.18 

Net interest margin (%) 5.98 5.14 4.30 3.80 3.19 

Return on equity (%) 15.01 13.78 13.38 13.03 12.83 

Return on assets (%) 3.01 2.73 2.59 2.49 2.44 

Capital adequacy ratio (%) 54.64 50.66 (49.22) 48.60 48.30 

Net NPL to regulatory capital (%) (0.24) (0.30) (0.33) (0.34) (0.35) 

( ) = negative, NPL = nonperforming loan. 
a Audited figures. 
Source: ADB estimates based on Housing Construction Savings Bank of Kazakhstan audited financial statements as 
of 31 December 2018.  

 
20. HCSBK’s historical financial performance and good financial condition provide a sound 
baseline and ample buffer to move forward with the bank’s planned expansion. Projected growth, 
however, is conservative in line with the bank’s overall strategy to be less dependent on 
government funding and to replace this with funds from local and international sources. Also, with 
the high growth rate in 2018 (62% in gross loans), HCSBK is reviewing its back-office support to 
ensure that it can continue with its expansion plans. Consequently, the capital adequacy ratio is 
projected to decline but remain strong at 48.3% by 2022. Operations are likewise expected to 
remain profitable, although resulting profitability ratios such as the net interest margin and  returns 
on equity and assets trended downward due to the higher cost of funds sourced from the Asian 
Development Bank (expected to be around 9.5%), bonds issuances (9.6%), and other sources 
(12%).  

 
21. HCSBK is expected to withstand financial shocks considering its financial model and 
experience, and its ample loss-absorption capacity. Government support is also highly probable 
given the government’s ultimate ownership, HCSBK’s policy mandate to carry out many of the 
government’s housing finance programs, HCSBK’s significant 49% market share in the banking 
sector’s mortgage market, and the government’s track record of supporting banks through capital 
injections and funding.  At the projected 48.3% capital adequacy ratio by 2022, HCSBK can 
absorb potential losses of T288 billion ($625 million) and still comply with the minimum 8% capital 
adequacy ratio requirement of the National Bank of Kazakhstan.  


