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RISK ASSESSMENT AND RISK MANAGEMENT PLAN 
Risk Description Rating Mitigation Measures Responsibility 

1. HCSBK defaults on 
ADB’s loan because 
of credit losses 

L Housing finance is traditionally a low-risk (and low-
margin) business with very low default rates 
worldwide. HCSBK’s business model is low risk 
since it requires a prospective homeowner to 
accumulate up to 50% of the housing unit cost as 
savings before it offers a mortgage loan. Even then, 
HCSBK will use the housing asset as collateral. 
HCSBK has extensive experience in the sector as 
the leading and largest housing finance provider in 
the country. Additionally, it has an extremely low 
NPL ratio of less than 1%. 

HCSBK 

2. HCSBK defaults on 
ADB’s loan because 
of a large fraud 
incident 

L HCSBK is closely regulated by the NBK, which is a 
reputable regulator. ADB has assessed HCSBK’s 
integrity due diligence risk as low. HCSBK’s 
segregation of duties and the generally small size 
of its mortgage loans make it difficult to sustain a 
large fraud incident undetected over a long period. 
HCSBK is also a subsidiary of National 
Management Holding Baiterek JSC, which has 
strong financial position and long-term international 
credit ratings on par with the sovereign ratings of 
Kazakhstan. Baiterek closely monitors HCSBK’s 
financial performance and has an implicit support 
arrangement in place for its subsidiaries, including 
HCSBK.   

HCSBK, Baiterek, 
NBK 

3. HCSBK is not able 
to identify a 
sufficiently large 
number of women 
who are interested 
in the preliminary 
loan product offered 
under the ADB 
project 

M A temporary slowdown in lending would impinge 
HCSBK’s ability to meet its output indicator lending 
targets to women borrowers under the ADB project 
but would not harm the bank in the medium to long 
term. Furthermore, as part of the project 
preparatory activities, HCSBK has carried out an 
extensive market survey among potential women 
borrowers. The results from the survey confirm that 
there is significant interest in the loan product 
offered under the ADB project. Finally, the attached 
technical assistance will strengthen HCSBK’s 
capacity to target prospective women borrowers 
with tailor-made products and services. 

HCSBK 

4. An economic 
slowdown reduces 
demand for new 
housing loans and 
affects the debt 
service capacity of 
existing mortgagors 

M The countercyclical support measures 
implemented by the government have had a 
positive impact on the economy and employment. 
Furthermore, the government is launching a new 
program called the new villages modernization 
program to promote higher rural incomes and 
employment. The project design allows for a 
sufficiently long implementation period to 
accommodate demand fluctuation. 

Government of 
Kazakhstan, HCSBK 

5. HCSBK sustains 
losses because of 
the deprecation of 
the tenge 

M Tenge devaluations are nothing new in 
Kazakhstan, with the most recent occurring in 
2014. HCSBK has performed well since 2014 and 
has actually gained substantial market share 
because all its funding and loans are in tenge, as 
opposed to many commercial banks in 
Kazakhstan, which have suffered substantial 
losses because of a relatively high degree of 
foreign exchange exposure.  

HCSBK 

6. The housing finance 
subsector in 
Kazakhstan is heavily 
distorted because of 

M The project includes a pricing mechanism for the 
mortgage subloans to be offered by HCSBK that 
provides long-term funding on attractive terms  to 
HCSBK while maintaining market principles. 

HCSBK 
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government 
subsidies, 
undermining the 
sustainable 
development of the 
market;  

7. ADB fails to raise 
cost-effective tenge-
denominated 
funding 

L ADB is exploring various options to raise cost-
effective long-term tenge funding, including through 
a local bond issue and swap arrangements. 

ADB 

8. HCSBK breaches 
capital adequacy 
ratios because of 
strong loan growth 

L Financial covenants and regular reporting 
requirements will provide ADB with advanced 
warning of unsustainable lending. 

HCSBK, ADB 

9. Underdeveloped 
governance 
structure of HCSBK  

M HCSBK is subject to the oversight of the NBK and 
has to follow its capital requirements and prudential 
regulations and norms. Its parent company, 
Baiterek, is committed to improving its governance 
as evidenced by its updated corporate strategy. 

HCSBK, Baiterek, 
NBK 

10. Key staff in HCSBK 
leave because its 
board and 
management lack 
the necessary 
commitment and 
ability to retain the 
best talent 

L HCSBK’s management is very experienced and 
has been in place for several years. The bank has 
a strong retention rate and is known in the labor 
market as an attractive and highly sought-after 
employer. 

HCSBK 

Overall M   

ADB = Asian Development Bank, HCSBK = Housing Construction Savings Bank of Kazakhstan, L = low, M = moderate, 
NBK = National Bank of Kazakhstan. 
Source: ADB. 


