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Effects 

Problem 

Causes 

Deep disparity in women’s ability to 
accumulate capital as compared to 

their male peers 
 

Limited progress in improving 
women’s position in the economy  

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 

Conservative lending 
policies (i.e. high down-
payment requirements 
and low LTV) and high 
cost of mortgage credit 
(i.e. interest rate and 
fees) leading to credit 

rationing  
 

Financial 
sector 

infrastructure 
is not aligned 

with 
international 
best practice, 
particularly in 

collateral 
valuation and 
foreclosure 

and disposal 
of distressed 

assets 
 

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 

 

Limited 
availability of 

mortgage lending 
products and 

instruments (i.e. 
bias towards 

higher-income 
lending 

segments 
representing 
lower risk) 

 

Underdeveloped 
credit risk 

management 
policies and 

practices in the 
banking sector 

Low footprint of 
the banking 

sector in rural 
areas, where 
almost half of 

the female 
population 

reside (i.e. 41%) 
interest rate and 
fees) leading to 
credit rationing  

 

Banks’ business 
strategies are 

focused on 
higher-margin 

business 
opportunities 

 

Lack of maturity of 
the banking sector 

Note: Shaded box is not addressed by the project. 





 

 

I. THE PROJECT 
 
A. Introduction 

1. The Asian Development Bank (ADB) proposes to provide a financial intermediation loan 
(FIL) in Kazakhstan Tenge (KZT) of up to $100 million equivalent to the Housing Construction 
Savings Bank of Kazakhstan (HCSBK). It will promote the provision of affordable long-term 
mortgage loans to women borrowers in rural areas. The loan will be guaranteed by the Republic 
of Kazakhstan.  
 
B. Rationale 

2. Kazakhstan housing market.  As of 1 January 2017, the housing stock consisted of 
5,115,260 housing units in Kazakhstan, encompassing 3,398,679 units in urban, and 1,716,581 
units in rural areas. A construction boom over the period of 2002−2008 has led to a sharp increase 
in the housing inventory. Over the past 12 years, the overall floor space per capita improved from 
17.5 m2 to 21.4 m2 (an increase of 22%) per annum.  
 
3. Despite these improvements, demand for housing remains high due to the following 
factors: 

(i) Rising income. As Kazakhstan benefited from higher prices for its commodity 
exports during a series of resource booms between 1996–2015, its per capita 
income has more than quintupled during the same period, from $1,349 to $10,434.  

(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 total population grew while 
average household size remained unchanged. The growth was particularly 
prominent in urban areas due to ongoing urbanization and migration.   

(iii) Ongoing internal migration from villages to cities. Between 1996−2015, the 
urban population increased by 1.4 million or 16.6 %. This migration move from the 
rural to the urban areas is expected to continue.  

(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 of 21.4 m2 in 2017, is well below generally-accepted 
international standards.1 In southern Kazakhstan, the housing endowment is even 
lower, averaging 18 m2 per person.   

 
4. Expensive housing. Prior to the 2008−2009 crisis, the real estate market in Kazakhstan 
overheated as evidenced by an extremely high housing affordability index of 28.4 years in 2007.2 
After the 2008 market crash, property prices dropped, which had a positive effect on the index. 
Since 2009, the index has however been on the rise again by approximately 12% and 15% 
annually indicating that affordability has started to decline. The index is currently stable at around 
13 years for new real estate. But the fact remains that the real estate market in Kazakhstan is still 
expensive by international standards: it currently ranks as the 11th most expensive country in the 
world according to an international housing affordability index—well ahead of neighboring 

                                                
1  30-35 m2 per person for low income countries, 45-50 m2 per person for upper middle income countries.  Edward 

Elgar Pubishing. 2018. https://www.elgaronline.com/view/9781786431455/chapter05.xhtml. 
2  The housing affordability index indicates the number of years that a family of 3 (2 adult, one child – 2 salaries) should 

work to earn for an apartment of 54 m2. 
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countries such as Azerbaijan (22nd), Georgia (26th) and Russia (29th).3 Overall, the affordability of 
housing is being stifled by the following factors: (i) sharp local currency devaluation between 2014 
and 2015 and depreciation since 2017; (ii)  a sharp increase in inflation from 6.6% in 2014 to 
14.6% in 2016; (iii) corresponding annual increase of housing prices by 14% for the primary 
market housing units and 17.6% for secondary market housing units; (iv) a decrease in 
purchasing power of consumer wages after 2014-2015; and (v) a decline of mortgage financing 
by commercial banks.4  
 
5. Shallow mortgage finance sector.  The mortgage finance sector in Kazakhstan is 
severely underdeveloped with mortgage loans equaling only 1.53% of GDP in 2016. This level is 
very low when compared with neighboring countries, i.e. 2% in Azerbaijan, 4.3% in Russia, 4.8% 
in Uzbekistan and 12.1% in Georgia as of 2016. Similarly, mortgage loans accounted for only 
8.5% of the total loan portfolio of Kazakh banks in 2016—again, a very modest level when 
compared to other countries in the region such as Uzbekistan (14.2%) and Georgia (24.5%).5 In 
terms of loan currency, as of 1 December 2018, 96% of all outstanding mortgages were in local 
currency, with only 4% in foreign currency.  From 2015 onwards, the commercial banks ceased 
providing foreign currency mortgages for reasons described in the next para.  

