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The impact of financial stability of the banking sector on economic growth

Abstract. In this article, the development of Kazakhstan’s economy was closely related to the
financial sector, and it was the definition of financial stability in the banking sector. Therefore, second-tier
banks are developing their role in the country’s economy through financial stability in the banking sector
for profit. In this connection, the analysis of the GDP of the banking sector of the Republic of Kazakhstan
as a whole for 2013-2018, the ratio of assets to GDP and the ratio of customer deposits to GDP, the
results of a comparative analysis of the gross domestic product of 5 leading second-tier banks for 2013-
2017. In this regard, offering new banking products, improving the quality of service. The increasing role
of the banking sector in economic development is characterized by the state of development of modern
information technologies and electronic services.
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As an introduction the formation of Kazakhstan’s economy is possible only with the
interaction of the banking and real sectors. The development of enterprises producing products
and providing services in the real economy requires the creation of a sustainable banking sector,
its main feature is to provide small businesses and individuals with low interest loans that meet
their needs, as well as the functioning of the system to save time and improve reliability in the
calculations.

The purpose of the article is to study the financial stability of the banking sector, determine
its impact on the economy. To achieve this goal, the following tasks are needed:

1. Analysis of the role of Kazakhstan’s banking sector in the economy;

2. GDP analysis of five leading banks;

3. Analysis of the loan portfolio of five leading banks.

The study used» informational, mathematical, logical methods of cognition « and
“theoretical” methods of research (problem statement, analysis, comparison, clarification).»

In article on the basis of the research the following results are shown:

- strengthening of interbank competition in connection with the development of market
relations in the economy and society;

- The most important task of the banking system, analyzing the role of the banking sector
of Kazakhstan in the economy, is to improve the lending mechanism, ways of regulating money
circulation and increasing solvency;

- improvement of financial stability in connection with the stabilization of the loan portfolio
in the banking sector.

The purpose of commercial banks, as well as any credit institution, is not only profit, but
also competitive relations, stabilization of the socio-economic situation, provision of new services
and products that meet modern requirements. Therefore, it is currently important not only to
provide affordable loans with a concentration of free cash of the bank’s customers, but also to
provide high-quality banking services.

For the provision of banking services, there is extensive access to a remote communication
channel, including the opening of a deposit account, the implementation of money transfers, the
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provision of electronic invoices and traditional and new services that allow bank customers to
receive and pay for funds from accounts on the Internet and through the official website.

The banking sector of Kazakhstan in terms of development dynamics exceeds both GDP
growth rates and non-resource sectors of the country. Banks are providing foreign currency with the
involvement of external funds, have a significant impact on the formation of the national currency.
Also, banks play a key role in the stock market of the country, which are the main contractors
of financial instruments, providing the main turnover of funds. Thus, in order to determine the
impact of the financial stability of the banking sector on economic growth, the analysis is based
on the financial performance of second-tier banks (table 1).

Table 1
The Role of Kazakhstan’s banking sector in the economy
billion tenge

Indicators 01.01.2014 | 01.01.2015 | 01.01.2016 | 01.01.2017 | 01.01.2018 | 01.01.2019
GDP 344434 39 040,9 40 884,1 457321 53101,3 58242,9

Billion tenge

The ratio of assets to GDP, 44,9% 46,3% 61,4% 55,2% 45,5% 43,3%

%
Loan portfolio to GDP 38,8% 36,8% 37,9% 33,5% 25,6% 23,6%
ratio, %

Ratio of customer deposits 28,6% 28,5% 41,7% 36,7% 31,4% 29,3%
to GDP, %

Ratio of allocation of part 1,133 1,148 1,157 1,041 1,023 1,022

of funds to domestic assets

Note — compiled from the source [1]

In the table for the period of analysis of the role of the banking sector of Kazakhstan in
the economy, the GDP for 2018 compared to 2013 amounted to 23799.5 billion dollars. In 2018,
compared to 2017, the growth amounted to 5141.6 billion tenge or 40.9% and in 2018, compared
to 2017, the growth amounted to 5141.6 billion tenge or 40.9% tenge or 8.8%, that is, GDP is
growing steadily, and the economy is developing steadily.

