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Glossary

1 Altyn Bank Altyn Bank JSC (SB of China Citic Bank Corporation Ltd)

2 AML/CTF Anti-Money Laundering and Countering Financing of Terrorism
3 BCC Branch credit committee

£ BNCC Branch network credit committee

5 Business Roadmap — 2020 The "Road Map for Business 2020 Unified Programme for Supporting Entrepreneurship and Business Development
6 CITIC Bank China CITIC Bank Corporation Limited

7/ GDR Global Depositary Receipt

8 Halyk Bank, the Bank Halyk Bank of Kazakhstan

9 Halyk Group, the Group Halyk Bank Group of Companies

10 IS Information security

7 I7 Information technology

12 KASE Kazakhstan Stock Exchange

13 KKB Kazkommertsbank

14 Retail Credit Committee Retail Credit Committee of the Head Bank

15  RK Republic of Kazakhstan

16 SCC Small credit committee of the regional branch

17 SME Small and medium enterprises

18  SPV Special purpose vehicle

Glossary
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At a glance

Financial highlights (consolidated basis)

Number of customers/accounts

Key ratios 01.01.2020 01.01.2019
Retail accounts (active), thousands 7,695 7,239
Performing SME loan borrowers 5,563 4,885
Corporate customers 2,884 2,670
Payment cards, thousands 9,055 9,332
Retail loans, thousands 839 848
Mortgage loans, thousands 36 39
Other secured and unsecured consumer loans, thousands 803 809
Internet banking users, thousands

— Individuals 4,241 3,585
— Legal entities 162 131

Distribution network

* Calculated using the official National Bank of Kazakhstan rate on the corresponding date
** Calculated using the official National Bank of Kazakhstan average rate for the corresponding period

Halyk Bank

026 outlets, including:

24 regional branches

120 sub-regional offices

111 personal service centres

3 VIP centres

52 VIP centres

282 cash settlement units

34 business centres (corporate customers)

4,459 ATMs

88,463 POS terminals

1,000 payment terminals

32 multi-service kiosks

Key figures 01.01.2020 01.01.2019
KZT million  USS million*  KZT million  USS million*

Loans to customers 3,752,445 9,844 3,481,079 9,061

Total assets 9,234,758 24,227 8,959,024 23,319

Amounts due to customers 0,406,413 16,807 6,526,930 16,988

Debt securities issued 834,446 2,189 900,791 2,345

Amounts due to credit institutions 305,965 803 168,379 438

Total equity 1,307,223 3,429 1,065,646 2,774

Key figures 2019 2018
KZT million  USS million** KZT million  USS million**

Net interest income 367,924 961 316,274 91/

Fee and commission income 123,256 322 113,241 328

Operating expenses (including impairment loss on non-  (149,655) (391) (164,531) 477)

financial assets)

Net income 334,511 874 254,238 737

Key ratios 2019 2018

Return on average common equity 28.8% 279%

Return on average assets 3.7% 3.0%

Net interest margin 5.3% 51%

Net interest spread 5.2% 5.2%

Cost-to-income 26.0% 31.7%

Cost-to-average assets 1.7% 1.9%

CET1 capital adequacy ratio (CET1) 20.6% 18.5%

Tier 1 capital adequacy ratio 20.6% 18.5%

Total capital adequacy ratio 21.9% 19.9%

At a glance
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Halyk Insurance Company 18 branches and 207/ points of sale
Halyk Life 18 branches and / representative offices
Halyk Finance 1 branch

Halyk Leasing 1 branch and 1 representative office
Halyk Collection Cash collection department (Almaty), 18 branches and 36 offices
Halyk Bank Kyrgyzstan 10 branches and 8 cash settlement units
Halyk Bank Georgia 8 branches

Moskommertsbank 2 branches and 5 additional offices
Halyk Bank Tajikistan 1 branch and 10 outlets

Kazteleport 22 regional offices

As of 31 December 2019, Halyk Group had 16,387/ full-time equivalent employees.

Structure of Halyk Group

Holding Group ALMEX
65.1%

Halyk Bank
Halyk Bank Georgia Moskommertsbank Tenge Bank Halyk Bank Tajikistan
100% 100% 100% 100%

Halyk Finance Halyk Bank Kyrgyzstan Halyk Insurance Company Halyk Life
100% 100% 99.99% 100%
Kazteleport Kazkommerts Securities Halyk Collection Halyk Leasing
100% 100% 100% 100%

Halyk Project Halyk Finservice Halyk Aktiv 1 KUSA Halyk
100% 100% 100% 100%

Halyk Aktiv
100%

As of the date of publication of this annual report:
» Halyk Bank's stake in Altyn Bank (a subsidiary of China Citic Bank Corporation Ltd) is 40%
» Halyk Bank's stake in First Credit Bureau is 38.8%

Information about shareholders of Halyk Group with at least 5% of Halyk Bank’'s common
shares issued as of 1 January 2020

Name Common shares Proportion of total shares in circulation
Total shares authorised 25,000,000,000 -
Holding Group ALMEX 7.583,538,228 65.1%
Unified Accumulative Pension Fund /18,054,740 0.2%
GDRs (ISIN: US46627J3023/US46627J2033) 3,001,602,000 25.7%
Other 353,390,222 3.0%
Total shares in circulation 11,656,585,190 100.0%
Shares bought back by the Bank (1,693,495,385) -
Shares retained by companies in the Group (97464,207) -

Total shares issued 13,44/,544,782 -

Total shares in circulation (as per KASE listing rules) 3,452,450,002 -
Market share price, KZT* 153.37 -

* Market share price as of 31 December 2019, determined and published by KASE (www .kase.kz) on a weekly basis.
Holding Group ALMEX is a holding company that has a controlling interest in Halyk Bank.

The Unified Accumulative Pension Fund (UAPF) collects obligatory pension payments, obligatory
professional pension payments and voluntary pension payments and disburses pension payments.
Itis one of the leading institutional investors on Kazakhstan's stock market and the sole administrator
and operator of all financial and information flows of the country’s pension system.

The sole shareholder of the UAPF is the State Property and Privatisation Committee of the Ministry
of Finance of Kazakhstan.

The state’s stake in the UAPF is held in trust by the National Bank of Kazakhstan, which manages its
assets jointly with Kazakhstan's Presidential Council for Pension Asset Management. Since 1 January
2016, by decree of the president of Kazakhstan, the functions for developing proposals to improve
pension asset management have been transferred to the National Fund Management Council, which
IS headed by the president of Kazakhstan.

* Common shares of the Bank have been listed on the Kazakhstan Stock Exchange (KASE) since 1998 and common shares
in the form of global depositary receipts on the London Stock Exchange (LSE) since 2006.

HAPOOHBIMI BAHK KABAXCTAHA
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Business model

Solid financial position, capable of withstanding negative macroeconomic developments

* High level of capitalisation: common equity tier 1 capital adequacy ratio of 20.6%, tier 1 capital
adequacy ratio of 20.6% and total capital adequacy ratio of 21.9%

« High level of profitability (return on average equity was an average of 25.5% for 2014-19)
o High level of liquidity: liquid assets to total assets ratio of 44.3%
e High-quality funding base: loans to deposits ratio of 55.5%

o Sufficient provisioning and continuous work to improve asset quality: the share of non-performing
loans (overdue by 90 days or more) has been reduced to 6.9%, the provision coverage ratio is
145.2% and the share of Stage 3 loans is down to 16%

e Highest long-term credit ratings among second-tier Kazakh banks with no major overseas
shareholders:

— Moody’s Investor Services — Bal (‘positive’ outlook, as of 2/ August 2019)
— Fitch Ratings — BB ('negative’ outlook, as of 8 April 2020)
— Standard & Poor’'s — BB ('stable’ outlook, as of 28 November 2018)

Systemically important financial group in Kazakhstan with a strong market position

o Effective risk management ensures high-quality assets, sustainable profitability and a high level of
capitalisation

o Kazakhstan's leading universal financial group, with the largest client base and sales channel
network in the country

» Halyk Bank is the undisputed leader in Kazakhstan in terms of assets (total market share of 33.0%),
equity (34.2%) and netincome (39.9%), while Halyk Group ranks third in terms of assets and second
IN terms of net income among commercial banks in the CIS, and 10th in terms of assets and fifth
iN terms of net income in the CIS, including state-owned banks

e Largest payment agent for pensions and social payments (2.5 million customers, market share of
68.5%)

e Active participant in government business-support programmes

Substantial market shares in key business segments
o Largest branch network, with 626 outlets

o TJotal market share of Halyk Bank among second-tier banks is 34% of retail deposits and 38.99% of
retail demand deposits

» Share of corporate deposits among second-tier banks is 37.6%

e Share of gross loans is 28.8%, share of net loans is 29.2%
e Share of retail lending market is 1/.5%

o Share of total cards issued is 28%

» Share of letters of credit is 73% !

» Share of portfolio of guarantees is 44%i 1!

Solid and low-cost funding base
o ‘Safe haven' for deposits during a crisis
e One of the lowest funding rates among second-tier banks

o Deposits comprise 80.8% of the funding base, of which 34./% are current accounts that pay 0% or
low interest (highest share in the market)

o Low debt burden — debt securities comprise just 10.5% of total liabilities

Diversified sources of income and high cost efficiency ratio

o High profitability is supported by diversified commission income inflows, which generated 12.1%
of total revenues in 2019

o Strict control of operating expenses: cost-to-income ratio of 26.0% in 2019

Continuous development of remote and online service channels
o Wide range of remote channels for retail, corporate and SME customers
o Broadest network of 4,459 ATMs for a 39% market share

e Largest provider of acquiring services on Kazakh market with 88,463 POS terminals (every second
POS terminal in Kazakhstan is related to Halyk Bank) and 1,000 payment terminals

« Homebank kzis the leading online banking platform in Kazakhstan with 4.2 million users (81 million
transactions in 2019); a total of 17.5-179 million monthly online customer visits (80% via mobile
banking); and mobile applications are ranked in the top-5 among free mobile applications in the
"Finance” categories in Google Play and the App Store

e Advanced online banking platform for corporate customers with 162.3 thousand user

Focus on digitalisation

o |nearly 2019, Halyk Bank created a special "Go Digital” division and engaged external consultants
to develop new strategic digital initiatives

* The ecosystem for customers (retail and corporate) continues to be developed and expanded
further using digital services and solutions

« Digitalisation is growing within the Bank: work is ongoing to automate business processes and
back office functions

W Among top-10 second-tier Kazakh banks

HAPOOHBIMI BAHK KABAXCTAHA
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Statement of the Chairman
of the Board of Directors, Alexander Pavlov

Dear shareholders, clients and partners,

Once again, Halyk Group has set a record for profitability and is ahead of the guideposts established
iNn our current, three-year strategy for 2019-2021. In 2019, Halyk Group's net profit stood at KZT3354.5
billion, higher than the 2018 result by KZT80.3 billion or 31.6%, while the net profit of Halyk Bank
amounted to KZT314.6 billion, higher than the 2018 result by KZT33.1 billion or 11.8%.

At the heart of these results are the positive dynamics of revenues from the core business, the
introduction of new financial products and an increase in cost efficiency compared to 2018.