 
6. Low penetration of banks in the mortgage finance sector. In the decade before the 
global financial crisis of 2007–2008, most Kazakh banks relied on foreign borrowings to fund their 
loan growth. After they were cut off from international financial markets during the crisis, Kazakh 
banks contracted their activities, including mortgage lending. The situation was aggravated by an 
increase in problem loans from 7.1% in 2008 to 12.4% in 2014 (with a spike to 20.7% in 2011 and 
19.5% in 2013).6 In 2014, Kazakhstan shifted to a floating exchange rate regime, which resulted 
in a 120% decline in the value of the tenge against the US dollar in 2014–2015. The exchange 
rate volatility led to (i) an increase in the percentage of foreign currency deposits, from 44% at the 
end of 2013 to more than 65% by the end of 2015; and (ii) an increase in problem loans and a 
further contraction of banks’ balance sheets (and loan portfolios) since commercial banks and 
their borrowers had significant unhedged foreign currency exposure. Bank loans contracted by 
47% and mortgage loans fell by 28% during 2013–2015. In US dollar terms, the contraction was 
even more substantial. As a result, as of 1 January 2018, mortgage finance accounted merely for 
9.7% of total loan portfolio of the banking sector in Kazakhstan.7  

 
7.  Since 2005, the government of Kazakhstan (GOK) initiated various programs to improve 
access to housing, such as the ‘Nurly Zher’ land and housing development program approved on 
31 December 2016  and to provide 1.5 million Kazakh residents with their own housing by 2020 
under the recently launched "7-20-25" housing program.8 The GOK programs include supporting 
house rental programs, promoting housing construction saving plans, stimulating housing 
construction through private sector developers and, where applicable, subsidizing interest rates 
on mortgages. The programs also aims to compensate for the replacement of housing blocks, of 
which about 70% were built more than 15 years ago, carrying outdated Soviet energy efficiency 

                                                
3  Numbeo. 2019. Property Prices Index for Country 2019. https://www.numbeo.com/property-

investment/rankings_by_country.jsp 
4  Kazakstan housing market assessment. Ranking.KZ.    
5  Housing Finance Information Network. http://www.Hofinet.org 
6  National Bank of Kazakhstan. Indicators of Financial Sustainability. https://www.nationalbank.kz In 2017, the 

International Monetary Fund estimated that NPLs had increased to 40% of gross loans. International Monetary Fund. 
2017. Republic of Kazakhstan: 2017 Article IV Consultation- Press Release; and Staff Report. Washington DC. 

7  National Bank of Kazakhstan. 2019. Banking Sector Update. Kazakhstan. https://www.nationalbank.kz. 
8  Government of Kazakhstan. The State Program of Infrastructure Development Nulry Zhol for 2015–2019. Astana. 

https://primeminister.kz/en/page/view/gosudarstvennaya_programma_infrastrukturnogo_razvitiya_nurli_zhol_na_2
015__2019_godi 

https://www.ranking.kz/
https://www.nationalbank.kz/
https://www.nationalbank.kz/
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and safety standards. GOK has budgeted KZT800 billion ($2.4 billion) in FY 2017-2021 and 
mandated several agencies for implementation of this multi-dimensional program, i.e. the National 
Management Holding Baiterek JSC and its subsidiaries (including Housing Construction Saving 
Bank of Kazakhstan, Damu Entrepreneurship Development Fund (provides interest rate 
subsidies), Housing Construction Guarantee Fund, and Kazakhstan Mortgage Company and 
Baiterek Development).   
 
8. HCSBK is one of the major financial institutions supporting the development of the 
mortgage finance market in the country and is the main actor implementing government housing 
programs. Founded in 2003, it follows the German system of contractual savings for housing 
called the “Bausparkasse” model, wherein a housing loan is linked to a savings deposit. HCSBK 
typically targets the lower to middle-income borrower segment as evidenced by the fact that 
HCSBK’s average mortgage size is only US$16,290 (using the present exchange rate). The bank 
provides services to approximately 12% of the economically active population, or about 1.05 
million households. See appendix 4 for a summary of HCSBK’s financial performance.  
 
9. 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).9 

 
10. HCSBK’s gender focus. The bank is one of the few institutions in Kazakhstan with a 
strong focus on women as illustrated by the fact that 56% of its borrowers are women as of end 
2017. HCSBK plans to maintain its strong gender focus as women present a largely untapped 
borrower segment and prove to be more disciplined in loan servicing: only 0.2% of all female 
borrowers have overdues above 90 days. The main obstacle for HCSBK to expand its lending 
business to women borrowers, however, is shortage of long-term funding.10  

 
C. Proposed Solution 

11. Proposed loan structure. The proposed FIL from ADB to HCSBK will help the bank to 
address the unmet demand among female borrowers for longer-term, fixed-rate, local currency 
denominated mortgage credit. The number of people waiting for housing, according to 
government officials, is 2.3 million people (400’000 are in the waiting list for housing from the state 
fund, 1.3 million depositors of HCSBK, 1.2 million people in the waiting lists for receiving land for 
individual housing construction), which is an indicator of a high demand for affordable housing. 
This is also explained by high retirement of existing housing stock, 40% of the country's housing 
units (or 140 mln m2) is more than 38 years old as of today, hence, rising need in new housing in 
the coming decades.11 In addition, according to HCSBK preliminary survey by call centers, 53% 
of female depositors expressed interest to apply for mortgage program provided under ADB 
proceeds giving the preliminary requirements of the program; 40% announced the possilibility of 
considering such mortgage product. 
 
