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CURRENT TRENDS AND PROSPECTS FOR THE BANKING
SECTOR DEVELOPMENT

The state of the economy in any country determines the level of development of banking,
since these two areas are directly interconnected and interdependent. This was confirmed again
in 2020-21, when the world was hit by a pandemic associated with Covid19, which led to a fall in
the economies of the countries of the world and, accordingly, to restrictions on the activities of all
spheres, including the banking sector. The banking statistics of recent years characterize a rather
tense situation in the industry, which cannot but arouse interest in studying both the causes and
possible consequences not only for the banking business, but also for the economy as a whole.
Despite the fact that in 2020 the banking sector of Kazakhstan showed a positive result, it is
impossible to make an optimistic conclusion about a favorable situation in the banking business.

It is necessary to pay attention to the importance of such an integrated approach due to the
fact that recently there is often a one-sided interpretation of a commercial bank as a financial
intermediary, which infringes on its role as a producer of loans, which are one of the main banking
products. The bank, as a credit provider, has recently begun to lose its position in terms of its
target direction in the real sector, reorienting itself to profitable and risky areas. The consequences
of such a policy are felt, first of all, on the general state of the economy, the lag in the development
of the real sector, and the outstripping growth of the financial market, which is disconnected from
real projects.

The article presents the results of a study conducted to assess the impact of current trends in
the development of the banking sector on the prospects of the banking activities in Kazakhstan.

Keywords: bank, banking sector, assets, loans, profitability, loss ratio, consolidation, conso-
lidation, trend, Kazakhstan.
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Introduction. The inconsistency of the ban-
king policy with the requirements of the economy;,
naturally, generates a negative attitude on the part
of the subjects to the banks, and the banks them-
selves begin to experience difficulties in attracting
resources. The crisis of the bank-client relationship
leads to a loss of trust, which inturn infringes on
the interests of the bank, and it suffers a liquidity
crisis with all the ensuing consequences. It is ne-
cessary to emphasize the economic validity of the
banks  desire to be ahead of time by providing
loans for future projects, since often advance pay-
ments are a necessary condition for the imple-
mentation of credit policy.Banking activity from
the point of view of the environment, conditions
and factors of product promotion in the market is
of interest for the study of the role of banks in the
economy, both at the present stage and in the future.

A modern commercial bank sells products
designed to maintain liquidity on the money market:
deposit and payment products. In the capital
market, it offers products that allow you to bring
the lender and the borrower together: and in the
financial market, it works with financial instru-
ments, realizing its functions as a financial inter-
mediary. It is this triune approach to assessing
the bank’s market opportunities that allows us
to more fully and deeply track the trends in the
development of the bank’s role in the modern eco-
nomy. The situation in our country, aswell as in
the whole world, is developing in such a way that
now it is no longer possible to say that during a
pandemic, economic development will remain
without dynamic and rather serious reforms. On
the contrary, the search for ways to overcome
the forced confined space caused by quarantine
restrictions led to a new round in the development
of banking technologies for customer service and
the emergence of hitherto undeveloped or unrea-
lized projects of remote access, mobile applica-
tions and other innovations. This, inturn, is reflec-
ted inthe traditional services of banks and requires
new approaches to service, without prejudice to
the interests of all stakeholders —banks, customers,
regulators.

Literature review. The successful functio-
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ning of a commercial bank should correlate with
the general state of the economy: enrichment of
the bank during a downturn in the economy is a
possible scenario, but this is far froman ideal op-
tion for the bank to realize its goal as a commercial
enterprise. The study of the interdependence of
banking activity with the economy is carried out
at different levels, including the relationship
«bank-client», «bank-state», «bank-real sector of
the economy», etc.Suffice it to mention such aut-
hors from Russia and Kazakhstan as Seitkasi-
mov G.S., Parusimova N.1., Iskakova Z.D., Lav-
rushin O.l., Sembieva L.M., in their works, enough
attention is paid to a deep analysis of both the
economy as awhole and the situation in the finan-
cial and banking sectors [1-6].The approaches
of these authors from Russia and Kazakhstan
deserve attention, since in the modern economy
of the two countries there are many common
«painful» points and points of contact due to com-
mon roots and the basis formed during the Soviet
and then transitional economies.Basically, all
authors agree in a unanimous opinion that banks
should always take into account the specifics of
the situation in a particular country in order to
meet the changing requirements and needs of
the economy and economic entities.For this pur-
pose, the need for constant research of these pro-
blems has been and remains quite urgent. \We have
also studied the above issues earlier [7-11].