In a world of rapidly evolving technology and customer requirements, a key goal is to preserve
the reliability and adaptivity of banking systems, the creation of convenient ecosystems and the
development of competitive advantages through the introduction of innovative financial products
and service technologies, as well as an increase in service quality. In order to achieve these goals, the
bank is undertaking the following measures:

o Improvement of processes and their maximum possible introduction into remote, self-service
channels, as wellastheregularaddition of new services to Homebank, OnlineBankand HalykZalog?,
where we listen to customer opinions in identifying the need for them, as well as making remote
channels more convenient for customers;

e we observe the best practices of both local and foreign banks and make the greatest possible
effort to bring our processes in line with best practices, conducting analysis and re-engineering
of existing business processes,

« the project HalykGid? has been developed and introduced for Bank employees, allowing them
find easily any answer to a client's question and, in the same way, fill the gaps in their knowledge
of the Bank's products and services. This facilitates increasing the skills of employees, while the
Bank also carries out regular training and testing of front-office employees;

e theintroduction of innovative solutions for the Contact Centre enabled the Bank to reduce waiting
times for operators and helped reduce complaints about problems reaching the Contact Centre,

* we simplified the Bank's product ling;

e we are optimising to the maximum possible degree the use of hard-copy paperwork, including
making the transition to digital signatures, significantly reducing the processing involved in many
client services and products as well as the need for the Bank to sign documents in hard-copy
form, in addition to scanning, archiving and storage of paper documents;

e now our clients can order a card, not only through HomeBank, but through the Bank's website,
and have the card delivered to anywhere in Kazakhstan. They can also obtain a loan remotely;

» theissuance of cardsin Bank branches has become as quick as possible (following the introduction
of mobile embossing machines);

I HalykCollateral
> HalykGuide

HAPOOHBIMI BAHK KABAXCTAHA
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o the installation of automatic embossing machines is planned in the near term, which will issue
cards to clients upon the customer providing identification, without them having to visit a branch;

» the introduction of chatbots, which can instantly answer a wide range of customer questions,
allows for a reduction in the number of calls to the Contact Centre and has led to a drop in the
number of negative comments on social networks (Facebook and Instagram);

o fortheimprovement of client service for small and medium businesses, itis now possible to obtain
loan instalments online without visiting branches,;

* the introduction of such innovative banking services as:
— making payments through Apple Pay, Homebank Pay and Samsung Pay;
— QR code payments for purchases/services from businesses;
— loyalty programme GO bonus was introduced for all card transactions;

— banking kiosks for legal entities and individuals.

The stable macroeconomic situation in the Kazakh economy in 2019 provided an incentive for the
development of the financial services market, which allowed the Bank and the subsidiary organisations
of Halyk Group to offer their clients the most favourable conditions for a wide range of products and
services.

In 2019, the Kazakh economy demonstrated a positive GDP growth dynamic, beginning with growth
under 4% in the first quarter, accelerating to nearly 5% in the final quarter. Against a background of
GDP growth, there was an increase in government spending to 20.4% of GDP (1.6pp year-on-year),
parallel with a continuing increase in demand for retail loans that fuelled the expansion and growth
of investments.

Widescale budget injections, together with a significant increase in investments in 2019, pushed the
economy to a new growth level of 4.5% in 2019, which was higher than the average dynamic of 4.2%
over the previous decade. The combination of direct stimulus and administrative measures supported
domestic demand, countering the negative impact of the global situation on the oil market, while
inflation was maintained at a moderate level of 5.47%, significantly below the multi-year trend.

Domestic consumption maintained high growth rates — investment was up 8.5% and retail trade rose
5.8%. The raw materials sector, energy and housing construction were the main drivers of investment
in fixed capital.

The profitability of the banking sector grew significantly by comparison with 2018, amounting to
KZT812 billion in 2019 (+28%).

The total loan portfolio of Kazakh banks increased its growth rate in 2019, having added 7.1% by
comparison with 1.3% in 2018, and amounted to KZT14.7 trillion. The retail portfolio expanded by
26.8% to KZT6.3 trillion compared to the previous year (+1/7.2% in 2018) through 24.4% growth in
consumer loans to KZT4 .4 trillion and the expansion of mortgage loans by 33.8% to KZT1.8 trillion.
Loans to legal entities grew by 4.5% year-on-year to KZT4.1 trillion, while the SME portfolio fell by
13.53% to KZT4.0 trillion, which led to an overall reduction in business lending by 5%. As a result, the
share of loans to businesses in the total volume of loans fell to 54.7% (61.7% in 2018).

Unfortunately, despite the acceleration of growth in loan volumes, the loan portfolio of the banking
sector increased primarily due to the aggressive growth of consumer lending combined with the
simultaneous reduction of lending to the real economy. In 2019, the retail portfolio of the banking
sector grew by 25.6%, compared with 16.8% in 2018, when the corporate portfolio contracted by /.5%.

In lending to the retail segment, the Bank maintains the most reasonable and responsible policies
toward borrowers, which reduces the risk to both sides and fosters systemic stability. The retail loan
portfolio grew by 10% due to mortgage and unsecured loans. At the same time, the bank has notably
increased its standard loan portfolio for SMEs by 20%.

An important corporate event for the Bank was the inclusion on 30 September 2019 of its common
shares and global depositary receipts (GDRs) on the official list of the Astana International Exchange
(AIX). The common shares of the Bank are listed under the ticker (HSBK) and the GDRs under the
ticker (HSBKYY) with the price and calculations in US dollars and fully convertible to GDRs on the
London Stock Exchange.

On 4 October 2018, the major shareholder of the Bank, Holding Group ALMEX, announced the
successful completion of a Secondary Public Offering (SPO) on the market of 29.32 million GDRs
(the GDR offering), each of which is equivalent to 40 common shares of the Bank. The quantity
of GDRs sold as part of the GDR offering accounted for 10% of the issued shares (excluding those
repurchased) of the Bank. The transaction for the placement of the GDRs proved successful: the
Bank achieved its aims of increasing the liquidity of GDRs by increasing the share of the free float
from 1/% to 2/7% of the total. The investor base of the Bank was expanded nearly twofold with quality
investors — large global investors and emerging-markets funds.

The results of the Asset Quality Review (AQR) provided to the National Bank of Kazakhstan confirmed
the quality of the bank’s assets and the very high level of capital adequacy (k1, 20%) among second-
tier banks as at 1 April 2019. Despite the very conservative approach to the audit, the results received
do not impact the capital adequacy and financial results of the Bank. The results of the AQR once
again confirm the correctness of the strategy for growth and development of the Bank, objectively
reflecting the position of the financial institution on the banking market of Kazakhstan as a reliable
and strong partner for its customers.

International ratings also provide a high evaluation of the Bank for the quality of its balance sheet. On
4 December 2019, the international ratings agency Fitch upgraded its long-term issuer default rating
(IDR) for the bank from "BB" to "BB+" with a positive outlook. The viability rating of the bank was also
upgraded, to "bb+’, which is the highest in the Kazakh banking sector. The rating of financial reliability
reflects the rating of the Bank without external support (on a solo basis).

The Bank regularly monitors publications on issues and practices of corporate governance released
by international organisations setting standards in the area of finance and banking (the Organisation for
Economic Cooperation and Development (OECD), the Basel Committee on Banking Supervision and
others) with the goal of building an efficient, transparent, stable and innovative banking conglomerate,
which uses the best practices and standards of corporate governance adopted both in Kazakhstan
and in OECD member states. According to a survey of the level of transparency of Kazakh companies
carried out by the ratings agency Expert RA Kazakhstan in 2019, the Bank topped the list of Kazakh
non-state-owned banks according to the degree of information disclosure about its activity and level
of development of corporate governance.

HAPOOHBIMI BAHK KABAXCTAHA
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Subsidiary organisations of the Bank made a great contribution to the development of Halyk Group.
In particular:

Halyk Finance earned the highest net profit on the market (KZT4,/24 million) among organisations
managing investment portfolios. The subsidiary investment and brokerage companies Halyk Finance
and Kazkommerts Securities were in the top three of leading underwriters of local bonds placements
in 2019.

INn 2019, subsidiary bank Halyk Bank Kyrgyzstan also demonstrated robust growth, exceeding the average
growth rate on the market for assets threefold and by loan portfolio more than twofold. The dynamic
growth in 2018-2019 enabled the recapitalisation of the subsidiary bank in Kyrgyzstan in December
2019. As a result, the share capital was increased twofold from KGS600 million to KGS1.2 billion.

The primary goals of Commercial Bank Moskommertsbank in 2019 were the improvement in the
quality of its loan portfolio and the sale of non-core assets. The share capital of the bank was increased
by RUR3 billion to support its operational activity.

In order to support the growth of its loan portfolio, subsidiary bank Halyk Bank Georgia increased
its share capital by GEL14 million. On the basis of the bank’s results, Fitch upgraded its viability rating
from "BB-" to "BB" with a positive outlook. During 2019, the bank delivered net profit in the amount
of GEL11.2/ million (KZT1,541 million).

In 2019, Tenge Bank received a license from the Central Bank of the Republic of Uzbekistan to carry
out banking activity and service customers. Operations were begun on lending, cash management
services and other services.

Theinsurance companies of Halyk Group solidly occupy leading positions for their business segments
on the Kazakh insurance market. Halyk Insurance Company increased its share of the market for
gross premiums from 17% (in 2018) to 19% and continues to occupy second place on the overall
insurance market in Kazakhstan.

Halyk Life was the leader according to all insurance indicators last year. The share of gross life insurance
premiums stood at 39% and the level of net profit was the highest on the market (KZT8,218 million).

In November 2019, it was decided to renew the leasing activity of the Bank's subsidiary Halyk Leasing,
which provides companies with the opportunity to attract financing without the requirement of
providing collateral.

An important role in the problem loans portfolio recovery at the Bank is played by bad assets
management subsidiary organisations (SPVs) of the Bank. The Bank transferred to SPVs 36 doubtful
and bad assets in the amount of KZT39.5 billion. Last year, assets for the amount of KZT// billion
were sold from the balance sheets of these SPVs. Operating profit in 2019 stood at KZT15 billion. In
total, during 2019, repayments from the SPVs to the Bank amounted to KZT56 billion. The total assets
of the SPVs as at the beginning of 2020 exceeded KZT200 billion.

Halyk Group always plays an active role in the implementation of state programmes designed to
develop the economic activity of the population. With this goal, we plan to continue participation in
state programmes to support small and medium enterprises,

We are setting ambitious goals before our subsidiary companies in the coming year.

Thus, we have given our overseas subsidiary banks - in Russia and Tajikistan - the goal of delivering
stable profit indicators, in Georgia and Kyrgyzstan the development of modern banking products
and technologies, and in Uzbekistan the maintenance of aggressive growth and strengthening of
market positions.

On the insurance market, the Group companies Halyk Insurance Company and Halyk Life should
maintain their market positions and gradually shift emphasis in favour of online insurance.

Halyk Group is expecting the active development of the retail business of Halyk Finance, as well as
on the increase of its regional presence and further development of online sales.