12. HCSBK will use the KZT proceeds from the ADB FIL to provide affordable mortgage 

                                                
9  Government of Kazakhstan, National Statistical Committee. 2017.  
10  As a systematically important financial institution and given its role in the government’s mandate to provide affordable 

housing, HCSBK has received in the past support from the Government in form of subsidized funding and capital 
injections. However, in view of the precarious monetary position of the Government, this financial support can no 
longer be taken for granted. 

11 Consultant’s due diligence report on HCSBK. 
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finance exclusively to women customers as the sole/joint borrower and the sole/joint owner of 
the residential housing units to financed under the ADB project. Mortgage sub-loans provided by 
HCSBK will be used by the women sub-borrowers for the acquisition of housing units or 
renovation of existing units. A minimum of 60% of the proceeds under the ADB loan will be used 
to provide mortgage loans to rural regions, i.e outside of the biggest and relatively high-income 
cities, such as Astana, Almaty, Aktau, and Atyrau. Furthermore, at least 20% of all mortgage loans 
financed by the ADB facility will be to low income female borrowers with a monthly household 
income of less than KZT 200,000 (approx. US$ 530). A ceiling of KZT 30 million (approximately 
US$80,900) will apply for housing units to be financed under the ADB project. HCSBK requested 
to receive the ADB loan with a bullet repayment structure as this would provide the bank with a 
more stable source of funding which would mirror the repayment profile of the underlying sub-
loans to be financed by ADB. This would be a new and innovative feature for an ADB public sector 
loan. 
 
13. Justification for ADB’s loan. The proposed ADB loan to HCSBK will be first external 
borrowing that the bank undertakes as it relied so far solely on government funding as well as 
customer saving deposits. While the ADB loan will be more expensive to HCSBK as it will be 
based on market pricing principles, it will enable HCSBK to diversify its funding sources, develop 
new loan products and instruments and enhance its standing and reputation in the mortgage 
finance sector of Kazakhstan as the premier housing finance institution.  
 
14. Consistency with ADB strategy and country strategy. The proposed transaction is 
aligned with the following key operational priorities of ADB’s Strategy 2030, namely: (i) addressing 
remaining poverty and reducing inequalities; (ii) promoting rural development; and (iii) improving 
progress in gender equality.12 The project is also consistent with ADB’s country partnership 
strategy for 2017–2021 for Kazakhstan which supports inclusive economic growth through 
infrastructure development, financial inclusion, and enhanced gender equity. The intervention is 
also included in the Country Operations Business Plan 2019-2021. Finally, the proposed ADB 
loan is aligned with the core objectives and goals of the GOK, in particular, with the Nurly Zher 
program (para 7).  

 
15. The project will deliver the following outputs:  

(i) Long-term affordable mortgage financing for eligible women borrowers made 
available;13 and 

(ii) Improved efficiency of HCSBK’s lending operations. 
 

16.  Outputs will result in the outcome of increased acquisition and renovation of housing units 
by women. The project will be aligned with the impact of gender equity promotion and sustainable 
economic growth.  
 
D. Proposed Financing Plans and Modality  

17.  A regular loan of up to $100 million equivalent in local currency (KZT) is requested from 
ADB’s ordinary capital resources to help finance the project. ADB will provide the KZT funds to 
HCSBK on terms and conditions set forth in the draft loan agreement. The structure and tenor of 
the proposed ADB loan will mirror—to the extent possible—the underlying local currency fund 
raising transaction by ADB. The fund disbursement will be coordinated with ADB’s treasury 

                                                
12 ADB. 2018. Strategy 2030. Achieving a Prosperous, Inclusive, Resilient and Sustainable Asia and the Pacific. Manila. 
13 The maximum sub-loan size, maximum housing unit size and definition of eligible women borrowers for financing will 

be defined during project processing. 
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operations raising the required KZT funds. HCSBK will be the borrower of the loan, guaranteed 
by the Republic of Kazakhstan.  
 

Table 1: Indicative Financing Plan 
 Amount 

($ million) 
Share of Total 

(%) Source 

ADB Ordinary capital resources  100   77.0% 

HCSBK  20          15.3% 

Women sub-borrowers a  10             7.7% 
Total 130 100% 

a Based on the assumption that female sub-borrowers will contribute 10% of the individual housing unit cost in the form 
of equity. 

Source: ADB = Asian Development Bank 

 
E. Implementation Arrangements 

18. HCSBK will be the executing and implementing agency responsible for the administration 
and disbursement of the proceeds of the ADB loan. A project management unit at HSBCK will 
administer the project, provide progress reports, and manage any issues in coordination with ADB. 
The implementation period will be 4 years. Indicative arrangements are reflected in Table 2.  

 
Table 2: Indicative Implementation Arrangements 

Aspects  Arrangements 

Indicative implementation period January 2020–January  2024 

Indicative completion date 30 June 2024 

Management 

(i)  Executing agency HCSBK 

(ii)  Key implementing agency HCSBK 
   Source: Asian Development Bank.  