The ratio of assets of the banking sector in Kazakhstan to GDP decreased by 1.6% compared
to 2013, 2018 compared to 2017 by 2.2%, but the year 2015 in comparison with 2013, increased
by 16.5%. From this, the ratio of banking sector assets to GDP has been growing steadily from
2015 to 2015, the period after 2015 to 2018. Thus, according to the National Bank of the Republic
of Kazakhstan, when analyzing the structure of total assets of the banking sector for 2013-2017,
2016 compared to 2013 amounted to 10095.1 billion tenge in 2017, compared to 2016, it increased
by 1 336.3 billion tenge, or by 5.2%.

The ratio of the loan portfolio to GDP decreased in 2018 by 15.2% compared to 2013,
2018 compared to 2017 by 2.0%, i.e. the ratio of the loan portfolio to GDP will decrease from
2013 to 2018. Thus, when analyzing the structure of the loan portfolio of the banking sector of
Kazakhstan, loans issued to legal entities in 2018 compared to 2013 amounted to 3544.9 billion
tenge by 27.5% or $ 1696.3 billion tenge or 11.6%.

The ratio of customer deposits to GDP in 2018 compared to 2013 increased by 0.7%, and
in 2018 compared to 2017 decreased by 2.1%. Since all deposits of clients (legal entities and
individuals) have been growing steadily until 2015, they have decreased since 2016.

The coefficient of placement of part of the funds in domestic assets decreased compared to
2013 by 0.111, 2018 compared to 2017 by 0.001.

Such banks as Qazaq Banki, Bank of Astana and Eximbank left the market, the merger of
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Kazkom and Halyk Bank was completed.
Despite the influence of closed banks, the growth of the system’s assets in 2018 was about
8%, which is slightly above the inflation rate. However, this growth was very small, particularly
below the level of real GDP, taking into account the revaluation of assets in foreign currency [2].
Currently, the development of the banking system of the Republic of Kazakhstan and the
role of the banking sector in the economy of interbank competition are determined by the main
financial indicators. This means strengthening interbank competition through the development
of the economy and market relations in society. At the same time, the most important task of the
banking system is to improve the credit mechanism, ways of regulating money circulation and
improving solvency. So we analyzed with the banking sector compared to the GDP of the five

largest banks in recent years (table 2).
Table 2
GDP figures of the top five banks

billion tenge

Name of the Bank 01.01.2014 | 01.01.2015 01.01.2016 01.01.2017 01.01.2018
Halyk Bank of Kazakhstan JSC |2 954,0 3825,0 4758,0 5173,0 5485,0
Kazkommertsbank JSC 3871,0 4 856,0 6 548,0 5921,0 5314,0
Bank CenterCredit JSC 35275,0 38712,0 40761,0 45732,0 47 021,0
Sberbank JSC 2 356,0 2478,0 2736,0 2 834,0 29320
“Kaspi Bank” JSC 30 348,0 35255,0 37 895,0 40 315,0 43 144,0
Note — compiled from the source [4,5,6]

In the table on GDP indicators from five leading banks in the period 2013-2017 GDP
indicators of Halyk Bank of Kazakhstan JSC, Bank CenterCredit JSC, Sberbank JSC, “Kaspi
Bank” JSC are growing steadily, despite the stable GDP growth of Kazkommertsbank JSC from
2013 to 2015, we can see a decrease in 2016, 2017. Therefore, the role of Kazkommertsbank JSC
in the economy decreased in interbank competition.

50 000
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30 000
m Kazkommertsbank JSC
25000 m Bank CenterCredit JSC
20 000 M Sberbank JSC
15 000 m Kaspi Bank JSC
10 000
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Figure 1 - GDP dynamics of the top five banks
Note: compiled by the author on the basis of the source [4,5,6]

GDP of Halyk Bank of Kazakhstan JSC for 2017 compared to 2013 amounted to 2531.0
billion tenge compared to 2016, it increased by 312 billion tenge. Thus, we see a steady GDP
growth of Halyk Bank of Kazakhstan for 5 years.
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The GDP of Kazkommertsbank JSC for 2017 compared to 2013 amounted to 1443.0 billion
tenge compared to 2016, it increased by 607.0 billion tenge the amount of the reduction. But,
despite the stable growth until 2016, we see a decline in 2017, that is the GDP of Kazkommertsbank
JSC is unstable.