We continue to intensively develop on the telecommunications market with the use of the extensive
resources provided by Kazteleport.

The material base of subsidiary company Halyk Collection will continue to strengthen and it will
focus its efforts on expanding its core business, first of all by attracting outside customers and the
development and expansion of services offered.

Overall, we will strengthen our work on the development, preparation and training of employees of
Halyk Group. Steps will continued to be taken to develop and renew the material base, the optimisation
of the branch network and the further introduction of digital products, which will enable the further
growth in the quality of service for clients of companies that are part of Halyk Group.

Together with the Halyk Charitable Fund, the Bank, as part of its commitment to social responsibility,
IS Implementing various programmes. Thus, in 2019, we carried out social projects with a total
value of around KZT3 billion. They included aid to those affected by the accident in the city of Arys,
support for children in orphanages, medical organisations and specialist institutions, fostering of
popular interest in culture and sports, including sponsorship of the Astana Opera and the Kazakh
State Academic Theatre of Opera and Ballet named after Abay and much more. One of the most
Important social projects coordinating the activity of large Kazakh charitable funds was the support
of the crowdfunding platform Birgemiz.kz, created in 2018.

The Board of Directors adheres to the principles of transparency in the activities of the Bank and
all companies in Halyk Group. We are fully open to productive work with shareholders, investors,
ratings agencies, analysts and other interested parties.

We are convinced that as a result of the implementation of our strategic plans, we will move closer to
our goal of becoming a genuinely innovative and high-technology financial institution, a first-choice
bank for all segments of customers and a key player on the market for banking services.

In conclusion, on behalf of the Board of Directors, | would like to express my gratitude to our
shareholders, partners, clients and all of our colleagues for the fruitful collaboration, understanding
and support for Halyk Group's strategic development course.

Alexander Pavlov
Chairman of the Board of Directors
Halyk Bank

HAPOOHBIMI BAHK KABAXCTAHA
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Statement of the Chairperson of the Management
Board of Halyk Bank Umut Shayakhmetova

Dear clients, partners and shareholders,

The year 2019 was a notable one for the financial system of our country. Above all, it will be
remembered for a series of important events linked to changes in international, socialand politicaland
economic life that had a substantial impact on the broader macroeconomic situation in Kazakhstan.
The persistent instability in global markets, trade and sanctions “wars" between the US and China
and the US and Russia, have indirectly led to volatility in the domestic financial sector, affected the
stability of the tenge exchange rate and caused the regulator to change the base rate.

Among the defining domestic political factors in 2019, undoubtedly, were the stepping down of the
first president of the Republic, the subsequent early presidential elections and the implementation of
a whole raft of social initiatives by the new head of state. In particular, this involves major government
actions to reduce the debt burden of Kazakh citizens, including the repayment of debts owed on
unsecured consumer loans.

One of the alarming trends of 2019 in the Kazakh banking sector was the reduction of loans to the real
sector of the economy and, at the same time, the continued aggressive growth of consumer credit.

In this regard, the government and the National Bank of Kazakhstan undertook a series of limiting
measures, which, in the near term, should bring about stability on the retail lending market and provide
an overall positive effect on the Kazakh banking sector. This includes legislative amendments to
tighten the issuance of retail loans beginning in 2020 to recipients of directed social aid and additional
requirements for the risk weightening of assets, indebtedness of borrowers and quality of loans.

In their activity on the financial market, Halyk Bank and the Group were impacted overall by such
factors as the Asset Quality Review (AQR) of the Kazakh banking sector conducted in the second
half of 2019, the division of regulatory functions between the National Bank of Kazakhstan and the
Agency for Regulation and Development of the Financial Market, and the plans announced by the
National Bank of Kazakhstan for its relocation to the capital of Kazakhstan. Without doubt, these are
three big initiatives that were partially completed in 2019 and that will influence the market in the
coming year.

Among other factors affecting the banking market were the implementation of measures for the
rehabilitation of Tsesnabank, which, in particular, had an effect on the reduction of NPLs in the
domestic banking sector, as well as the generaltendency at the end of 2019 linked to the appreciation
of the tenge and the lowering of the base rate by the National Bank of Kazakhstan.

In these conditions, Halyk Bank continued the process of transformation, confirming its reputation
as the largest successful financial group on the Central Asian market, possessing all of the necessary
resources for carrying out operations in investment banking, insurance, leasing, cash collection and
telecommunications areas, as well as the opportunities of its subsidiary banks in Russia, Kyrgyzstan,
Tajikistan, Uzbekistan and Georgia.

HAPOOHBIMI BAHK KABAXCTAHA
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It was no exception that 2019, the first year for the implementation of the previously approved
medium-term growth strategy of Halyk Group for the period 2019-2021, proved to be another year
of growth for Halyk Bank and Group companies in almost all business areas.

This is particularly confirmed by the results of the AQR, which Halyk Bank passed comfortably.

Today, Halyk Bank services 75 out of the 100 largest companies in Kazakhstan. The Bank has not only
become a major player in Kazakhstan but also a major regional bank with subsidiaries operating in
Six countries.

This allows the Bank to attract investors and customers both in Kazakhstan and on international
markets that want to develop their business in Kazakhstan or countries where Halyk Bank is present.

In May, the Bank’'s majo shareholder, Holding Group ALMEX, following numerous feedback received
from the investment community, announced an evolution of a number of alternatives in order to
improve the liquidity profile of the Halyk Bank shares, including a potential partial disposal of its stake
iN the capital markets.

As a result, the first GDR placement on the secondary market in the history of Halyk Bank took
place in the autumn. Large international banks were attracted to carry out the SPO. As a result of
the placement on the LSE and AlX, the Bank achieved its aims of increasing its liquidity — 10% of
the outstanding shares were sold in the form of global depositary receipts. In addition, the Bank
substantially expanded and improved the quality of its investor base with domestic and international
investors. In the view of international experts, this was a very high-quality offering and the largest
deal in terms of the volume of placement in the EMEA market over the last three years. The total
share of GDR holders in the shareholder structure grew to 2/%.

The Bank's profit grew by 31.6% in 2019, exceeding the planned figures and reached KZT334.5 billion.

The standard SME loan portfolio notably rose by 24% and the retail loan portfolio grew by /9%,
attributable to mortgages and unsecured loans.

Inthe summer of 2019, our subsidiary bank, Tenge Bank, began operationsin the capital of Uzbekistan.
Through our subsidiary bank, we are prepared to provide corporate and retail customers with the
entire range of banking services on a high level, fostering the development of business in both
countries, promoting the expansion of economic relations in the Central Asian region and increasing
cooperation and support of bilateral trade.

During2019,theBankcarriedouttherecapitalisationofitssubsidiary banksinRussia(Moskommertsbank),
in Kyrgyzstan (Halyk Bank Kyrgyzstan) and in Georgia (Halyk Bank Georgia).

During the year, changes in corporate governance took place. Thus, over the course of 2019,
Kuat Kusainbekov, Aslan Talpakov and Nurlan Zhagiparov left the Management Board of the Bank.
At the same time, new members joined the governing body: Mikhail Kablashev, Askar Smagulov
and Zhumabek Mamutov. In connection with the relocation of the National Bank of Kazakhstan
to the capital, we strengthened the Bank's presence and representation of the Bank in Nur-Sultan,
appointing Yertay Salumov as deputy chairman of the Management Board and director of the Astana
Regional branch, who oversees work with state bodies, the National Bank of Kazakhstan and national
companies. A resolution of the Board of Directors of Halyk Bank in October 2019 increased the
number of directors on the Bank's Management Board to 10 members.

Last year, the Bank continued its active participation in the implementation of a wide range of
government programmes. In particular, the Programme for the Regional Financing of Small and
Medium Enterprises; the Enbek State Programme for the Development of Productive Employment
and Mass Entrepreneurship for 201/-2021; the Damu Fund-2 Programme for the Support of Small
and Medium Enterprises in the Secondary Manufacturing Sector (the Bank is number one in terms of
disbursed and allocated funds); the Nurly Zher State Programme for Housing Construction; the Road
Map for Business 2020 State Programme for the Support and Development of Business (1, 2 and 3
areas). As a part of the Road Map for 2020, in terms of both subsidies, the Bank occupies the first
place among participating banks in the number of signed contracts, in terms of the guarantees — the
first place in the number of signed contracts and the total amount of the guarantees of the fund. In
2019, the Bank began the financing of the first projects under the Mechanism for Lending to Priority
Projects programme.

Halyk Bank was and remains a leader in working with small and medium-sized businesses, especially
iNn lending. Thus, in February 2019, the Bank allocated an additional KZT1 billion at 5% as the third
tranche under the programme for preferential lending to women's businesses, and, in June, as
part of the Year of Youth, launched the Zhas Halyk programme for unsecured lending for young
entrepreneurship, allocating KZT1 billion.

As part of the programme implemented to improve service quality, Halyk Bank opened a third centre
for serving business customers, specialising in servicing legal entities in Almaty, which offers the
full range of banking services for organisations, including attractive financing solutions for small
and medium enterprises as part of government programmes, as well as operational service for
businesspeople and payroll services.

In parallel, the work on the development and improvement of technological services and providing
the most modern transactional services for businesses has continued. Last year, as part of the
improvement programme for business, the Bank was the first in Kazakhstan to launch settlement
services between legal entities on a 24-hour, seven-days-a-week basis through the Onlinebank
HALYK platforml. As a result, Kazakh companies that are customers of the Bank have the ability to
carry out settlements day and night.

For individual customers, the Bank has launched online loans, a convenient service that permits the
customer to apply for loans online through the Homebank.kz application without having to go to the
branch. The time from the customer lodging the application to receiving the money on their card is
Nno longer than three minutes.

In October, the Bank launched a permanent bonus campaign: 1% on all non-cash transactions in
Kazakhstan and abroad on all Halyk Bank/Qazkom payment cards, through the Bank's own or third-
party point-of-service terminals and payments for electronic commerce.

The Bank launched 50 mobile embossing terminals for the cities of Almaty and Nur-Sultan, allowing
customers the ability to instantly print a personalised card in the branch. In the first half of 2020, the
Bank plans to provide mobile embossing terminals to 145 Halyk Bank offices around the country.

The quantity of registered Homebank users increased to four million, and active users by twofold
compared to the previous year. In 2019, around 300 new payment codes were implemented for
payment terminals, including the acceptance of voluntary pension contributions and a service for
lending to current borrowers.
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The Bank continued to carry out capital investments in the development and modernisation of its
branch network and maintenance of its material and technical base. With the goal of expanding
customer access to its services, a new regional branch of the Bank was opened in Turkistan, where
the administrative centre of South Kazakhstan region was moved. During 2019, six sales channels
were opened, including: two personal service centres in the Turkistan and Zhanaozen branches,
two banking service centres in the Akmola and Turkistan branches and two offices in the Mangistau
and West Kazakhstan branches. Reconstruction and modernisation were completed at 33 regional
facilities, including a sales channel with Digital Concepts at the MEGA Alma-Ata Shopping Centre.