 
II. TECHNICAL ASSISTANCE 

19. Loan will be accompanied by a $0.5 million transaction related technical assistance (TA) 
funded from the Technical Assistance Special Fund (Others).  The TA will provide capacity 
building support to HCSBK, primarily in the areas of risk management, internal audit functions, 
product development, establishing a tracking system for gender segregated data (borrowers and 
disbursement) and streamlining of credit processes.  ADB will engage consultants in accordance 
with ADB’s Procurement Policy (2017, as amended from time to time) and the associated PAIs/TA 
Staff Instructions.  Consultants to be engaged and detailed terms of reference will be developed 
during loan fact-finding mission.  Disbursements under the TA will be done in accordance with 
ADB's Technical Assistance Disbursement Handbook (2010, as amended from time to time). 
 

III. PROJECT PREPARATION AND READINESS 
 
20. Project preparatory activities are expected to be carried out by ADB staff. The project will 
not involve any retroactive financing.    
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IV. DELIBERATIVE AND DECISION-MAKING ITEMS 

A. Risk Categorization 

21. Safeguard categorization is expected to be FI-C, and HCSBK appears to have sufficient 
capacity to implement externally financed projects. This will be further verified during due 
diligence. 
 
B. Project Procurement Classification 
 
22. There will be no procurement as the ADB project will fund—through mortgages provided 
by HCSBK—residential housing units that have already been built.  
 
C. Scope of Due Diligence 

23. Identified below are the project risks, which will be reviewed during the due diligence: 
(i) Potential demand for the proposed loan product under the ADB program. 
(ii) Asset quality of HCSBK’s loan portfolio  
(iii) HCBSK’s rapid loan portfolio growth in the last few years might have had an 

adverse impact on the loan portfolio quality.  
(iv) HCSBK’s continued access to low cost Government funding which might affect the 

bank’s interest in the ADB funding.  
(v) Issues related to financial and integrity due diligence  
(vi) Risks related to the Kazakhstan KZT funding which is still a relatively new product 

for ADB.  
 

D. Processing Schedule and Sector Group’s Participation 

24. The list of major milestones is as follows: 
 

Milestone Expected Completion Date 

Fact-finding mission April 2019 
Management Review Meeting  June  2019 
Loan negotiations July 2019 
Board discussion  
Loan signing 
Loan effectiveness 

October 2019 
December 2019 
January 2020 

 
E. Key Processing Issues and Mitigation Measures 

Table 3: Issues, Approaches and Mitigation Measures 

Key Processing Issues 
Proposed Approaches and/or Mitigation 

Measures 

The mortgage finance sector in Kazakhstan is 
heavily distorted due to government subsidies, 
undermining the sustainable development of the 
market. OM D6 requires market-based interest 
rate setting mechanisms. 

The project will define a pricing mechanism for the 
mortgage sub-loans to be offered by HCSBK that 
provides the right incentives to HCSBK while 
maintaining market principles. Market reference 
rates will be used where possible. 

The demand for the lending product offered by 
HCSBK, i.e. preliminary loans, is substantially 
less than anticipated which might lead to slow 
disbursements. 

The ADB team will carry out a detailed analysis as 
part of its due diligence to ensure that the interest by 
prospective female borrowers in the loan product 
offered by HCSBK is in response to a real demand. 
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PRELIMINARY DESIGN AND MONITORING FRAMEWORK 
 

Impact(s) the Project is Aligned with 
Gender equity promotion and sustainable economic growtha  

Results Chain 
Performance Indicators with 

Targets and Baselines 
Data Sources 
and Reporting 

Risks 
 

Outcome By end December 2023   

Acquisition and 
renovation of housing 
units by women 
increases 

a. Number of women having 
ownership titles funded by 
the ADB loan increased to 
XX (2018 baseline: None) 

b. Number of housing unit 
renovations funded by the 
ADB loan increased to YY 
(2018 baseline: None) 

a-b. HCSBK 
monitoring reports 
 
 

HCSBK’s ability to 
develop affordable 
mortgage to women is 
not sustained 

  

Outputs By end December 2023   
Insufficient demand for 
lending to female home 
owners 
 
Deterioration of 
HCSBK’s financial 
standing 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

1. Long-term 
affordable mortgage 
financing for eligible 
women borrowers 
made available  

1a.  At least 120,000 mortgage 
loans issued by HCSBK (2018 
baseline: 32,000) 
 

1a-d HCSBK 
monitoring reports 

1b. At least 60% of the total 
mortgage loans (in the bank’s 
overall portfolio) disbursed to 
women by HCSBK as 
sole/joint borrower and 
sole/joint owner of the housing 
unit (2017 baseline: 56%) 
 
1c. At least 60% of the 
mortgage loans financed by 
the ADB facility disbursed by 
HCSBK for the acquisition of 
housing units in the rural 
areas, i.e. outside of the 4 
largest cities of Almaty, 
Astana, Aktau and Atyrau 
(2018 baseline: ?%) 
 
1d. At least 20% of all 
mortgage loans financed by 
the ADB facility will be 
disbursed to low-income 
female borrowers with a 
monthly household income of 
less than KZT 200,000 
(approx.. $530) (2018 
baseline: to be confirmed)  
 