The GDP of Bank CenterCredit JSC for 2017 compared to 2013 amounted to 11746.0 billion
tenge, compared to 2016-1289.0 billion tenge more. The GDP of JSC «Bank CenterCredit» has
grown steadily for 5 years.

The GDP of Sberbank of Russia in 2017 compared to 2013 amounted to 576.0 billion tenge
compared to 2016, 98.0 billion tenge more. Sberbank’s GDP has grown steadily for 5 years.

The GDP of JSC «Kaspi Bank» for 2017 amounted to 12796 billion tenge in comparison
with 2016-2829.0 billion tenge more. Kaspi Bank’s GDP has grown steadily for 5 years.

In order to use remote banking distribution systems, Caspi’s GDP is high compared to other
banks.

Table 3
Loan portfolio of five leading banks
billion tenge

Name of the Bank 01.01.2014 [ 01.01.2015 01.01.2016 01.01.2017 01.01.2018
«Halyk Bank of Kazakhstan» | 1 805,0 1934,0 2 481,0 2 281,0 2 650,0
JSC

«Kazkommertsbank» JSC 1964,0 2 196,0 4007,0 3937,0 897,0
«Bank CenterCredit» JSC 973,0 918.,0 1039,0 889.0 931,0
«Sberbank» JSC 73,0 1004,0 972,0 892,0 1029,0
«Kaspi Bank» JSC 734,0 765,0 783,0 715,0 891,0
Note — compiled from the source [4,5,6]

The loan portfolio of Halyk Bank of Kazakhstan JSC for 2017 amounted to 845.0 billion us
dollars compared to 2013-2016, the growth amount to 369.0 billion tenge. Thus, we see that the
loan portfolio of Halyk Bank of Kazakhstan has grown steadily for 5 years.

In 2017, the loan portfolio of Kazkommertsbank JSC amounted to 1067.0 billion tenge
compared to 2016, it decreased by 3040.0 billion tenge the amount of the reduction. But, despite the
stable growth until 2016, we see a decline in 2017, that is, the loan portfolio of Kazkommertsbank
is unstable.

In 2017, compared to 2013, the loan portfolio of Bank CenterCredit JSC amounted to 42.0
billion tenge compared to 2016, it decreased by 42.0 billion tenge more. The loan portfolio of JSC
«Bank CenterCredit» fluctuates in different years.

Compared to 2013, the loan portfolio of Sberbank of Russia amounted to $ 956.0 billion
tenge in comparison with 2016-137.0 billion tenge more. Sberbank’s loan portfolio has grown
steadily over the past 5 years.

The loan portfolio of JSC «Kaspi Bank» for 2017 amounted to 157 billion tenge compared
to 2013 in comparison with 2016-176.0 billion tenge more. The loan portfolio of Kaspi Bank has
grown steadily for 5 years.

Stabilization of the loan portfolio in the banking sector through the introduction of Internet
banking by banks is a significant increase in the customer base and effective use of staff services
and branch network.

Therefore, it is impossible to imagine the functioning of banking institutions and, in
particular, without the use of global computer networks, without the use of modern information
technology.

Based on the indicators analyzed above, the impact of financial stability in the banking
sector on economic growth can be stated by the following recommendations:
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1. Improving the quality of management and banking supervision in order to eliminate weak
asset quality indicators.

2. Improving the quality of the loan portfolio in order to reduce the volume of consumer
lending to individuals, as well as increasing the volume of loans to legal entities (including those
issued to small and medium-sized businesses).

3. Increase of commercial income of clients and client portfolio with increase of deposits
(deposits) of legal entities.
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BaHK ceKTOpPbIHAAFBI KAPKbLIBIK TYPAKTBLIBIKTBIH IKOHOMHUKAJIBIK Ocyre dcepi