In order to replace outdated and outmoded banking machines, the Bank acquired and installed 504
units in high-visibility locations across Kazakhstan.,

As a result, as at 1 January 2020, the total number of sales channels stood at 626 units, including 24
regional branches, 120 district offices and 282 cash settlement offices, 111 personal service centres,
52 banking service centres, 34 business centres (to service legal entities) and three VIP service centres.

At the end of the year, the customer base reached 11 million, while the share of unique active
customers, using at least one of the Bank's products, was 697%. The number of cards in circulation
continued to grow and reached more than nine million cards.

In order to maintain the stable functioning of communications infrastructure and provide improved
client service to the customers of the Bank, an investment was carried out to create a unified Contact
Centre using cutting-edge technologies, including the application of voice biometrics and artificial
intelligence solutions (voice robot).

The Bank's solid position at the international level was confirmed by the leading rating agencies.
Halyk Bank was the only one in Kazakhstan to see its ratings upgrade.

The international ratings agency S&P Global Ratings announced the affirmation of long-term and
short-term credit ratings, as well as national scale ratings for Halyk Bank: BB/Stable/B, on the national
scale — "kzA+', taking into account its systemic importance for the Kazakh economy.

The international ratings agency Moody's confirmed the long-term deposit rating of Halyk Bank at
the level "Bal" and changed its outlook from stable to positive.

The international ratings agency Fitch upgraded its long-term issuer default rating for Halyk Bank
from "BB" to "BB+" with a positive outlook. The Bank's Viability Rating was also upgrared and is the

highest in the Kazakh banking sector. The Viability Rating reflects the rating of the Bank without
taking into account external support (on a solo basis).

Despite a challenging year for the financial sector in 2019, Halyk Bank received the highest awards
from authoritative experts and international financial publications. Thus, according to an evaluation of
the level of transparency of Kazakh companies, carried out by Expert RA Kazakhstan ratings agency,
Halyk Bank topped the list of Kazakh non-state banks in terms of disclosure of information about its
activities.

Halyk Bank rose to 1,522nd place from 1,595th place in the Global 2000 annual rating of the largest
and mostinfluential public companiesin the world and remains the only representative of our country.

Halyk Bank was also recognised as the "Best Bank in Kazakhstan” in the area of trade finance according
to the international magazine Global Finance and according to the results of the annual selection of
"Europe Banking Awards 2018" by the international analytical magazine EMEA Finance.

Today, Halyk Bank is a barometer for the development of the economy of Kazakhstan. And these
are more than just elegant words. In the view of investors, it is a "proxy name” representing the
Kazakh economy. We are the largest bank and the situation inside the institution reflects, as a whole,
the situation in the country’'s economy. On the market, the Bank accounts in absolute terms for an
iImpressive market share of loans and deposits, of individual and business customers and in terms of
the diversification of its loan portfolio — the retail segment, small and medium businesses and large
corporations.

At the heart of Halyk Bank's successful performance are a bundle of components, first of all, the
tremendous work of the Bank's employees, the customers, investors, partners and shareholders
confidencegrowing from year to year.

In the coming year, all of the Group companies will be required to mobilise their efforts to fulfil
the primary areas of the medium-term strateqy, linked to further technological reshaping the
continuation of the processes of transformation, digitalisation and the launch of new innovations
and technological products sought by the market.

| am convinced that as a result of our joint efforts, the year 2020 will be a time of new progressive
and innovative achievements directed towards growth, quality and the further development of the
leader of Kazakhstan's financial market.

Umut Shayakhmetova
Chairperson of the Management Board
Halyk Bank
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Alexander Pavlov (b. 1953)

Chairman, Independent director

Mr Pavlov was elected chairman of the Board of Halyk Bank in March 2004 and re-elected to the
same post in April 2017.

He has held numerous high-level posts in Kazakhstan's government over the years, including
first deputy prime minister, deputy prime minister — minister of finance, and head of the Main Tax
Inspectorate — first deputy minister of finance. He has also worked in the management teams of
large Kazakh machinery and natural resource companies and represented Kazakhstan at numerous
international financial organisations.

Mr Pavlov is a graduate of the Belarus State Institute of People’'s Economy, where he specialised
in economics (1970-74), and of the Academy for Social Sciences of the Central Committee of the
Communist Party of the USSR, where he specialised in political science (1991).

Arman Dunaev (b. 1966)

Independent director

Mr Dunaev was elected to the Board of Halyk Bank in September 20135 and re-elected to the same
postin April 2017/,

His experience in Kazakhstan's government includes such posts as first deputy minister of finance,
minister of finance and chairman of the Agency for Regulation and Supervision of the Financial
Marketand Financial Organisations. He has also held management positions in the quasi-government
sector. He is currently a member of the boards of directors of several Halyk Bank subsidiaries.

Mr Dunaev is a graduate of Kazakh State University named after S. Kirov with a degree in political
economy and has a PhD from Moscow State University named after M. Lomonosov.
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Franciscus Cornelis Wilhelmus (Frank) Kuijlaars (b. 1958)

Independent director

Mr Kuijlaars was elected to the Board of Halyk Bank in April 2009 and re-elected to the same post in
April 201/

From 1990 to 2007/, he served at ABN AMRO Bank and later at RBS as head of corporate and investment
banking in Belgium, regional manager in Brazil and country manager in Russia and Argentina. Mr
Kuijlaars was a member of the Supervisory Board in Russia, Kazakhstan and Uzbekistan. After his
appointment as corporate executive vice presidentin 2001, in addition to supervision of global energy
issues, he was a member of the executive committees of EMEA countries, as well as a member
of the Corporate and Investment Banking Committee. He is an adviser to several international
organisations and for a long time was a member of the Foreign Investor Council of the President of
the Republic of Kazakhstan. Mr Kuijlaars was chairman of the Board of Directors and independent
director of National Company KazMunayGas, as well as an independent non-executive director and
independent member of the Supervisory Board of Amsterdam Trade Bank N.V. He is the owner and
managing director of Eureka (Energy) Ventures B.V.

Mr Kuijlaars received a Master's in law from Erasmus University, Rotterdam, the Netherlands. He
studied at the Dutch Institute of Banks and Insurance Companies and in a number of postgraduate
programmes in such international institutions as Fontainebleau (France), Cambridge (UK) and Harvard
Business School (US).

Mazhit Yessenbayev (b. 1949)

Member of the Board of Directors, Representative of Holding Group ALMEX

Mr Yessenbayev was elected to the Board of Halyk Bank in April 2014 and re-elected to the same
postin April 2017/.

Over the years, he has held numerous important positions in Kazakhstan's government, including
head of the Main Tax Inspectorate — first deputy minister of finance, chairman of the State Tax
Committee, governor of Karaganda region, minister of finance, minister of industry and trade,
governor of Akmola region, chairman of the Agency for Competition Protection and chairman of
the Customs Control Committee of the Ministry of Finance. He has also represented Kazakhstan in
a number of international financial organisations. Since February 2014, he has been chairman of the
Management Board and a member of the Board of Directors of Holding Group ALMEX.

Mr Yessenbayev graduated from the Kazakh Polytechnic Institute named after V. Lenin with a degree
in economics and the mining industry. He also completed postgraduate studies on the Council
for the Study of Productive Forces under the State Planning Committee of the USSR, has a PhD in
economics and is an associate professor.
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Christof Ruehl (b. 1958)

Independent director

Mr Ruehl was appointed to the Board of Halyk Bank in June 200/ and re-elected to the same post
in April 2017.

He previously worked at the University of California, Los Angeles, where he was an assistant professor
of economics. He also worked for the World Bank Group as chief economist in Washington, chief
economistin Moscow, and lead economist and sector leader in Brazil. At British Petroleum, Mr Ruehl
held the positions of deputy chief economist, group chief economist and vice president. In 2008, he
became chairman of the British Institute of Energy Economics, London. From July 2014 to May 2019,
Mr Ruehl was first global head of research at Abu Dhabi Investment Authority. In November 2019,
he became a senior research scholar at the Center on Global Energy Policy at Columbia University's
School of International and Public Affairs.

Mr Ruehl holds an MBA from the University of Bremen, Germany.

Anton Musin (b. 197/8)

Independent director

Mr Musin was appointed to the Board of Halyk Bank in April 2019.

Prior to that, from March 2003 to April 2007, he worked as a systems analyst and project manager at
Xerox LTD in Moscow, Russia. From April 2007 to October 2009, he was a consultant and manager at
Accenture LTD in Moscow, Russia. From October 2009 to August 2010, he held the position of senior
manager at KPMG in Moscow, Russia. Since August 2010, Mr Musin has been a senior manager and
managing director (partner) at Accenture LTD in Dubai, United Arab Emirates.

Mr Musin graduated from Stankin Moscow State University of Technology with a degree intechnology,
equipment and machinery automation (1999). He also holds a Master's in engineering, technology
and robotics from Budapest University of Technology and Economics in Hungary.
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Umut Shayakhmetova (b. 1969)

Member of the Board of Directors, Chairperson of the Management Board

Ms Shayakhmetova was appointed as chairperson of the Management Board of Halyk Bank on 22
January 2009. She was elected as a member of the Board of Directors in April 2009 and re-elected
to the same post in April 2017

Overtheyears, she served as chairperson of the ManagementBoard of ABN AMRO Asset Management
and deputy chairperson of the Management Board of ABN AMRO Bank Kazakhstan. She became
deputy chairperson of the Management Board of Halyk Bank in November 2004. Since May 2011,
she has been president of the Gymnastics Federation of Kazakhstan. In June 2015, she was elected

chairperson of the Regional Council of Businesswomen at the Chamber of Entrepreneurs in Almaty.
In June 2016, she was appointed as chairperson of the Financial Sector Committee of the Presidium
of the Atameken National Chamber of Entrepreneurs and chairperson of the Regional Council Eastern
Furope, Central Asia, Russia and Caucasus at UnionPay International. Since June 2018, she has been
a member of the Board of Directors and representative of Halyk Bank at Altyn Bank.

Ms Shayakhmetova is an economics graduate of the People's Friendship University named after
P. Lumumba, Moscow, and holds an MBA from Rutgers University, New Jersey, US.
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Umut Shayakhmetova (b. 1969)

Chairperson of the Management Board

Please refer to the "Board of Directors” section.

Aivar Bodanov (b. 1962)

Deputy chairman: Security and Problem Loans

Mr Bodanov was re-appointed as deputy chairman of the Management Board of Halyk Bank in March
2018, after having previously served at Halyk Bank from September 2014 to May 201/ in the following
positions: director of the Security Department and deputy chairman of the Management Board.

He started his career in 1984 as a high-voltage overhead specialist for Dzhambul Grid Operating
Company. He then worked as a specialist and senior producer at the Grazhdanstroy construction
enterprise, as well as a chief engineer at the Kultbytstroy construction enterprise. In 1988-89,
he attended the Sverdlovsk Higher Courses of the Ministry of Internal Affairs of the USSR. From
1990 to 2014, Mr Bodanov held numerous posts in the Department of Internal Affairs, the State
Investigative Committee and the Tax and Financial Police. These included deputy head of the
Agency of Kazakhstan for Combating Economic Crimes and Corruption; head of the Department
for Combating Economic Crimes and Corruption in Almaty and West Kazakhstan regions; head of
the Department for Investigating Economic and Financial Crimes under the Agency of Kazakhstan
for Combating Economic Crimes and Corruption; deputy head of the Financial Police Department
in Kyzylorda, South Kazakhstan and Atyrau regions; and others. From May to December 201/, Mr
Bodanov served as head of the Internal Investigations Department, head of the Third Service of
the General Prosecutor's Office of Kazakhstan. From February to March 2018, he was head of the
Department of Internal Security and Prevention of Corruption in the Courts of the Department for
the Support of the Courts of the Supreme Court of Kazakhstan.