 

2. Improved 
efficiency and gender 
focus of HCSBK’s 
lending operations 
 
 

2a. Processing time for 
mortgage loan applications is 
reduced to 5 working days  
(2018 baseline: 15 days)  
 

2a-c.  HCSBK’s  
monitoring reports 
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2b. Comprehensive women 
focused financial literacy and 
marketing program established 
by 2020 
(2018 baseline: None) 
 
2c. Women focused rural 
housing finance program 
established by 2020 (2018 
baseline: None) 

 
 
 
 
 
 
 
 
 

Key Activities with Milestones 
1. Loan agreement signed by December 2019 
2. First disbursement is made by January 2020 
3. TA agreement is executed by March 2020 
4. ADB loan to HCSBK is fully disbursed by December 2022 
5. HCSBK’s women-focused financial skills training program becomes fully operational in rural areas 

by December 2020 

Inputs 
ADB: $100 million (loan),  $500,000 (TASF-others) 

Assumptions for Partner Financing 
Not Applicable 

ADB = Asian Development Bank, HCSBK = Housing Construction Savings Bank of Kazakhstan, TASF = Technical 
Assistance Special Fund 
a Government of Kazakhstan. 2017. Strategic Plan for the Development of Kazakhstan until 2025. Astana. 
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PROJECT PROCUREMENT CLASSIFICATION 
 

Characteristic Assessor’s Rating:  

Is the procurement environment risk for this project assessed to be 
high based on the country and sector and/or agency risk 
assessments? 

☐Yes ☒No 

 

Are multiple (typically more than three) and/or diverse executing 
agencies and/or implementing agencies envisaged during project 
implementation? Do they lack prior experience in implementation 
under an ADB-financed project?  

☐Yes ☒No ☐Unknown 

 

Are multiple contract packages and/or complex and high-value 
contracts (compared with recent externally financed projects in the 
developing member country [DMC]) expected?  

☐Yes ☒No ☐Unknown 

 

Does the project plan to use innovative contracts (public–private 
partnership, performance-based, design and build, operation and 
maintenance, etc.)? 

☐Yes ☒No ☐Unknown 

 

Are contracts distributed in more than three geographical locations? ☐Yes ☒No ☐Unknown 

 

Are there significant ongoing contractual and/or procurement issues 
under ADB (or other externally) financed projects? Has 
misprocurement been declared in the DMC? 

☐Yes ☒No ☐Unknown 

 

Does the DMC have prolonged procurement lead times, experience 
implementation delays, or otherwise consistently fail to meet 
procurement time frames? 

☐Yes ☒No ☐Unknown 

 

Do executing and/or implementing agencies lack capacity to 
manage new and ongoing procurement? Have executing and/or 
implementing agencies requested ADB for procurement support 
under previous projects? 

☐Yes ☒No ☐Unknown 

 

Regional department’s overall recommendation (Peter Marro) 

Overall project categorization recommended  ☐ Category A  

☒ Category B 

Procurement, Portfolio, and Financial Management Department’s recommendation:  
not applicable  

Source: Asian Development Bank. 
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INITIAL POVERTY AND SOCIAL ANALYSIS 
 

 

Country: Kazakhstan  Project Title: Promoting Gender Equality in Housing Finance 

Lending/Financing 
Modality: 

Financial Intermediary 
Loan  

Department/ 
Division: 

Central and West Asia Department 
Public Management, Financial Sector and Trade 
Division / Kazakhstan Resident Mission 

    

I. POVERTY IMPACT AND SOCIAL DIMENSIONS 

A. Links to the National Poverty Reduction Strategy and Country Partnership Strategy 
 

The proposed loan to the Housing Construction and Savings Bank of Kazakhstan (HCSBK) is aligned with the Asian 
Development Bank’s (ADB) country partnership strategy for Kazakhstan (2017-2021), government’s strategic plan 
for Development of Kazakhstan until 2025 and the national housing construction program «Nurly Zher» (2017-
2021).a It recognizes the growing demand for housing and limited access to affordable mortgage for households in 
rural and remote areas. 
 
The project will contribute to the national poverty reduction and inclusive growth objective by enabling HCSBK to 
provide loans to women borrowers in order to address their housing needs.  Through its promotion of rural and 
regional housing mortgage assistance, the transaction is also aligned with the national program of regional 
development 2020, which prioritizes the integration to the economy and empowering of the regions, by promoting 
non-oil industries, such as small-medium entrepreneurship, tourism, agriculture and trade, based on the unique 
cultural and physical characteristics of the regions.b 

B. Poverty Targeting 
General intervention Individual or household (TI-H) Geographic (TI-G) Non-income MDGs (TI-M1, M2, 

etc.) 

