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SECTOR ASSESSMENT (SUMMARY): FINANCE (HOUSING FINANCE) 
 
A. Sector Road Map 
 
 1. Sector Performance, Problems, and Opportunities 
 
1. Financial sector dominated by the banking subsector. The financial sector of 
Kazakhstan is dominated by the banking subsector, which accounts for 69% of total financial 
sector assets, with total assets of T24,538 billion as of 1 January 2019. While the capital market 
remains relatively underdeveloped, the pension system has been growing in 2010-2019, reaching 
T9.2 billion in assets as of 1 January 2019 (an 18.4% year-on-year increase), and the country 
also has a nascent insurance industry (T990 billion, of assets on the same date).1 
 
2. Because of mergers and closures, the banking industry is highly concentrated, with the 
five largest banks comprising over 60% of total banking subsector assets (equal to about 42% of 
the country’s gross domestic product) in 2018. The banking industry comprised 28 banks as of 
the end of 2018, after consolidation of the two largest banks in terms of capitalization (Halyk Bank 
and Kazkommertsbank) and the revoking of licenses of three banks (Qazaq Banki Astana Bank, 
and Eximbank). In addition, an acquisition of KassaNova Bank by ForteBank was approved in 
March 2019.  
 
3. The 2007–2008 global financial crisis severely affected Kazakhstan commercial banks, 
resulting in a massive liquidity outflow, a decline in the availability of domestic credit, and a severe 
drop in asset quality. Consequently, the banking sector suffered an overall net loss, which led to 
government intervention to stabilize systemically important banks (by either becoming a 
shareholder or placing large deposits). Consequently, in 2008–2009, Kazakhstan’s state budget 
and the National Fund of the Republic of Kazakhstan allocated a total of $19 billion (or 14% of 
the country’s gross domestic product) for the implementation of these measures. The National 
Bank of Kazakhstan (NBK) also launched the Program for Enhancing the Financial Sustainability 
of Banks in 2017. Under the first stage of the program, the country’s five second-tier banks 
received government support worth T653.7 billion ($1.9 billion); the second stage of the program 
will focus on enhancing the overall banking sector. After reaching a peak of 36.5% in 2008, the 
overall level of nonperforming loans in the banking sector declined to 12.3% in 2017 and to 7.9% 
in 2018 (as reported by the NBK, although international credit agencies estimated the level of 
nonperforming loans to be 35%–45% of the total outstanding loans).2 
 
4. Kazakhstan’s financial market development was ranked 114th out of 137 countries in the 
World Economic Forum’s 2018 Global Competitiveness Report (down from 104th in 2017).3 
Structural weaknesses in the banking subsector that have not yet been effectively addressed are 
related to ownership structure, asset quality, and regulation. In addition, continued government-
directed credit policies create market distortions whereby funds sourced at attractive rates from 
international creditors, the National Fund, and the Unified Accumulated Pension Fund are 
advanced to preferred recipients and state-owned enterprises (largely focused on commodity 
sectors of the economy). This creates fiscal costs, distorts investment incentives, and undermines 
the banking sector’s contribution to economic development. 
 

                                                 
1  National Bank of Kazakhstan (NBK). 2019. Report of current condition of the banking sector. Almaty. 
2  The decline was also the result of a series of bailouts by the NBK and the government in 2008, 2015, and 2017. 
3  World Economic Forum. 2017. The Global Competitiveness Report 2017–2018. Geneva. 

http://www.adb.org/Documents/RRPs/?id=52334-001-3
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5. Housing finance subsector. The mortgage finance sector in Kazakhstan is severely 
underdeveloped; mortgage loans equaled only 2.2% of gross domestic product in 2018, 
compared with 4.3% in the Russian Federation, 4.8% in Uzbekistan, and 12.1% in Georgia.4 
Similarly, residential mortgage loans as of April 2019 amounted to only T1.4 billion, accounting 
for about 11.0% of the total loan portfolio of Kazakh banks as of 31 December 2018 (footnote 1). 
This was also modest when compared to other countries in the region such as Uzbekistan (14.2%) 
and Georgia (24.5%).5  As of April 2019, 97.2% of all outstanding mortgages were in local 
currency. 
 