Mr Bodanov holds the rank of Major Generalin the Financial Police and has received the Aibyn Il Order
of Valour and other medals. He is a graduate of the Dzhambul Irrigation and Construction Institute,
where he specialised in hydraulic engineering of river constructions and hydroelectric power plants,
and holds a law degree from the Karaganda Higher School under the Ministry of Internal Affairs of
Kazakhstan.
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Mikhail Kablashev (b. 19/8)

Deputy chairman: IT

Mr Kablashev has been deputy chairman of the Management Board of Halyk Bank since 4 March
2019. Since 2018, he has been a member of the Board of Directors of QPayments. Since 2019, he
has also been chairman of the Board of Directors of Kazteleport.

He began his career in banking in 2001. From 2001 to 2005, he held various positions at Nauryz
Bank Kazakhstan. From March 2005 to January 200/, Mr Kablashev worked at Halyk Bank as chief
manager of the acquiring network support division of the card centre and then head of the acquiring
network support division of the card centre. From 2007 to 2012, he went back to Nauryz Bank
Kazakhstan, where he worked as deputy director of the system support and telecommunication
department, director of the system support and telecommunication department, and then director
of the information and communication technology management division of the department of
information and communication technology management. After that, Mr Kablashev returned to Halyk
Bank, where from September 2012 to July 201/ he held the positions of director of the system support
and telecommunication department and then director of the IT infrastructure department. From
2016 to 201/, he worked concurrently at Altyn Bank as director of the digital bank project office. From
July 2017/ to July 2018, he held the position of chief IT director of the IT block at Kazkommertsbank.
On 28 July 2018, he returned to Halyk Bank as chief IT director.

Mr Kablashev has a degree in applied mathematics from Al-Farabi Kazakh National University.

Aliya Karpykova (b. 1970)

Deputy chairperson: Finance, Accounting and Subsidiaries

Ms Karpykova has been deputy chairperson of the Management Board of Halyk Bank since October
2011, Board member of Kazakhinstrakh since 2016 and Board member of Kazkommertsbank since
2017

She has worked in the Kazakh banking system since 1992. From 1992 to 1996, she held various
positions at the National Bank of Kazakhstan. From 1996 to 199/, Ms Karpykova worked in Barents
Group as an adviser on a project on accounting reform in the Kazakh banking system. From 1998 to
2001, she was the director of the financial control and administration department and then a member
of the Management Board — chief accountant of Citibank Kazakhstan. From 2001 to 2004, she was
managing director and then first deputy chairperson of the Management Board of Nauryz Bank
Kazakhstan. She has worked at Halyk Bank since 2004, including as managing director responsible
for risk management, head of risk management and finance director.

Ms Karpykova has a degree in political economy from Al-Farabi Kazakh National University.

AAAAAAAAAAAAAAAAAA
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[
Murat Koshenov, CFA. FRM (b. 19/3)

Deputy chairman: Corporate Banking

Mr Koshenov has been deputy chairman of the Management Board of Halyk Bank since September
2014 and is currently chairman of the Board of Moskommertsbank.

He has worked in finance and banking since 2000. From 2002 to 2010, he worked first as head of
broker-dealer operations at ABN AMRO Asset Management, and then as risk manager, head of the
risk management division and deputy chairman of the Management Board at SB ABN AMRO Bank
Kazakhstan (later SB RBS (Kazakhstan)). He joined Halyk Bank in January 2010 as chief risk officer and
then became compliance controller.

Mr Koshenov has a degree in physics from Al-Farabi Kazakh National University and an MBA from the
Kazakhstan Institute of Economics, Management and Strategic Research.

/humabek Mamutov (b. 1982)

Deputy chairman: Retail Banking

Mr Mamutov has been deputy chairman of the Management Board of Halyk Bank since
28 October 2019.

He has worked in banking since 2004. From 2004 to 2008, he held the following positions: director of
the Zangar branch at SB ABN AMRO Bank Kazakhstan; head of the retail banking division of the retail
banking department, and then business development manager at SB ABN AMRO Bank Kazakhstan;
and branch affairs specialist of the marketing department of NPF ABN AMRO KaspiyMunayGaz
Kazakhstan. From 2008 to 2009, he was head of the regional and sales administration of the HNWI
department at Kazinvestbank. Mr Mamutov worked at Kazkommertsbank from January 2010 to
February 2014 and again from July 2015 to May 201/ in the following roles: managing director,
executive director of the office of the Management Board, executive director of the card business
development department, executive director of the banking card department, adviser to the office of
the chairman of the Management Board, adviser to the executive directorate of the chairman of the
Management Board, and director of the retail banking department. From February 2014 to July 2015,
he was director of the department for planning and monitoring the implementation of retail banking
strategies at SB Sberbank. From May 201/ to February 2018, Mr Mamutov was deputy chairman of the
Management Board at Bank Kassa Nova, as well as member of the Management Board and deputy
chairman of the Management Board at Nova Leasing. From February 2018 to October 2019, he held
the position of member of the Management Board and deputy chairman of the Management Board
at Forte Bank.

In 2016, Mr Mamutov was awarded the anniversary medal in honour of Kazakhstan's 25 years of
independence. He has a degree in statistics from Kazakh Economic University named after T. Ryskulov
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Yertai Salimov (b. 1974)

Deputy chairman — director of Astana region branch: oversight of national
companies

Mr Salimov has been deputy chairman of the Management Board of Halyk Bank since February 2015
and a member of the Supervisory Board of Halyk Bank Tajikistan since August 2018. Since October
2019, he has also been director of the Astana region branch.

He joined Halyk Bank in August 1995 and has extensive experience of operations at the Bank, having
worked as deputy head of the non-trading operations and the precious metals desks in the foreign
exchange operations department; a leading banker on the precious metals handling and precious
metals desks in the international operations department; chief banker on the commodity desk in
the trade finance department; chief banker on the commodity desk in the commercial department;
senior dealer in the treasury; head of forex, money market operations and head of trading operations
iN the treasury; deputy director and director in the treasury; head of the chief operations department;
chief operating officer; member of the Board and independent director of the Kazakhstan Stock
Exchange; and chairman of the Board of Halyk Finance.

Mr Salimov has a degree in finance and credit from the Kazakh State Academy of Management with
major in Credit and Finance.

Dauren Sartayev (b. 1982)

Deputy chairman: SME Banking and PR

Mr Sartayev has been deputy chairman of the Management Board of Halyk Bank since July 2018.

He began working in the banking industry in 2004 at Kazkommertsbank, where he held the positions
of manager, head of SME banking and head of small business banking. From 2010 to 2012, he worked
at Temirbank as head of credit risk, branch director and director of problem loans. He was appointed
as a member of the Management Board and managing director of Kazkommertsbank in June 2016,
where he curated corporate lending, SME banking and the branch network. In July 201/, Mr Sartayev
became deputy chairman of the Management Board of Kazkommertsbank. He previously worked at
Kcell, where he headed the branch in the city of Shymkent and managed the offices in Almaty and
Almaty region. He also worked at the Kazakhstan representative office of the international auditing
firm Ernst and Young.

MrSartayev has alaw degree from Kazakh Humanitarian Law University in Almaty. He also holdsan MBA
In strategic management and entrepreneurship from Moscow International Higher Business School
and an MBA in strategic management from Kazakh Economic University named after T. Ryskulov.
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/hannat Satubaldina (b. 1961)

Deputy chairperson: Operations, Resources and Administration

Ms Satubaldina was appointed as deputy chairperson of the Management Board of Halyk Bank in
July 2018. She has a PhD in economics with diverse experience in government organisations and
private companies in the oil and gas, transport, financial and banking sectors.

She started her career in 1982 as a junior associate in the Research Institute of Planning and
Governance Process Automation, part of the State Planning Committee of the Kazakh SSR, and later
taught at the Academy of Experts of Kazakhstan. In 1993, she began to work in the financial sector,
heading the Planning Department of Kazmetallbank. From 1994 to 1999, she held various positions at
Metallinvest, an investment privatisation fund. In 1999-2002, she worked at financial sector regulatory
and supervisory bodies, including as head of the Licencing and Supervision Department, executive
director of the National Securities Commission of Kazakhstan, and deputy director of the Securities
Market Regulation Department of the National Bank of Kazakhstan. In 2002, she joined Kazakhstan
Temir Zholy, the national railways operator, where in the course of four years she held the positions
of chief accountant, vice president and managing director of finance. From 2006 to 2007/, she was
deputy CEO for economics and finance at KazlransQOil, as well as a member of the Board of Directors
of Halyk Bank’'s Accumulating Pension Fund and of North-West Pipeline Company MunayTas. From
2007/ to 2009, she served as managing director for economics and finance at KazMunayGas. From
2009102014, she was deputy finance director at KMG-Kashagan B.V. In 2014-16, Ms Satubaldina served
as deputy chairperson of the Management Board of Halyk Bank. In July 2017/, she was appointed as
deputy chairperson of the Management Board of Kazkommertsbank, where she was responsible for
the financial bloc.

Ms Satubaldina is a graduate of Almaty Institute of People’'s Economy and holds a PhD in economics
from Moscow State University named after M. Lomonosov.

Askar Smaqgulov (b. 1975)

Deputy chairman: Fast IT and Transactional Banking

Mr Smagulov was appointed as deputy chairman of the Management Board of Halyk Bank
on 2 May 2019.

He started his career at SB ABN AMRO Bank Kazakhstan, where he worked as a treasury dealer,
senior dealer, head dealer, head of the trade division of the treasury, head dealer of the department
of financial risks and operational business development, and director of the treasury. He then worked
at Halyk Bank from February 2005 to May 2018, including as director of the treasury, adviser to the
office of the Board of Directors and Management Board (in addition to other duties), member of the
Management Board and deputy chairman of the Management Board. During this tenure at Halyk
Bank, Mr Smagulov also held various leadership positions at its subsidiaries, including chairman of
the Board of Directors of Kazteleport from February 2010 to May 2015, chairman of the Management
Board and member of the Board of Directors of Altyn Bank from November 2014 to June 2018 and
chairman of the Board of Directors of Moskommertsbank from July 2017 to June 2019. In April 2019,
he returned to Halyk Bank as adviser to the office of the Management Board.

Mr Smagulov has a degree in economics and management from Al-Farabi Kazakh National University
and an MBA from University of Rochester (US). In 2013, he was awarded the public order of Honoured
Financier by the Financial Institutions” Association of Kazakhstan and the state award medal in honour
of the 20th anniversary of the Kazakh tenge.
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Key events

February

» Halyk Finance acts as the underwriter for Kcell's KZT16.8 billion bond placement on KASE.
o Halyk Finance acts as the underwriter for KazAgroFinance's KZ T4 billion bond placement on KASE.

o Kazkommerts Securities acts as the underwriter for Eurasian Development Bank's KZT20 billion
bond placement on KASE.

o Halyk Bank Kyrgyzstan expands its network via opening the 10-th branch in the city of Karakol.