In our opinion, a more attractive state is
when banks meet the requirements of a growing
economy, which is supported by the presence of
appropriate conditions and factors that contri-
bute to the implementation of banking policy.

The main body. Inthe last months of 2020,
the pace of development of banking activities in
Kazakhstan slowed down, which was reflected
in a decrease in the growth of assets in general,
loans and other indicators of active activity of
Second level banks. This, in turn, affected the fi-
nancial performance of the banking sector. Thus,
according to data for 2020, the total profit of the
sector amounted to 726.8 billion tenge, which is
9.5% (or 76 billion tenge) less than the result of
the previous year [12].
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According to the analysis of the financial
results of the second-tier banks, 2017 was the
most unprofitable year for the banking sector in
previous years (Table 1). Moreover, the main

negative factor is the unprofitability of non-re-
muneration-related activities, which is observed
throughout the entire period under review (2017-
2019).

Table 1
Profitability of the banking sector of Kazakhstan *
Bln. KZT
. 01.01. 01.01. 01.01. 01.01. 01.01.
Ne Indicator name/Data 2017 2018 2019 2020 2021
1. | Interest income 2165,7 2 338,5 2 090,2 22184 24547
2. | Interest expenses 1184,4 1296,1 981,1 1066,2 1207,1
3. | Net interest income 981,3 1042,6 981,0 1152,2 12475
4. | Non-interest expense 411615 28 792,6 30 687,0 194420 36 983,6
5. | Non-interest expense 41 665,1 29 796,8 30 897,9 19 643,4 37 313,1
6. | Net non-interest 5036 | -10042| -2109| -201,4|  -3295
income/loss
7. | Net profit/loss before 4777 38,2 7703 950,8 918,0
income tax
8. | Income tax expenses 80,1 99,4 128,5 160,6 192,1
9. | Net income/loss after 397,6 623|  6424| 7909| 7261
income tax

*Source: https://finreg.kz/ Current State of the Banking Sector of Kazakhstan

(2017-2021years)

Thus, the main type that determines the
profitability of banks is not credit activity, but ac-
tivity that brings non-interest income (commission-
intermediary). This dynamic is likely to continue
in terms of indicators in the future.The difficult
situation is due to the conditions of recent years,
burdened by challenges in the global and national
economy, which could not but affect a slight decline
in indicators characterizing the role of banks in
the economy. According to statistics, with a posi-
tive GDP dynamic, the indicators of the banking
sector inrelation to GDP tend to decrease [13].

One ofthe signs of an unfavorable develop-
ment scenario isthat in recent years there has been
a pronounced trend associated with a decrease
in the share of loans in bank assets. If at the be-
ginning of 2015 this figure was about 78% (inclu-
ding interbank lending), by now it has fallen to
almost 50%. 2020 was also no exception in this
indicator: with the growth of the total loan portfolio
of SLB for the year by 7.1% (from 14.74 trillion

to 15.79 trillion tenge), its share in assets for the
year decreased from 55 to 50.7% [3].

The figures show that banks are suffering
losses in their main business — lending, which, in
our opinion, was not without the influence of the
factor of restrictive conditions, which led to a de-
crease in the availability of services for customers.
Similar negative changes occur in other areas of
active operations, especially in those banks that
were not ready to work in remote access.

This year, according to experts, the situation
will not receive a positive resolution due to the
special conditions of a restrictive nature associated
with the introduction of quarantine measures.

What are the main current trendsin the
banking sector that may affect the
development of domestic banks in the future?