C. Poverty and Social Analysis 

 
1. Key issues and potential beneficiaries. HCSBK will use the local currency (KZT) proceeds from the ADB’s 
financial intermediation loan (FIL) to provide affordable mortgage finance solely to female borrowers for the 
acquisition of self-occupied housing units. According to data from the Global Findex, a database developed by the 
World Bank which measures how people save, borrow, and manage risk in 148 countries, it is stated that 19% of 
15+ age women in Kazkakhstan have an outstanding housing loan compared to 22% of 15+ age men, 60% of women 
have formal bank accounts compared to 68% of men. A minimum of 60% of the proceeds under the ADB loan will 
be used to provide mortgage loans to rural regions, i.e outside of the biggest and relatively high-income cities, such 
as Astana, Almaty, Aktau, and Atyrau. At least 20% of all mortgage loans financed by the ADB facility will be to 
female borrowers with a monthly household income of less than KZT 200,000. Affordable housing finance in urban 
areas can contribute to strengthening lower-middle and middle income working class through asset building which 
can reduce the financial burden after retirement. In rural areas, the provision of housing finance on affordable terms 
will help build and enhance valuable housing assets and thereby improve the living standards of the female 
population who are predominantly self-employed in agriculture. This sector is characterized by low and volatile 
income, but has some resilience to stress based on strong family and community networks. In this respect, housing 
finance has the potential to contribute to poverty reduction across the lower and informal income-earning population. 
 
Key challenges in obtaining housing finance for the acquisition of housing units  in Kazakhstan’s suburban areas as 
identified in the national program of regional development 2020 are related to low household income, poor economic 
diversification, high apartment prices and high-cost unaffordable lending products provided by commercial banks. 
Mortgage financing is also expected to stimulate construction activity across the country and may play a role in 
stabilizing and potentially increasing employment opportunities. 
 
The primary beneficiary of the transaction will be HCSBK, which will onlend ADB funding only to women borrowers. 
No foreign currency risk associated with the project, as ADB will provide full amount of the loan in local currency 
(KZT).  
 
2.    Impact channels and expected systemic changes. Through ADB’s loan and technical assistance to HCSBK, 
women borrowers will directly benefit via access to affordable mortgage and housing finance at HCSBK’s regional 
branches and service channels.  

3.  Focus of (and resources allocated in) the transaction TA or due diligence. The proposed technical 
assistance can be used for the capacity building of the loan officers in the regional branches of HCSBK. With the 
support of dedicated TA, HCSBK will establish a tracking system for gender segregated data (borrowers and 
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disbursement).  As needed, TA funds will be also used for the detailed analysis of the gender component of the 
project.  

II. GENDER AND DEVELOPMENT 

1. What are the key gender issues in the sector and/or subsector that are likely to be relevant to this project 
or program? With regard to Kazakhstan’s gender statistics, 9,1 million or 51% of population are women, 4,4 million 
are considered as economically active. 56% or over 60,000 of HCSBK’s borrowers are women, 64% of them are 
located outside of the largest two cities, Astana and Almaty. However, there are still a huge number of women 
borrowers in the waiting list, who could not access mortgage loans from other banks. Furthermore, only 0.2% of all 
mortgage loans to women have overdue of 90 days. The government has various social support programs to women 
in place, including one-time maternity and birth allowances, monthly child care allowance and unemployment 
allowance for non-working mothers. 100% of all mortgage loans provided by HCSBK under the ADB loan will be to 
women as the sole/joint borrower, and the sole/joint owner of the housing unit to be financed under the ADB project. 
 
2. Does the proposed project or program have the potential to contribute to the promotion of gender equity 
and/or empowerment of women by providing women’s access to and use of opportunities, services, 
resources, assets, and participation in decision making?  Yes  No 
 
HCSBK will promote gender equality in accessing all of its residential housing financing products. by individuals and 
households. It will also implement a gender action plan and gender-related activities under the TA piggy-backed to 
the ADB loan.  
 
3. Could the proposed project have an adverse impact on women and/or girls or widen gender inequality? 

 Yes  No 
 
4. Indicate the intended gender mainstreaming category: 

  GEN (gender equity)                      EGM (effective gender mainstreaming)   
  SGE (some gender elements)         NGE (no gender elements) 

 
 

III. PARTICIPATION AND EMPOWERMENT 

1. Who are the main stakeholders of the project, including beneficiaries and negatively affected people? 
Identify how they will participate in the project design. 

All of the proceeds from the ADB loan will be used by HCSBK to provide mortgage loans to women borrowers. 

2. How can the project contribute (in a systemic way) to engaging and empowering stakeholders and 
beneficiaries, particularly, the poor, vulnerable, and excluded groups? What issues in the project design 
require participation of the poor and excluded? 
HCSBK will onlend minimum 60% of funds to women borrowers living outside of the Kazakhstan’s largest cities, i.e 
Astana, Almaty, Aktau, and Atyr. Women borrowers will be able directly access to affordable mortgage loans at 
HCSBK regional branches.  

3.  What are the key, active, and relevant civil society organizations (CSOs) in the project area? What is the level of 
civil society organization participation in the project design?  

  Information generation and sharing   Consultation        Collaboration        Partnership 

4. Are there issues during project design for which the participation of the poor and excluded is important? What are 
they and how should they be addressed?   Yes         No     

IV. SOCIAL SAFEGUARDS 

A. Involuntary Resettlement Category  A    B    C    FI 

1. Does the project have the potential to involve involuntary land acquisition resulting in physical and 
economic displacement?   Yes         No     

The sub-borrowers will be women borrowing funds to purchase or renovate residential housing units. Involuntary 
resettlement impacts through the use of facility funds are therefore not anticipated.  

2. What action plan is required to address involuntary resettlement as part of the transaction TA or due 
diligence process? 