6. The housing finance sector is dominated by (i) Housing Construction Savings Bank of 
Kazakhstan (HCSBK), whose market share tripled from 16% in 2016 to 49% in 2018, and which 
outperformed its competitors with a 35% annual growth rate in its housing loans portfolio during 
2016-2018; (ii) Halyk Bank, the largest bank in Kazakhstan by assets and the second largest 
player in the country’s housing finance market with a 16% market share (and a housing finance 
portfolio one-third the size of HCSBK’s); (iii) Bank CenterCredit; and (iv) Sberbank. These four 
banks combined have an 86% market share for residential mortgage and housing construction 
loans. As a result, the market is very concentrated at the top and fragmented at the bottom, 
whereby other commercial banks’ market share represents less than 4%.6 
 
7. Housing market. The real estate market in Kazakhstan is currently ranked the 11th most 
expensive in the world according to an international housing affordability index—well ahead of 
neighboring countries such as Azerbaijan (22nd), Georgia (26th), and the Russian Federation 
(29th).7 The housing affordability index is currently 13 years, which means it takes on average 
13 years to accumulate the required savings for the purchase of new real estate. Housing 
affordability is stifled by the following factors: (i) the sharp local currency devaluation during 2014–
2015 and depreciation since 2017, (ii) the sharp increase in inflation from 6.6% in 2014 to 14.6% 
in 2016, (iii) the corresponding annual increase of housing prices by 14% in the primary market 
and 17.6% in the secondary market, (iv) a decrease in purchasing power of consumer wages 
after 2015; and (v) a decline in mortgage financing by commercial banks from 2015. 
 
8. Although the overall floor space per capita has increased at 22.0% per annum in 2007-
2018  (from 17.5 to 21.6 square meters), demand for housing remains high and continues to 
cause upward pressure on prices because of the following factors: 

(i) Rising income. As Kazakhstan benefited from higher prices for its commodity 
exports during a series of resource booms during 1996–2018, its per capita income 
increased during the same period from $1,349 to $8,840.  

(ii) Household growth. The number of households in Kazakhstan increased from 4.6 
million in 2013 to more than 5.0 million in 2017, as the total population grew while 
the average household size remained unchanged. The growth was particularly 
prominent in urban areas because of ongoing urbanization and migration. 

(iii) Ongoing urbanization. During 1996–2019, the urban population increased by 1.5 
million (19.5%) to 10.7 million (58.1% of the total population). Migration from rural 
to urban areas is expected to continue. 

                                                 
4  Government of Kazakhstan, Ministry of National Economy, Statistics Committee. Dynamics of basic socio-economic 

indicators of the Republic of Kazakhstan (accessed 3 July 2019). 
5  Housing Finance Information Network. Selected comparative country data 2019. 

 http://hofinet.org/countries/index.aspx#visualizing (accessed 1 July 2019).  
6  ADB. 2019. HCSBK Due Diligence Report. Consultant’s report. Almaty. 
7  Numbeo. Property Prices Index for Country 2019 (accessed 1 July 2019). 

http://stat.gov.kz/important/dynamic
http://stat.gov.kz/important/dynamic
http://hofinet.org/countries/index.aspx#visualizing
http://hofinet.org/countries/index.aspx#visualizing
https://www.numbeo.com/property-investment/rankings_by_country.jsp
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(iv) Inadequate and insufficient housing stock. Almost half of the current housing 
stock was built prior to 1980 and has not been substantially renovated. 
Furthermore, approximately 10% of all families in Kazakhstan live in one-room 
accommodation and there is an unmet demand for larger housing units. The 
average floor area per capita (21.6 square meters in 2017) nationwide is well below 
generally accepted international standards; in southern Kazakhstan, it is even 
lower, averaging just 18 square meters. 

 
 2. Government’s Sector Strategy 
 
9. Housing construction is a priority of the Government of Kazakhstan under its strategy for 
development.8 The government is implementing various state housing programs to promote 
access to affordable housing and mortgage finance in the country. 9  These programs are 
implemented nationally and regionally, as well as through a number of state-owned financial 
institutions. They include housing rental programs, housing construction savings plans, interest 
rate subsidies on mortgages, support through private sector developers to stimulate housing 
construction, and compensation for replacement of housing blocks with outdated energy 
efficiency and safety standards. As a result, the overall mortgage sector performance as 
measured by individual housing construction loans has been gradually recovering since 2016 (i.e., 
the post-devaluation shock period) from a low of T10 billion per month in 2016 to T70 billion per 
month in 2018. 
 
10. However, despite the achievements of these state housing programs, the housing market 
is still inaccessible for most households. According to the Ministry of National Economy, about 
71.4% of the economically active population could not afford to buy a housing unit and the number 
of people on the waiting lists of government housing programs continuous to grow in 2017.10 
 
11. Access to mortgage financing for women is low. The present mortgage lending market 
in Kazakhstan is mainly geared toward higher-income groups. Given the significant gender pay 
gap of 69% in Kazakhstan, women face lower access to affordable mortgage finance compared 
to men (although women’s educational levels in Kazakhstan are on par or higher than those of 
men).11 Potential female borrowers in rural areas are even more disadvantaged in accessing 
mortgage financing, as the majority of women are occupied in informal self-employed activities 
(such as the food, agriculture, and trade industries). With lower income levels, women often have 
to provide additional security (such as co-borrowers or guarantors) when obtaining a mortgage 
loan. 
 