The first major trend that determines the
future of the banking business is the growing
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demand of customers for remote financial services.
This trend is due to the increased interest of the
population and companies in remote services and
the availability of virtual financial services. Onthe
other hand, banks are also aware of the need to
develop digitalization and the inevitability of
growing competition in this area, leading to higher
quality and lower cost of services. Therefore, for
banks, this means the need to step up effortsand
look for new, still unoccupied niches, improve the
product range and improve the quality of service.

The next significant trend is consolidation
and recovery in the financial sector. The charac-
teristic trend of the last decade, which is expressed
in the absorption of weak players by healthier and
stronger ones, has continued in 2020-21. The num-
ber of banks has fallen to 26 since the beginning
of 2020. The regulator revoked the license of
Tengri Bank, and two other players-ATFBank
and Jasan Bank-completed the transaction, which
IS expected to continue the successful operation
of ATFBank’s business and maintain its custo-
mer base. Another significant transaction is rela-
ted to the acquisition of Kassa Nova Bank by
Freedom Finance. The latter can be associated
with such a trend as the development of invest-
ment activities of domestic banks intandem with
financial companies. A special feature of the ac-
quisition of Kassa Nova Bank by Freedom Finan-
ceisthat it is aimed at using the opportunities of
digital investment banking for corporate clients [4].

The current trend of the modern period is
the activation of anti-crisis measures taken by the
state in the person of the government. As is custo-
mary from the experience of previous crises that
have affected the economy since the beginning of
the 21st century, the state has shown a high degree
of readiness for challenges in the current period.
The pandemic, which has become a catastrophe
of the 21st century, has deeply affected the econo-
mies ofworld powers and countries in the develo-
ping sector, which could not but affect the state of
the national economy.

In response to very difficult events, the Go-
vernment of Kazakhstan very quickly adopted a
program to support businesses and the population,
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including the allocation of a huge amount of funds
for the implementation of the «Economy of Simple
Things» program, the financing of working capital
of SMEs and the «<Employment Roadmap» pro-
gram. As you know, Kazakhstani entrepreneurs
have received a number of tax incentives, inclu-
ding deferral of all types of taxes, reduction of
VAT on agricultural products and food products,
and zeroing of customs duties on critical imports.
In addition, the Agency for Regulation and Deve-
lopment of the Financial Market introduced regu-
latory relief for banks that provided affected
entrepreneurs and the public with a delay in the
payment of principal and interest on all loans.

According to experts, during the pandemic,
state bodies interacted quite effectively with bu-
siness in the person of the National Chamber of
Entrepreneurs.

In addition to these anti-crisis programs and
measures to support the economy, the state ini-
tiated and actively participated in the development
of post-crisis development programs, including
the concept of financial technology and innova-
tion development until 2025, the concept of finan-
cial market development and the monetary policy
strategy.

Nevertheless, the difficulties of business de-
velopment and a sharp drop in the welfare of the
population could not but affect the performance
of second-tier banks and other credit institutions,
as noted above. Now it is clear that the further
dynamics of indicators in the banking sector
will be largely determined by the speed of eco-
nomic recovery, the period of regulatory relaxation
and the need to form additional provisions for
potential non-performing loans. Banks are taking
measures in this direction, but the success or failure
of banks is largely determined by the ability of
businesses to maintain financial stability and
service loans.

Conclusion. For banks in Kazakhstan, as
well as in other countries of the world, 2020 will
remain both a year of testing and a year of break-
through in the digital information space. The laid
foundations of remote access and technological
advancement will become the foundation for the
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future construction of qualitatively changing ser-
vices for business and banking services for the
population. Inour opinion, in the near future, all
the trends that declared themselves in 2020 will
continue.

Along with the difficulties of the period, the
«coronacrisis» made it possible to move fromthe
«dead» point some of the issues that actualized
remote access services.The situation was inten-
sified by the fact that against the backdrop of in-
terbank competition became noticeably increasing
competition from traditional banks with financial
technology and technology companies.