Amnparna. byn Makanaga KazakctaH SKOHOMHKACHIHBIH JaMybl KapyKbl CEKTOPJIAphIMEH THIFI3
OaiiaHbICTHl OOJIFaH/BIKTaH, 0AHK CEKTOPBIHIAFBI KAap)KBUIBIK TYPAKTBUIBIKTHI aliKbIHIAy Oomnubl. CoH-
JIBIKTaH, eKiHII JeHTeli OaHKTep maliaa Tady MakcaThlHAA ©3 KbI3METTEpIiH JKYy3ere achlpa OTBIPHII, eI
SKOHOMUKACHIH/IAFBI POJIIH OaHK CEKTOPBIHIAFBl KApXKBUIBIK TYPAKTBUIBIK apKbUIbl nambiTyna. Con ce-
oenrreH, Kazakcran PecmyOnukachlHBIH OaHK CEKTOPBIHBIH kanmbl 2013-2018 sxpuimap apanbiFbIHIAFbI
KIO xenemin, aktuprepiH JKIO-re KaThiHACKHL, HEeCHENiK KOpXKbIHBIH JKIO-re KaTbiHachl )KoHE KIUEHT
canpiMaapeiHbIH JKIO-Te KaTbiHackHA Tanay xacai oTeipsir, 2013-2017 xeutaapra apHaiFaH 5 KeTeKIi
ekiHmi neHreiaeri 6ankrepinin JXKIO-iH cambIcThIpMalTbl Taj1ay HOTHXKeNepi KenTipinred. bynan 0aHKTiH
JKaHa OHIMJIEPiH YChIHA OTHIPHII, canaibl KbI3MeT kopceTy. COHbIMEH KaTap, SKOHOMUKAHBI TaMbITYIaFbI
0aHK CEKTOPBIHBIH POJTi Ka3ipri 3aMaHFbI aKMapaTTHIK TEXHOIOTHSIIAPIBI )KOHE AIIEKTPOHABIK KbI3METTEPI1
JAMBITY/IBIH Kai-KYHiIMEH CHUIIaTTaaIbl.

Tyiiin ce3nep: 0aHK CEKTOPBIHIAFBI KA KBUIBIK TYPaKTBUIBIK, HHTepHEeT-0aHkuHT, JKIO kepcer-
KiITepi, aKira aliHaIIBIMBI, TOJIEMKAOIETTLIIr, HECHETIK KOPXKBIHBI, CaTBIM/Iap.
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Kaszaxcman

Bansinne puHaHCOBOH cTA0MJIBLHOCTH B 0AHKOBCKOM CeKTOpe
HAa JKOHOMHYECKHUI pocT

AHHoTanus. B naHHON crarhe paccMaTpuBaeTCs TeCHas CBSA3b pa3BUTHs dKOHOMMKHM Kasaxcra-
Ha C (PMHAHCOBBIM CEKTOPOM, B YAaCTHOCTH, (PMHAHCOBOH CTAOMIBHOCTHIO B OAHKOBCKOM cekTope. banku
BTOPOT'O YPOBHSI Pa3BHBAIOT CBOIO POJIb B 9KOHOMHUKE CTPaHbI MOCPEICTBOM (PMHAHCOBOH yCTOHYHMBOCTU
B 0OaHKOBCKOM CEKTOpE C LIEJIbI0 MOMydeHus: npuobun. B cBs3u ¢ yem mpoBenen ananus oobema BBII
OankoBckoro cexropa Pecnyonmuku Kazaxcran B rienom 3a 2013-2018 rosl, oTHOIIEHUST akTuBOB K BBIT
W OTHOIIEHUS BKJIAJOB KiIMeHTOB K BBII, mpuBeneHsl pe3ynsTaTsl CPaBHUTENBHOIO aHAJIM3a BaJIOBOIO
BHYTPEHHETO NPOAYKTa 5 Beaylux 0aHkoB Broporo ypoBHs Ha 2013-2017 rozsr.

KauecTBo 00CITy’>KUBaHUS IOBBIIAECTCS BCICACTBUE NPEATIOKEHHS HOBBIX OAHKOBCKHMX MPOIYKTOB.
[ToBbimieHHe ponu OaHKOBCKOTO CEKTOpa B Pa3BUTHHM IKOHOMHUKH XapaKTEPH3YeTCs YPOBHEM Pa3BUTHUS
COBPEMEHHBIX HHPOPMAIIMOHHBIX TEXHOJIOTHI M AJIEKTPOHHBIX YCIIYT.

KaroueBsie ciioBa: ¢punancopasi cTabMIbHOCTh B OAHKOBCKOM CEKTOPE, MHTEPHET-OaHKUHT, ITOKa-
3arenu BBII, nenexxnoe oOparieHue, miarexecrnocoOHOCTb, KpeAUTHBIN MOPTQesb, BKIaIbL.
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