                                                 
8  Government of Kazakhstan. 1997. Strategy of Kazakhstan’s Development until 2030. Astana. 
9  There are three major ongoing mortgage financing programs in Kazakhstan: (i) the 7-20-25 housing program (7% 

interest rate, 20% down payment, up to 25-year term) is the newest and biggest in terms of financing size (T1 trillion, 
or more than 70% of the current mortgage portfolio of the banking sector), with funding provided from the state budget 
through commercial banks for purchasing new apartments only; (ii) the Baspana Hit program, operated by the 
Baspana mortgage company, aims to fund mortgages for secondary housing units, with terms that are more market-
oriented than those of 7-20-25 in terms of minimum interest rate and maturity (a minimum 11% interest rate and 
maturity up to 15 years); and (iii) the Orda program, which is the most commercial program, with lending terms close 
to those of the market (a 12%–14% interest rate and maturity up to 20 years). The Orda program is aimed at closing 
the gaps of the other two programs, financing both primary and secondary market apartments of higher value (up to 
T40 million) but at higher rate. The Orda program is operated by Kazakhstan Mortgage Company (a subsidiary of 
National Management Holding Baiterek JSC), which provides loans through commercial banks. 

10 Government of Kazakhstan, Ministry of National Economy, Statistics Committee. 2018. Report on the Housing Stock 
   of Kazakhstan. Astana. 
11 Government of Kazakhstan, Ministry of National Economy, Statistics Committee. 2017. Economic Activity Indicators 
 by Gender. Astana. 
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B. Major Development Partners: Strategic Foci and Key Activities 
 

12. Because of the underdeveloped financial sector and the weak banking industry, 
assistance from development partners in the housing finance subsector remains limited, with state 
funds serving as the main source of funding. The table presents a list of activities by development 
partners in the sector. 
 

Major Development Partners  

Development 
Partner   Project (Study) Name Duration 

(Amount 
($ 

million) 

World Bank 
Group 

IFC Advisory Services for HCSBK 
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 
(Knowledge)  

2018–2019 
2018 

2 

EBRD 
UNECE 

HCSBK Mortgage Loan 
United Nations Economic Commission for 
Europe. 2018. Country Profiles on the Housing 
Sector: Republic of Kazakhstan. Geneva. 

2017–2018 
2018 

56.5 
NA 

OECD OECD. 2017. OECD Urban Policy Reviews: 
Kazakhstan. Paris.  (Knowledge) 

2017 NA 

EBRD = European Bank for Reconstruction and Development, HCSBK = Housing Construction Savings Bank of 
Kazakhstan, IFC = International Finance Corporation, NA = Not applicable, OECD = Organization for Economic Co-
operation and Development, UNECE = United Nations Economic Commission for Europe. 
Source: Asian Development Bank. 
 

13. In 2018, HCSBK engaged the services of the advisory services team of the International 
Finance Corporation (IFC) to perform an analysis of its existing mortgage products, assess the 
domestic mortgage market, and formulate new products. IFC reviewed HCSBK’s lending and 
deposit products, customer profiles, and internal business processes, and provided 
recommendations to HCSBK’s management for consideration. HCSBK shared IFC’s initial reports 
and summary of findings with the Asian Development Bank (ADB), and the report 
recommendations have been incorporated in the design of the ADB project. IFC’s assignment is 
anticipated to be completed by the end of 2019. 
 
14. Several development partners recently conducted studies of the housing sector and 
policies in Kazakhstan to provide knowledge assistance, looking at economic, social, and 
environmental factors. The studies and knowledge assistance helped shape the design of the 
ADB intervention. In particular, reports produced by the World Bank and the United Nations 
Economic Commission for Europe provided valuable data references.12  The United Nations 
Economic Commission for Europe’s country profile highlights market gaps and sector challenges, 
including issues of governance, institutional capacity, and lack of coordination at the central and 
regional levels of government. The UNECE study provides a detailed overview of existing state 
housing programs, underlying government strategies and implementing frameworks, and 

                                                 
12 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; and United 
Nations Economic Commission for Europe. 2018. Country Profiles on the Housing Sector: Republic of Kazakhstan. 
Geneva. 
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implementing agencies. In addition, the housing policy review of the Organisation for Economic 
Co-operation and Development (OECD) provides a set of recommendations that were also taken 
into consideration in the preparation of the ADB project.13 
 
15. The European Bank for Reconstruction and Development has initiated the processing of 
a loan of up to €50 million equivalent in tenge to HCSBK for the provision of residential green 
mortgage loans. The project is undergoing some delays because of the lack of developed national 
environmental standards and green building codes in Kazakhstan. 
 