Consolidation and increased competition
will remain relevant, as a result of which new finan-
cial instruments and sales channels for financial

products will inevitably appear. Further develop-
ment of the digital investment business in the
country will continue with the improvement of the
non-cash payment system. The state and regulatory
authorities should respond in a timely manner to
new trends in the economy and the financial sec-
tor, anticipating inconsistencies in the conditions
of business functioning, limited by the impact of
quarantine measures and other possible challen-
ges. Itis hoped that the competent management
of the economy and business in general will not
worsen, but on the contrary, will contribute to pro-
gress through the introduction of innovations and
the emergence of new financial instruments and
technologies.
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9.9. Mycuna, M.A. CBsToBa

BAHK CEKTOPBIHBIH KA3IPI'T TEHAEHIUSIJIAPBI )KOHE JIAMY BOJIALLIAFBI
AHaaTna

Ke3 kenreH enyieri 5KOHOMHKA KaFaiibl OaHK KBI3METIHIH JaMy JCHTCHiH aHBIKTal Ibl, OUTKEH1
eki cana na Oip-OipiMeH e3apa OaiiaHbBICTHI jkoHe e3apa Tayendi. byn 2020-2021 xpuimapser Oykin
onem Covid19-ra GaiiaHbICTBI HAHJEMHUSIFA YIIBIPAIl, OaPIIBbIK cajla KbI3METTEpiHe, COHBIH illliHIe OaHK
CEKTOPBI KbI3METiHE Jie IEeKTeynep KOWbUIFaHa, COMUTII, aJIeM elziepi SKOHOMHUKACH KyJIAbIpail 6acTa-
FaHJa Tarel Oip MopTe JanenaeH . bBaHk KpI3MeTiHiH COHFBI KbUIAApAa KacaJfaH CTATHCTUKACH OCBI
caazia OOJIBIN )KaTKaH KYP/CIi IUENICHICTI )KaFIai Il alKbIHIa b1, OYJI OHBIH TeK OaHK OM3HEC] YIIIiH
FaHa eMec, COHBIMEH KaTap OYKiJl 9KOHOMHKA YIIiH ce0enTepi MeH BIKTHMAJ CallapiiapblH 3epTTeyre
JIeTeH KbI3BIFYIIBUIBIK TyabIpMail KoiMalTeiHbI aHbIK. 2020 xbutbl KasakcTaHHBIH OaHK CEKTOPHI OH
HOTHXKE KOPCETKEHIHEe KapamacTaH, OaHK OM3HECIHer KOJaibl )KaFaald Typajabl ONTUMHUCTIK KOPBI-
THIHJBI JKacay MYMKIiH emec.

COHFBI Ke37Iepi KOMMEPITHSUTBIK OaHKKE Kap KbUTBIK JIEIIaT PETiHAe OipiKaKThl, IFHU OaHKTIH 0aCThI
eHIMIEpiHiH OipiH — Hecuemnep i OHAIPYIL peJliHe HYKCaH KeNTIPeTiH aHbIKTaManap *Hi Ke3eCeTiHAIKTEH,
MYH/Jaii KeleH i Tacinre 6aca Ha3ap aygapyAblH MaHbI3IbIIBIFBIH aTall ©TKeH XeH . COHFBI yaKpITTapaa
OaHKk Hecue Oepyli peTiHze TaObICTHI XKoHE ToyeKeN OarbITTapra Oapynbl TaHAA OTHIPBIN, HAKTHI CEK-
TOPIAFbl MAKCATTHI OaFBITHI OOMBIHINA 63 TO3UIMSIAPHIH JKOFaNITa OacTaasl. MyHaail casicaTTbIH caliapbl,
€H aJIbIMEH, SKOHOMHUKAaHBIH JKaJIIIbl )KaFJallbIHa, HAKTHI CEKTOP AaMybIHBIH OasylayblHa )KOHE Kap Kbl
HaAPBIFBIHBIH [IBIHANWEI )K00aJapAaH aXbIparaH e6Cy KapKbIHAAPBIHBIH 03ybIHA 9cep eTeli.

Makanaga Ka3ipri ke3zmeri 0aHK CeKTOpbl JaMYBIHBIH 3aMaHayd TpeHATepiHiH KazakcraHmarbl
0aHK KbI3METIHIH KeJellerine acepin Oaranay MaKCaThIHA XKYPri3iireH 3epTTey HOTHKEIepi KeNTIpiIreH.