March
* International ratings agency AM Best confirms Halyk Life's financial strength rating at 'B+ and
credit rating at "bbb-, the outlook ‘stable’, which is the highest among life insurers in Kazakhstan.

o Kazteleport receives Payment Card Industry Data Security Standard (PCl DSS) certificate for its
service of hosting customer equipment in its data centre.

 Moskommertsbank launches its Express Guarantee module for receipt and automatic processing
of applications for issuance of bank guarantees to secure tender bids and performance of
government contracts, scoring, assessing the financial position of principal and generating the
documents required for the issuance of bank guarantees.

April

e Halyk Finance acts as the financial consultant and underwriter for Polymetal International plc's
USS20.3 million sale of shares on AlX.

e Halyk Finance acts as the underwriter for IK Baspana's KZT10 billion bond placement on KASE.
May

» Tenge Bank receives banking licence No. 85 dated 18 May 2019 issued by the Central Bank of
Uzbekistan.

» Halyk Finance acts as the underwriter for IK Baspana's KZT10 billion bond placement on KASE.

June

e Halyk Finance acts as the financial consultant and underwriter for Kazakhtelecom's KZT80 billion
bond placement on KASE.

» Halyk Finance acts as the underwriter for IK Baspana's KZT8.9 billion bond placement on KASE.

o Kazkommerts Securities places KZT27.5 billion in bonds for Kazakhstan Development Bank.

« Halyk Life launches the borrower insurance product in Altyn Bank, theinsurance policies totalling
more than KZT2 billion were issued during seven months. Altyn Bank begins concluding borrower
insurance contracts online in October.

Halyk Bank Georgia increases its charter capital by GEL14 million.

July

* Halyk Finance acts as the underwriter for IK Baspana's KZT11 billion bond placement on KASE.
o Kazkommerts Securities places KZT41 billion in bonds for Kazakhstan Development Bank.

o Kazkommerts Securities places KZT10.8 billion in bonds for Kazakhstan Mortgage Company.

August

* Halyk Finance acts as the underwriter for IK Baspana's KZT10 billion bond placement on KASE.

o Kazteleport obtains a state licence from Kazakhstan's National Security Committee to provide
services for identifying technical channels for information leakage and using special investigative
methods.

September

e Halyk Finance acts as the arranger and joint bookrunner for NAK Kazatomprom'’s SPOon AlX.

» Halyk Finance acts as the financial consultant and underwriter for NAK Kazatomprom's KZT70
billion bond placement on KASE.

» Halyk Bank launches payment of premiums for endowment life insurance via its corporate website
(the Bank's processing) and financial terminals, as well as simplifies the procedure for paying via
the Homebank financial portal.
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October

e SPO of Halyk Bank’'s GDRs on LSE and AIX.
e Halyk Finance acts as the underwriter for IK Baspana's KZT23 billion bond placement on KASE.

o Kazkommerts Securities places KZT20 billion in bonds for Kazakhstan Development Bank.

November

Halyk Finance acts as the underwriter for IK Baspana's KZT39.7 billion bond placement on KASE.
Halyk Bank decides to resume the leasing operations of Halyk Leasing.

Halyk Life begins sales of Halyk Kazyna, a new product that is indexed to the US dollar exchange
rate, including via Altyn Bank.

December

e Fitch Ratings changes its long-term issuer default rating (IDR) for Halyk Bank Georgia from '‘BB-"to

‘BB’, the outlook ‘positive’.

o Effective 25 December 2019, Halyk Finservice renews its government registration after a change

iNn the company’s name (former name QPayments) and legal address.

International ratings agency AM Best confirms Halyk Insurance Company’s financial strength rating
and long-term credit rating at '‘B++, as well as its credit rating at 'bbb’, the outlook ‘stable’,

Halyk Finance acts as the underwriter for IK Baspana's KZT1 billion bond placement on KASE.

Fitch Ratings changes its long-term (IDR) for Halyk Finance, in foreign and national currency, from
‘BB to '‘BB", the outlook ‘positive’. The ratings agency also confirms its short-term IDR for Halyk
Finance, in foreign and national currency, at 'B" and its support rating at '3’

Kazkommerts Securities acts as the underwriter for Kazakhstan Development Bank's KZ T30 billion
bond placement.

Kazkommerts Securities acts as the underwriter for QS Holding's KZT18.4 billion corporate bonds
placement.

Kazteleport completes the construction of its data centre at the address 24, Abaya St., Nur-Sultan.
Halyk Bank Kyrgyzstan doubles its charter capital from KGS600 million to KGS1.2 billion.
Moskommertsbank increases its charter capital by RUB3 billion.

In 2019, Halyk Bank works with Halyk Insurance Company to integrate its services into the
Homebank system, including launching the option to purchase the vehicle owner's compulsory
civil liability insurance policies (comprehensive and standard mandatory insurance).
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AWARDS

Halyk Bank
EMEA Finance

‘Best Trade Finance Provider in Kazakhstan”

Halyk Bank
Expert RA Kazakhstan

Top of the list of non-state banks in Kazakhstan
in terms of information disclosure

Halyk Finance
Global Finance

"‘Best Investment Bank in Frontier Markets”

based on 2019 results

Halyk Finance
Global Finance

‘Best Equity Bank in Central and Eastern Europe”

Halyk Finance
Global Finance

‘Best Investment Bank in Kazakhstan”

Halyk Finance
EMEA Finance

"‘Best Investment Bank in Kazakhstan”

Halyk Finance
Cbonds

"‘Best Investment Bank in Kazakhstan”

Halyk Finance
Global Business Outlook

"‘Best Investment Bank in Kazakhstan”

Halyk Finance
Finance Asia

"Best Investment Bank in Kazakhstan”

Kazkommerts Securities
International Finance Awards

‘Best Underwriters — Investment Banking -
Kazakhstan” in 2019

Kazkommerts Securities
Global Finance

Best Investment Bank in Frontier Markets

Awards
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Macroeconomic situation in 2019

In terms of economic growth, 2019 proved to be a rather successful year for Kazakhstan. GDP growth
accelerated from the level of 4.1% achieved in 201/ and 2018, to 4.5%, outpacing even the most
optimistic analysts’ forecasts, and despite the fall of the annual average oil price by 10% year-on-year.
Kazakhstan has not demonstrated such rates of growth since 2013, when the price of oil was about
twice as high as the 2019 level.

An increase in consumption and investment were the main factors driving the acceleration of
economic growth. In 2019, total trade volumes increased by 7.6% and investment in fixed assets
grew by 8.5%, as a result of which growth in construction increased by nearly 15%. Multiple fiscal
and administrative stimuli directed at increasing the income of the population, as well as continuing
growth of retail credit, had a positive influence on consumer activity.

Oil production in 2019 increased insignificantly, by 0.2% year-on-year to 90.5 million tonnes. At the
same time, during the year, major technical works was carried out at the largest oil fields. As a result,
although the total production of oil in the country was practically unchanged, it increased by /% at
Kashagan and by 4% at Tengiz, while falling by /% at Karachaganak. In total, the three fields currently
account for more than 60% of all oil production in the country and their share is growing rapidly. For
example, in 2016, after the relaunch of Kashagan, the share of these projects accounted for exactly
half of the production in Kazakhstan.

The weakening of demand for crude on the global market in 2019, against a background of large
volumes of supply and sustained high levels of reserves, pushed oil prices into decline. Over the
course of last year, the cost of a barrel of Brent crude fluctuated within a corridor of US$S54 and USS75,
with an annual average price of US$S64, which was higher than the average level of USS50 during the
period 2015-2017, but 10% lower than the USS71 figure in 2018. Kazakhstan's export structure was
made up by approximately /0% of crude oil export, its contribution into economic growth declined
in 2019. Industrial production grew by 3.8%, slowing from 4.4% and /.53% in 2017/.

Acceleration of economic growth, despite falling oil prices
10

7.4
7.3 ®
6 6.0
® 4.8 45
. 4.2 41 41 F.‘
o
2
1.2 1.2 1.1
o 1 |
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Bl GDP Brent prices per barrel (right hand scale)

Source: CS MNE, Bloomberg

In 2019, investment in fixed capital increased by an impressive 8.5%, although in terms of growth, it
was lower than the 17.5% growth rate in 2018. Growth in investment in 2019 was the second-highest
rate in the past decade, and, as in previous years, was driven by an increase in investment in the
extraction sector by 20.5% year-on-year, while its total volume was equivalent to 8% of GDP. The
largest oilfield projects were the major contributors to the investment expansion in the country.

For example, Tengiz has already carried out a large part of the spending as part of its USS36.8 billion
investment programme, while according to information from Chevron, the final sum of investment
could grow to USS42.5 billion. The solid injections being made at present into production capacity
should increase the levelof oilextractionto morethan 100 milliontonnesin 2023. Againsta background
of growth in investment in the extraction sector, investment in manufacturing fell by 22.6% year-on-
year, and in the transportation industry by 21.5% year-on-year.

Under deteriorating external environment — the slowdown in the growth in the global environment
to 2.9% (IMF estimate) from 3.6% in 2018, accompanied by the slump in oil prices, the government
carried out a significant increase of stimulus of the economy. State budget expenditures relative
to GDP in 2019, according to preliminary estimates, increased to 20.4%, compared to 18.8% in the
previous year.

The increase in the expenditures from the state budget brought about growth in the deficit from 1.3%
to 1.9% of GDP. Financing of the state budget deficit was primarily covered through transfers from the
National Fund, internal borrowing and Eurobond issuance.

Budget stimulus
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CS MNE, Ministry of Finance of the Republic of Kazakhstan

Multiple fiscal and administrative stimuli directed at increasing the income of the population, as well
as the continuing growth of consumer credit, had a positive impact on consumer activity. In 2019,
wages grew by 14.5% in nominal terms and by 8.3% in real terms, which contributed to an increase
iNn the minimum wage by 50% in January 2019. However, the effect of wage growth has levelled
an increased demand for hard currency by the population and slower economic growth in some
regions
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of the country. As a result, despite the growth in the purchasing power of the population, retail trade
grew more slowly than the previous year, at a modest 5.8% in constant prices. The volume of retall
turnover exceeded KZT 11 trillion, KZT 1.5 trillion higher than the indicator for 2018 in nominal terms.
The turnover of food products amounted to KZT 3.8 trillion, growing by 3.2% year-on-year (KZT 3.4
trillion in 2018), the sales of non-food goods reached KZT 7.6 trillion, with growth of 7.1% year-on-
year (KZT 6.7 trillion in 2018).