 Resettlement plan                    Resettlement framework                     Social impact matrix  

 Environmental and social management system arrangement                    None 

B.  Indigenous Peoples Category   A    B    C    FI 

1. Does the proposed project have the potential to directly or indirectly affect the dignity, human rights, livelihood 
systems, or culture of indigenous peoples?         Yes         No    
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The sub-borrowers will be individual borrowing funds to purchase or renovate residential property. The activity is not 
expected to directly or indirectly affect the dignity, human rights, livelihood systems, or culture of any ethnic minority 
or indigenous people’s groups in Kazakhstan. 

2. Does it affect the territories or natural and cultural resources indigenous peoples own, use, occupy, or claim, as 
their ancestral domain?    Yes         No     

3. Will the project require broad community support of affected indigenous communities?   Yes     No    
4. What action plan is required to address risks to indigenous peoples as part of the transaction TA or due diligence 
process? 

 Indigenous peoples plan      Indigenous peoples planning framework     Social impact matrix   
 Environmental and social management system arrangement                   None 

V. OTHER SOCIAL ISSUES AND RISKS 

1. What other social issues and risks should be considered in the project design? 

 Creating decent jobs and employment     Adhering to core labor standards     Labor retrenchment 
 Spread of communicable diseases, including HIV/AIDS    Increase in human trafficking   Affordability 
 Increase in unplanned migration      Increase in vulnerability to natural disasters   Creating political instability  
 Creating internal social conflicts     Others, please specify __________________ 

 

2. How are these additional social issues and risks going to be addressed in the project design? 

Affordability. HCSBK will carefully determine the affordability level, primarly by assessing the available monthly net 
household income as the principal information to determine the credit size. The debt service capacity of the female 
mortgage borrowers and  the tenor of mortgage loans will be key factors to ensure affordability. HCSBK ensures in 
its underwriting process that the net income is properly estimated and that the debt service is affordable by the 
customers. In addition, ADB introduced a requirement on the maximum housing unit cost of KZT 30 million to avoid 
the financing of expensive housing units under the ADB project.  

VI. TRANSACTION TA OR DUE DILIGENCE RESOURCE REQUIREMENT 

1. Do the terms of reference for the transaction TA (or other due diligence) contain key information needed to be 
gathered during transaction TA or due diligence process to better analyze (i) poverty and social impact, (ii) gender 
impact, (iii) participation dimensions, (iv) social safeguards, and (v) other social risks. Are the relevant specialists 
identified?  

      Yes                   No    

 
2. What resources (e.g., consultants, survey budget, and workshop) are allocated for conducting poverty, social, 
and/or gender analysis, and participation plan during the transaction TA or due diligence?     
Social and gender component will be studied carefully during the project due diligence. 

a Sources:  
1. Republic of Kazakhstan. 2018. Strategic Development Plan of the Republic of Kazakhstan until 2025; Presidential 
decree №636. http://www.akorda.kz/ru/official_documents/strategies_and_programs   
2. Republic of Kazakhstan. 2016. State Housing Construction Program «Nurly Zher». Government decree №922. 
https://www.baiterek.gov.kz/ru/gosudarstvennaa-programma-zilisnogo-stroitelstva-nurly-zer 

b  Republic of Kazakhstan. 2018. State Program of the Regional Development until 2020. Government decree №767. 
http://adilet.zan.kz/rus/docs/P1800000767 

 

http://www.akorda.kz/ru/official_documents/strategies_and_programs
https://www.baiterek.gov.kz/ru/gosudarstvennaa-programma-zilisnogo-stroitelstva-nurly-zer
http://adilet.zan.kz/rus/docs/P1800000767
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SUMMARY OF FINANCIAL PERFORMANCE OF THE HOUSING CONSTRUCTION 
SAVINGS BANK OF KAZAKHSTAN 

 
1. Housing Construction Savings Bank of Kazakhstan (HCSBK) was established through a 
government decree in 2003 to promote long-term housing finance and mortgage development. It 
is 100% owned and controlled by the Kazakhstan government through the Baiterek National 
Management Holding.  As of yearend 2018, the bank has more than 1,100 personnel deployed 
across its 17 regional branches, 15 service centers, 12 service points and 156 consulting centers, 
thereby covering even remote rural areas.   
 
2. HCSBK has a monoline business model which solely focuses on housing loans.  This has 
made it a key player in this segment sharing 46% or KZT647 billion ($1.70 billion) of the country’s 
outstanding housing and mortgage loan portfolio as of yearend 2018.  The business model of 
HCSBK is implemented by taking long-term deposits from individuals who are then granted 
housing mortgage loans after accumulation of savings for a number of years (see table 3). This 
savings model is similar to that of a contractual savings institution for the housing sector that is 
prominent in Europe, primarily Germany (“Bausparkassen Modell”).  
 
3. The bank is actively involved in the government’s various state programs for housing 
development, the latest of which was the “Nurly Zher”.  Its participation in these programs 
contributed to the bank’s loan portfolio expansion as seen by the key indicators below.  
 