A.A. Mycuna, M.A. CBsaToBa
COBPEMEHHBIE TEHIEHIINN U MEPCITEKTUBBI PA3BBUTHSI BAHKOBCKOI'O CEKTOPA
AHHOTAINA

CocTostHuEe SKOHOMUKH B JII000# CTpaHe OIpeneisieT ypOBeHb Pa3BUTHS OaHKOBCKOM JIEATENbHOCTH,
MOCKOJIBKY 3TH 1B C()epbl HEMOCPEACTBEHHO B3aMMOCBS3aHbl U B3aMMOOOYCIIOBJIEHBI. JTO €elIe pa3
noareepauiiock B 2020-21 rogax, korna Ha MUp oOpyLmiack naHaemusi, cesizannas ¢ Covid19, npusenmas
K MMaJIeHUI0 SKOHOMHK CTpaH MHpPa U, COOTBETCTBEHHO, K OFPaHUUEHUSIM JEATENbHOCTH BCeX cdep, B T.4.
OaHKOBCKOro cexkropa. CTaTucTuka 0aHKOBCKOW JESTETbHOCTH MOCISAHUX JIET XapaKTepu3yeT A0CTa-
TOYHO HAIPSDKEHHYIO CUTYaLlMIO B OTPACIIH, YTO HE MOXKET HE BBI3BIBATH MHTEPECa K UCCICAOBAHHIO KaK
MPUYKH, TAK ¥ BO3MOKHBIX ITOCTIEACTBUHN HE TONBKO 17151 0aHKOBCKOTO OM3HECa, HO U JJIsl SKOHOMHUKH B
uenoM. Hecmotpst Ha To, uto 3a 2020 ron 6aHKoBckHi cekTop Kazaxcrana mokazai MolOKUTENbHBIN pe-
3yJIBTaT, HEMb3sl CAeIaTh ONTUMHUCTUYHBIN BHIBOA O OIarONpHATHOM CHTyallMH B cpepe OaHKOBCKOTo On3Heca.

Crnenyer oOpaTuTh BHUMaHUE HA BaYKHOCTh TAKOIO KOMIUIEKCHOTO ITOJIX0/A B CBSI3U C TE€M, UTO B
nocieaHee BpeMsl 4acTh BCTpeyaeTcsl OAHOOOKas TPAKTOBKa KOMMEPUYECKOTro OaHKa Kak (PMHaHCOBOTO
MOCPEAHUKA, YIIEMJISIOIAs €ro POib KaK MPOU3BOANTENS KPEIUTOB, SIBISIOIIMXCS OAHUMH U3 TIIaBHBIX
0aHKOBCKUX MPOAYKTOB. baHK, Kak MOCTaBIIMK KPEANUTA, CTal TEPATH CBOU MO3ULMH B YACTH €ro Lee-
BOT'O HATIPABJIEHUS B OTPACIIH PEATBHOI0 CEKTOpa, IIePEOPHEHTHPOBABLINCH HA TPUOBLTHHBIE U PUCKOBBIC
HanpasineHus. [lociaencTBUS Takol MONMTUKU OLIYTHMBI, B MIEPBYIO Ouepelb, Ha OOIEM COCTOSHHUU
9KO-OMHUKH, OTCTaBaHWH PAa3BUTHA PEATBHOIO CEKTOpa, ONEPEKEHUH TEMITOB POCTa (PMHAHCOBOTO PBHIHKA,
OTOPBAHHOT'O OT PEATbHBIX IPOCKTOB.

B cratbe npuBeneHb! pe3ylbTaThl HCCIISAOBaHUS, TPOBENEHHOTO C IENBI0 OLEHKH BIMSIHUS TEKYIX
TPEHIOB pa3BUTHA OAHKOBCKOTO CEKTOpa Ha MEpCHeKTUBBI OAHKOBCKOH AestenbHocTH B Kasaxcrane.

— s th fda—
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