As was already noted, in 2019, the government concentrated its efforts on increasing wages, assisted
by the resources in the state budget. Toward this end, a series of measures were applied: increasing
social payments to the population, a tax amnesty, the writing-off of bad consumer debt, supporting
low prices on fuel on the domestic market and a reduction of tariffs on domestic utilities. As we see,
such measures supported the population’s consumer activity. At the same time, if it had not been for
growing expectations of currency devaluation, in our view, the growth of retail turnover would have
been substantially higher. The increase in demand for hard currency led the population to intensify
its purchasing of hard currency by around 30% year-on-year.

The unemployment rate in 2019 remained unchanged at the level of 4.8%, where it had been during
the second half of 2018. The dynamics of the unemployment rate has been on the downside since
in 2010 it stood as high as at 5.8%.

Kazakhstan's consolidated international reserves as at the end of 2019 amounted to US$90.9 billion.
During the year, the consolidated reserves increased by 2.2%, primarily due to 6.8% growth of the
assets of the National Fund to US$61.9 billion, at the same time the gross international reserves of
the National Bank of Kazakhstan fell by 6.4% and amounted to USS$29.0 billion. A reduction in the
most liquid portion of the gold holdings of the National Bank of Kazakhstan was observed, foreign
currency holdings, contracted by 39% from the beginning of the year to USS$10.1 billion.

Revenues of the National Fund in 2019 fell to KZT2.8 trillion (excluding investment income) from KZT
3.2 trillion in 2018. Notably, the increase in transfers from the National Fund to the budget from KZT
2.6 trillion to KZT3.1 trillion resulted in the outgoings from the National Fund exceeding deposits by
KZTQO.2 trillion. The share of transfers in total state budget revenues stood at 247% and was unchanged
from the previous year. In terms of share of GDP, the total assets of the National Fund fell last year
from 41% to 39%, which is the lowest figure since 2014,

During 2019, the regulator’s interest rate policy formed neutral monetary conditions. In the first half
of the year, the regulator lowered the base rate to 9.0%, and in September, took the decision to raise it
by 0.25%, as consumer inflation rose from 4.8% year-on-year in March to 5.5% year-on-year in August.
During the year, expanding domestic demand was observed, which was supported by an increase in
the real incomes of the population and the growth of the economy, on one side, and the expansion
of consumer lending, on the other. External conditions were under pressure: the uncertainty around
the US-China trade disputes, volatility observed on the energy markets, while inflation in countries
that are trading partners remained below the inflation level in Kazakhstan. As the year progressed,
the regulator did not raise the base rate, despite announcing at its last meeting in 2018 that monetary
conditions were weakly restraining.

Inflation is stable
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The volume of excessive liquidity sterilised by the National Bank of Kazakhstan stayed at a high level.
It reached KZT5.5 trillion in the first half of the year, but finished the year at KZ14 .4 trillion. Short-term
notes were the primary vehicle for absorbing excess liquidity and they accounted for an average of
80% of sterilisation. Money-market rates were formed mainly at the lower end of the regulator’s rate
band in the first half of the year, but due to the increase in inflation risks, they periodically were above
the base rate in the second half of the year. In 2019, the inflation management of the regulator was
complicated by the government'’s decision to sharply increase the spending portion of the budget,
which caused additional distortions to the balance of consumer prices.

Money market condition
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Banking sector in 2019°

The major event in the beginning of 2019 was the change in shareholders of Tsensabank and its
subsequent rebranding as First Heartland Jysan Bank. Later, the merger of Jysan and FHB led to the
reduction in the number of Kazakh banks to 27/. Also last year, following a decree from the President
of Kazakhstan, there was a writing-down of consumer debts of certain segments of the population
and a series of regulatory measures were undertaken to tighten consumer lending. A no-less-
important event during the year was the conduct of the asset quality review (AQR) encompassing
14 banks accounting for 8/% of the market. According to the results of the AQR, the banks required
recapitalisation of KZT50 billion, as during the course of the audit, out of KZT429 billion found to be
insufficient, more than KZT180 billion of this potential amount (427%) had already been settled by the
banks themselves. Also last year, the decision was taken to divide the authority of the National Bank
of Kazakhstan and a newly spun-off special agency for the regulation of financial markets.

The total loan portfolio of Kazakh banks accelerated its growth, adding 7.1% in 2019, compared to
an increase of 1.3% in 2018, and stood at KZT14.7 billion. The retail portfolio expanded by 26.8% to
KZT6.3 trillion and demonstrated an acceleration in growth in comparison with the previous year
(+17.2% in 2018) attributable to a 24.4% increase in consumer loans to KZ T4 4 trillion and an expansion
of mortgage lending by 33.8% to KZT1.8 trillion. Loans to legal entities grew by 4.5% year-on-year
to KZT4.1 trillion, while the SME portfolio fell by 13.3% year-on-year to KZT4.0 trillion, which drove
a reduction in business loans by 5%. As a result, the share of loans to businesses in the total loan
portfolio fell to 54.7% (61.7% in 2018).

During the year, assets of the banking sector increased by 6.2%, and its deposit base expanded by
5.5%, compared with growth of 2.2% in 2018. The primary contributor to growth in the deposits was
deposits by the population, which increased by 6.2% year-on-year. Following a contraction in the
previous year, corporate deposits grew by 4.7/% year-on-year in 2019,

Despite the higher rates of growth of the banking sector in 2019 by comparison to the previous year,
its impact on the economy continued to decline. According to estimates by Halyk Finance, the ratio
of loans issued by second-tier banks to GDP fell during the year from 22.3% to 21.4%, and the ratio of
deposits to GDP also declined — from 2/7.6% to 26.1%. As a result, taking into account the real growth
of GDP in the amount of 4.5% and inflation at the level of 5.4%, the nominal growth in loans and
deposits lagged the nominal growth of the economy.

As before, the main reasons for this lag were structural problems in the Kazakh economy, which is
oriented towards natural resource exports with a low share of added value and characterised by a
strong government presence. The result of this is insufficient development, as well as the slow growth
of real revenues in sectors that are not impacted by government measures to increase salaries.

According to National Bank of Kazakhstan data, the level of NPL90+ problem loans was 8.1% at the
end of the year (+0./% compared to the beginning of the year). Provisions at the end of the year
accounted for 15% of the total loan portfolio and covered the volume of NPL90+ problem loans by
164%.

In 2019, the net profit of the banking system stood at KZT812 billion, which is the highest level over
the past eight years.

“This analysis is based on the National Bank of Kazakhstan's regulatory reporting, the data from which could significantly differ from the audited

financial reporting of each bank.

HAPOOHBIMI BAHK KABAXCTAHA

HALYK BANK ‘ ANNUAL REPORT 2019



|||' 1] | I'l:: il
Il “ |
j: | LT |r| j
ﬂmﬁmullt‘mm §
SO 'T"“’mﬂllll g
| w17 I| Ifw_im
==

ST I”|'| | -
- 01

m J"."I- ' 311
Al 1w wmmm
.|| ]I' i I!Hﬁnuﬂmm“

“qumm' J

RINAN@7ANE
REVIEW

a |~|r| U 1)
|'|H%M'ﬂn: IMMmﬂ'[‘l':l .',HW%" \
|I|fﬂ!mmﬂmmﬁll,.l ”JWN i TR T ]




39

FINANCIAL REVIEW

Net income increased by 31.6% to KZT 334.5bn for 12M 2019 compared to KZT 254.2bn for 12M
2018 mainly due to net interest income growth in 12M 2019. For 12M 2018 the Bank had higher loss
from impairment of non-financial assets of KZT 27.3 bn compared to 74bn for 12M 2019, and in 2Q
2018 there was a de-recognition of tax loss carry forward of KZT 43.3bn by Kazkommertsbank's
(KKB) due to the merger into Halyk Bank.

Consolidated income statement

Interest income increased by 4.1% to KZT /10.5bn for 12M 2019 compared to KZT 682.0bn for 12M
2018 mainly as a result of increase in average balances of interest-earning assets by 9.8%.

Interest income by assets, KZT billion
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600 682.0

500
400

300 266.5

256.9
200 182.6 261.2

177.5 247.6
100 I I
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Corporate and Retail loans Other (securities,
SME loans amounts due from
credit institutions)

2018 BN 0019

Total interest
income

Interest expense for 12M 2019 decreased by 6.4% compared to 12M 2018 mainly due to continuous
repricing of retail term deposits following the decrease of deposit interest rate cap by Kazakhstan
Deposit Insurance Fund.

Interest expense by liabilities, KZT billion
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333.8 312.3
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0 — |
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credit institutions

2018 B 2019

customers issued expense

As a result of increase in net interest income and due to increase in the share of placement of interest-
bearing liabilities into interest-earning assets, net interest margin increased to 5.3% p.a. for 12M 2019
compared to 5.1% p.a. in 12M 2018.

Net interest margin and net interest spread
10%
8%

o% 51%  52% 3.3% 529
4%

2%

0%

2018 2019

Net interest margin B Netinterest spread

Cost of risk on loans to customers for 12M 2019 was at 0.7/%, more normalized level compared to
0.5% for 12M 2018 which was mainly due to repayment of a large ticket impaired corporate loan and
transfer of few problem corporate loans to subsidiary SPVs in 4Q 2018.

Fee and commission income* for 12M 2019 increased by 8.8% p.a. vs. 12M 2018 as a result of growing
volumes of transactional banking, mainly in payment cards operations, as well as letters of credit and
guarantees issued.

Prior to the merger, the transfers within legal entities’ current accounts in Halyk and KKB were treated
as external transfers and relevant fees were applied. After the integration, the transfers between those
currentaccounts are being treated as internal and therefore are free of charge. As a result, fees derived
from Bank transfers — settlements decreased in 12M 2019 vs. 12M 2018. The decrease in fees derived
from cash operations in 12M 2019 vs. 12M 2018 was mainly due to increased volumes of non-cash
transactions.

Fee and commission expense increased by 40.1% compared to 12M 2018 mainly due to increased
number of transactions of other banks’ cards in the acquiring network of the Bank.