C. Institutional Arrangements and Processes for Development Coordination  
 
16. To date, development assistance to the housing finance subsector has been mainly 
coordinated by HCSBK. ADB and HCSBK coordinate with key government counterparts such as 
the Ministry of National Economy, the Ministry for Industry and Infrastructure Development 
(responsible for housing policy development and implementation), and the Ministry of Finance, 
as well as National Management Holding Baiterek JSC. 
 
17.  ADB consulted with IFC and the European Bank for Reconstruction and Development 
during preparation of the project. The project will help address the unmet and growing demand 
for long-term, fixed-rate mortgage credit by using the local currency proceeds from the ADB 
financial intermediation loan to provide affordable mortgage finance to women borrowers. The 
ADB project team will continue to coordinate closely with other development partners during the 
implementation of the project. 
 
D. ADB Experience and Assistance Program 
 
18. Although ADB has no experience in the housing finance subsector in Kazakhstan, it has 
relevant experience in designing and implementing financial intermediary interventions with 
substantial gender elements. This includes ADB’s effective gender mainstreaming-categorized 
multitranche financing facility implemented with the Damu Entrepreneurship Development Fund 
(Damu), which, like HCSBK, is owned by Baiterek.14 The project showed that gender action plans 
(GAPs) are an effective instrument to promote gender equality outcomes and influence 
government counterparts to build ownership during implementation. The GAPs developed under 
each tranche of financing supported an increase in the integration of gender targets in lending to 
the micro, small and medium-sized enterprises sector. Under the first tranche of the program, 
ADB set targets of a 5% increase in the amount of financing provided to small and medium-sized 
enterprises led and operated by women and a 5% increase in the number of women receiving a 
small and medium-sized enterprise loan. Damu increased the share of its women clients from 
16% in 2009 to 31% by 2013.15 By May 2017, Damu had reported that women represented 32% 
of its client base across all three tranches of the facility. Under the third tranche, women 
represented 47% of borrowers, showing an upward-moving trend. These results show that the 
targeting of women by Damu led to improvements even beyond the targets set in the GAP. 
 
19. Developing effective gender-focused programs and aiming for more ambitious targets is 
important to continue to advance gender equality outcomes in Kazakhstan. Higher targets for 
women’s participation are possible and would allow women to benefit even more from ADB’s 
financial support to the financial sector in Kazakhstan.

                                                 
13 OECD. 2017. OECD Urban Policy Reviews: Kazakhstan. Paris.   
14 ADB. 2018. Kazakhstan Country Gender Assessment. Manila. 
15 ADB. 2015. Completion Report: Small and Medium Enterprise Program in Kazakhstan (Tranche 1). Manila. 
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Problem Tree for Finance (Housing Finance) 
 

 
 
Effects  
 
 
 
Problem  
 
 
 
 
Causes  

 
 
 
  

Limited progress in improving 
women’s position in the economy  

Conservative lending 
policies (i.e., high down 

payment requirements and 
low loan-to-value ratios) 

and high cost of mortgage 
credit (i.e., high interest 

rates and fees), leading to 
credit rationing  

 

Underdeveloped domestic long-
term debt markets and 

overreliance on unhedged foreign 
currency-denominated debt as a 

source of bank funding  

(i) Lack of 

sophistication of 

the financial 

sector, which does 

not offer good 

quality financial 

instruments and 

attract sufficient 

interest on the part 

of investors to 

enhance market 

liquidity 

(ii) Underdeveloped 

market maker 

framework  

(iii) Lack of issuers, 

affecting the 

functioning of the 

capital market  

Women continue to occupy 
substandard or smaller than 

desirable housing units  

 

The housing finance market does not offer affordable lending products tailored to 
the risk profile and needs of women to acquire and/or renovate housing  

 

Limited availability 
of mortgage lending 

products and 
instruments (i.e., 

bias toward higher-
income lending 

segments 
representing lower 

risk)   

Financial 
sector 

infrastructure 
is not aligned 

with 
international 
best practice, 
particularly in 

collateral 
valuation and 
foreclosure 

and disposal 
of distressed 

assets 

Low 
footprint of 

the 
banking 
sector in 

rural areas, 
where 41% 

of the 
female 

population 
resides, 

leading to 
credit 

rationing  

  

Banks’ 
business 

strategies are 
focused on 

higher-margin 
business 

opportunities  
 

Underdeveloped 
credit risk 

management 
policies and 

practices in the 
banking sector  

Note: Shaded box is not addressed by the 
project.  