Table 4.1: Key Indicators in Absolute Amounts  

Particulars  
In KZT Millions In US$ Millions 

2015 2016 2017 
June 
2018 

2015 2016 2017 
June 
2018 

Total Assets 474,064 621,550 762,267 850,644 1,398 1,863 2,296 2,494 

Cash and Cash Equivalents  33,961 78,446 59,587 62,742 100 235 179 184 

Trading Securities 4,843 5,130 4,915 - 14 15 15 - 

Investment Securities  152,477 134,463 168,783 249,065     

Gross Loan Portfolio 277,437 327,690 461,460 523,746 818 982 1,390 1,536 

Non-Performing Loans (NPL)  1,197 1,379 1,375 1,285 4 4 4 4 

Loan Loss Reserved (LLR) 1,283 1,114 1,402 1,602 4 3 4 5 

Net Loans  276,154 326,576 460,058 522,144 814 979 1,386 1,531 

Investments Held to Maturity  - 68,666 57,925 - - 206 174 - 

Other Assets  6,630 8,268 10,999 16,693 20 25 33 49 

Total Liabilities  366,481 502,668 609,378 672,828 1,081 1,506 1,835 1,973 

Customer Accounts  301,033 413,276 526,796 573,268 888 1,239 1,587 1,681 

Borrowings  61,464 68,266 72,102 77,935 181 205 217 229 

Dividends Payable  - - - 7,676 - - - 23 

    Other Liabilities  3,984 21,125 10,479 21,624 12 63 32 63 

Equity 107,582 118,882 152,890 177,816 317 356 460 521 

Net Income (after tax)  15,232 22,596 25,587 14,766 58 67 77 45 

  Source: Audited financial statement and management’s interim report.  
 

Table 4.2: Key Ratios  

Particulars 2015 2016 2017 June 2018 

Liquid Ratio(k4-3) 2.20 3.31 3.55 3.19 
NPL Ratio  0.43% 0.42% 0.30% 0.25% 
LLR Coverage  107.16% 80.78% 101.93% 124.69% 
Net Interest Margin 6.29% 6.85% 6.18% 3.13% 
Return on Equity 14.12% 19.96% 18.83% 9.64% 
Return on Assets 3.40% 4.12% 3.70% 1.91% 
Capital Adequacy Ratio (CAR) 40.01% 50.60% 56.60% 60.20% 
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4. HCSBK’s assets consistently increased from 2015 to June 2018 with compounded annual 
growth rate of 26%.  Growth was mainly from deposits which financed an average of 66% of total 
assets.  The increasing number of depositors aiming to acquire a mortgage loan, and the 
government’s provision of an annual premium1 on the Housing Construction Savings (HCS) of 
each depositor, further boosts its growth.   
 
5. Increments in resources were mostly invested in loans and liquid assets with them 
comprising an average of 58% and 36%, respectively, of the bank’s resources.  Despite the 
expansion of loans, liquidity was adequately maintained.  This is largely attributed to the business 
model, which has repressed withdrawals although it is allowed, plus the government funding 
support that also posted a steady growth since 2015.  As of June 2018, the bank has long-term 
borrowings from four government agencies with interest rates ranging from 0.01% to 1% per 
annum. Its highest exposure of KZT40.18 billion (52% of total borrowings) is to the Ministry of 
Finance.   
 
6. HCSBK has also maintained good portfolio quality.  As seen in table 2, NPL ratio was 
maintained at less than 1% of gross loans, while loan loss reserve coverage as of June 2018 is 
more than adequate at 125%.  This performance is driven by the HCS scheme wherein clients 
are mostly required to build up their savings before becoming eligible for a mortgage loan. Said 
process, coupled with the government’s support through the annual premium, plus the 
collateralized property, has incentivized many clients to maintain their loan as current.  As of June 
2018, 98% of the bank’s loan portfolio are fully collateralized, while 42% a has loan to value ratio 
of 50% or less.   
 
7. The good quality of loans and its expansion coupled with the cheap sources of funds, 
enabled HCSBK to be profitable.  This also led to the growth of equity.  As of June 2018, the bank 
is adequately capitalized with CAR at 60.20%.  Overall, based on submitted financial reports, the 
bank has a good financial condition with huge potential for growth.   
 

Table 4.3:  HCSBK’s Loan Products 

Loan 
Products 

Eligibility Criteria 

Loan 
Amount 

Converted to  
Housing Loan 

Interest Rate 
per annum 

Security 
Savings 

Accumulation 
Period 

HCS to 
House 
Cost  

Housing  3-15 years 50% 50% of the 
housing cost, 
KZT100 
million 
maximum 

N/A 3.5 – 5% Real estate  

Preliminary  3-15 years 20% 100% of the 
housing cost, 
KZT45 million 
maximum 

Yes, once 
accumulated 
savings reach 50% 
of the house cost.  

7%, but goes 
down to 5% 
once transferred 
to housing Loan  

Real estate 
and 
savings  

Interim  None  50% 100% of the 
housing cost, 
KZT90 million 
maximum 

Yes, upon reaching 
the 3-year minimum 
savings 
accumulation 
period.  

7%-8.5%, but 
goes down to 
5% once 
transferred to 
housing Loan 

Real estate 
and 
savings 

 

                                                
1  The 2017 HCSBK Audit Report disclosed that annually the government provides premiums on HCS of depositors 

from the government budget, including estimated fees not exceeding 20% of 200 monthly calculation indexes per 
one depositor to encourage HSC in Kazakhstan.  