For years ended 31 December

2019 2018

KZT mln KZT min
Plastic card operations 03147 53 866
Bank transfers - settlements 15 878 16 456
Cash operations 11 335 12 010

* Starting from 1Q 2019 the portion of fees relating to payment card operations, which was previously accounted within cash operations and
bank transfers, are represented as fees derived from payment card operations. Figures for 4Q 2018 were recalculated accordingly.
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INancia
2019 2018 As at YE 2019 total assets increased by 3.1% vs. YE 2018, and their structure was improved thanks to review
Servicing customers’ pension payments 8,131 8.037 Increased share of higher-yielding loans to customers.
Bank transfers — salary projects 6,925 7,200 Compared with the YE 2018, loans to customers increased by 6.9% on a gross basis and 7.8% on a
Letters of credit and guarantees issued 9718 7019 net basis. Increase of gross loan portfolio in 2019 was attributable to increase in corporate loans (5.9%
ON a gross basis), increase in SME loans (9.4% on a gross basis), and increase in retail loans (/9% on a
Maintenance of customer accounts 3,310 4,049 :
gross basis).
Other 4,812 4,604 _—
Total gross loans by sectors, KZT billion
123,256 113,241
3,891 4,161
Operating iIncome increased by 10.8% vs. 12M 2018 mainly due to increase in net interest income. oA 20
Operating expenses, KZT million 15.1% 15.4%
164,531
10,929 149,655 59.5% 58.9%
11,596
59,913 40,875
16,126 17,953 01.01.2019 01.01.2020
o Corporate B SME o Retail
77,563 79,231
As at the end of 4Q 2019, Stage 3 ratio decreased to 16.0% from 1/9% as at the end of 3Q 2019
2018 2019 mainly as a result of write-off and repayment of previously impaired indebtedness of corporate and
B Depreciation B Other B Taxes other than income tax, I Salaries and iner retail borrowers.
and amortisation information services, Advertisement employee benefits _ _ o
expenses and loyalty programm, Professional services Stage 3 (including POCI), KZT billion
_ _ - 17.9%
On the back of lower operating expenses and higher operating income for 12M 2019 vs. 12M 2018,
the Bank's cost-to-income ratio decreased to 26.0% compared to 31.7% for 12M 2018. 713 16.0%
Cost-to-income ratio 664
31.7%
) — 26.0%
575,703
519,810 01.10.2019 01.01.2020
B Amount —w— Ratio
164,531 149,655
Allowances for expected credit losses rose by 0.3% yearon-year as of the year-end 2018, mainly due
5018 2019 to an increase in provisions within the normalized cost of risk.
i Operating income I Operating expense —o— Cost-to-income Deposits of legal entities increased by 0.8% and deposits of individuals decreased by 4.3%, compared

to YE 2018 mainly due to partial withdrawal of funds by the Bank's customers to finance their
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ongoing needs and transfer of a part of FX retail deposits into USD-denominated bonds placed at
Astana International Exchange. As at 31 December 2019, the share of corporate KZT deposits in total
corporate deposits was 49.4% compared to 49.6% as at 30 September 2019, whereas the share of
retall KZT deposits in total retail deposits was 43.7% compared to 42.2% as at the end of 3Q 2019.

Corporate deposits by currency, KZT billion
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Retail deposits by currency, KZT billion

3,167 3,251
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Amounts due to credit institutions increased by 81.7% vs. YE 2018 mainly due to increase in loans and
deposits from Kazakhstan banks (including loans under REPO agreements) attracted for placement
at higher rates. As at 31 December 2019, 86.2% of the Bank's obligations to financial institutions were
represented by loans from Kazakhstan banks (incl. loans under REPO agreements), KazAgro national
managing holding, DAMU development fund, Development Bank of Kazakhstan drawn in 2014-201/
within the framework of government programs supporting certain sectors of economy.

Debt securities issued decreased by 74% vs. YE 2018, mainly due to the early partial prepayment
of Bank's USD /50,000,000 Eurobond issue on 1 March 2019, redemption of Bank's KZT 3.5bn
subordinated bonds on 26 April 2019 and redemption of Bank's KZT 59.9bn coupon bonds on 14
November 2019. As at the date of this press-release, the Bank's debt securities portfolio was as follows:

Description of the security Nominal amount outstanding Interest rate Maturity Date

Furobond 500 min. USD /.25% p.a. January 2021
Furobond 548 mln. USD 55% p.a. December 2022
Local bonds 100.0 bn KZT /5% p.a. November 2024
Local bonds 131.7 bn KZT /.5% p.a. February 2025
Local bonds 93.6 bn KZT 8.75% p.a. January 2022
Subordinated coupon bonds 101.1 bn KZT 9.5% p.a. October 2025
Local bonds listed at Astana 172.5 min USD 3.0% p.a. April 2022

International Exchange

Compared with the YE 2018 total equity increased by 22./% as a result of net profit earned by the
Bank during 12M 2019.

The Bank's capital adequacy ratios were as follows:

Capital adequacy ratios, unconsolidated:

01.01.2020 01.01.2019
k1-1 21.3% 19.7%
k1-2 21.3% 197%
k2 23.1% 21.6%
Capital adequacy ratios, consolidated:

01.01.2020 01.01.2019
CET1 20.6% 18.5%
Tier 1 capital 20.6% 18.5%
Total capital 21.9% 19.9%
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BUSINESS review

Halyk Bank's core business focuses on retail, corporate and SME banking. Through subsidiaries, the
Bank also provides insurance, cash collection, asset management, brokerage, telecommunication
and leasing services.

Retail banking

Retail deposits

In 2019, the deposit portfolio among second-tier banks in Kazakhstan increased by KZT536 billion
(@round 6.11%) to KZT9.3 trillion, of which Halyk Bank accounted for KZT 3.2 trillion. The Bank retained
its leading position with a market share of 34% and a share of term deposits of 33.2%.

The Bank optimised its deposit product line during the reporting period in accordance with the new
methodology used to determine and set the maximum interest rate on new retail deposits by the
Kazakhstan Deposit Insurance Fund (KDIF).

In 2019, the KDIF reapproved the maximum interest rates in national currency seven times, depending
on the currency, maturity, category and possibility for replenishment.

The average interest rates in national currency during the year for savings deposits increased by
1%, while the interest rates decreased by 0.6% for deposits that do not allow partial withdrawal
or replenishment during their tenure and by 0./% for deposits that allow partial withdrawal or
replenishment during their tenure.

The maximum interest rates for deposits in foreign currency remained unchanged.

In 2019, the following projects were implemented for deposits and current accounts:

« To expand the product line for customers, new deposit lines were launched (Maximum, Optimum
and Universal):

— Maximum deposits have the effective rate of up to 14% in tenge and up to 2.0% in foreign
currency, without the possibility for replenishment or partial withdrawal.

— Universal deposits are convenient for customers and offer the possibility for replenishment
or partial withdrawal with an effective rate of up to 9.8% in tenge and up to 1.0% in foreign
currency.

— Optimaldeposits offer the possibility for replenishment butdo not allow partial withdrawals
with an effective rate of up to 10.6% in tenge and up to 1.7% in foreign currency.

e Jo save time, deposits can now be replenished directly, bypassing the current account in the
payment terminal.

o Credit and debit operations can now be performed for current accounts using automated tellers.

» Retail customers can now activate suspended accounts via Homebank.

o For faster, more convenient service, customers no longer need to visit a branch. Homebank now
offers an opportunity to generate statements and notifications on 20-digit current accounts,
savings accounts and current card accounts in PDF format.

 An SMS notification service has been launched for current and savings accounts to inform
customers about credit and debit operations regardless of the transaction channel used.

Retail lending

As of 1 January 2020, Halyk Bank's retail loan portfolio KZT1,036 billion, up 9.4% year-on-year. The
main driver of retail lending was consumer loans, which accounted for /3% of the Bank's overall loan
portfolio. The total amount of retail loans issued during 2019 was KZT59/.3 billion.

In 2019, the Bank's share of the retail lending market was 1/.3%.

During the reporting period, the Bank introduced the following new retail lending products:

Credit lines on payment cards

The purpose of this product is to offer a flexible tool for obtaining various consumer loan products,
including online. Customers can apply at their branch once to obtain a loan and sign the necessary
documents, after which they can receive new loans in a simpler manner, including via remote
channels.

Homebank portal lending

Customers can also initiate loans via Homebank without visiting a branch of the Bank. Documents
are signed using an electronic digital signature.

Loans and deferred payment for purchases
The Bank offers consumer loans for purchases via the application of its partner, Technodom Operator.

Together with Technodom Operator, the Bank has a new offering for all its clients. Now anyone,
including new customers of the Bank, can quickly and conveniently apply for deferred payment from
any smartphone and pick up their purchase at a convenient time and place, or arrange delivery. With
this product, customers registration in the Bank's systems online using the Technodom application
and their the Homebank login.

New customers are registered using video liveness detection and scanned identity documents, which
makes it possible to verify customers online in government databases by checking their identity card
and recorded video.

Deferred payment for a period of three months can be granted with an option of setting extended
maturities (6, 12 and 24 months) during the campaigns carried out by Technodom Operator. In
addition, no issuance fee is charged on these products (loans and deferred payment for purchases).

Payment cards

As of 1 January 2020, the number of active payment cards issued by second-tier banks was 5.2
million. Halyk Bank remained the market leader with a share of 28.3%.
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In 2019, the Bank introduced the following new payment card products:

Halyk Bonus

On 1 October 2019, the new payment card Halyk Bonus was launched. It is a modern offering for
Mmaximum coverage of daily needs.

Halyk Sinooil

On 16 March 2019, the new payment card Halyk Sinooil was launched for car owners. The card
offers a 5% bonus when paying in the Sinooil network, as well as several free services related to car
maintenance, including round-the-clock online consultations with AutolLawyer.

Halyk Club

On 1 October 2019, the Bank began offering a guaranteed bonus of 1% on all purchases. After card
issuance, customers become members of Halyk Club, which includes the following:

o 1% quaranteed bonus on all purchases
o 25% maximum bonus at more than 13,000 points of sale withing the Halyk Club partner network

e 10% maximum bonus for special programmes

Other new offerings

On 21 November 2019, the Bank began delivering Halyk payment cards free of charge in the cities of
Almaty and Nur-Sultan.

On 5 December 2019, it became possible to receive an embossed card within 10 minutes at 50
branches in Almaty and Nur-Sultan.

In May 2019, the salary transfer scheme was optimised to reduce the enrolment time from two
hours to 30 minutes.

In October 2019, card issuance through the HomeBank application began.

Payroll projects

Payroll projects are one of the Bank's main strategic services. In total, the bank has around 32,000
payroll projects.

In 2019, the volume of payroll transfers (including Kazkommertsbank) rose by 6% year-on-year to
KZT4.4 trillion.

Social payments

As one of the main financial institutions that has been disbursing social payments in Kazakhstan
since 1996, Halyk Bank serves around 2.5 million pensioners and recipients of benefits. It accounts
for /0./% of social payments in Kazakhstan in terms of volume and 68.5% in terms of the number of
transactions.

Payment terminals

In 2019, Halyk Bank's payment terminal network was optimised by acquiring 290 terminals instead of
rentingthem. New services werealso introduced, includingaccepting voluntary pension contributions,
submitting applications for preliminary retail loan approval and accepting mandatory social medical
contributions. In addition, optimised services included reducing the amount of numbers that need to
be entered to replenish a card account, as well as improving the system for navigating and searching
for services.

In 2019, the total number of transactions conducted via the Bank's payment terminal network rose
by 5.3% year-on-year to 16.3 million transactions, compared with 15.5 million transactions in 2018.

Remote services for individuals

The primary goal for the Homebank portal in 2019 was to develop services and provide as wide
a range of online services as possible to reduce the number of customer visits to Bank branches.
An online customer support chat bot was introduced to answer frequently asked questions and, if
necessary, redirect a user to a contact centre manager for a detailed consultation.

Inaddition, a service was introduced to order certificates for embassies with delivery. Users can submit
an online application and their certificate is delivered to the customer within three working days.
Customers can also use such popular online services as requesting bank cards, opening deposits
and applying for loans.

With online loan applications, customers no longer need to visit a branch of the Bank, credit scores
are determined online, and customers can sign agreements using electronic digital signatures, which
are also issued via Homebank.

Another new service that was launched is rapid transfers using the mobile number for a cardholder
from any second-tier bank in Kazakhstan: the system recognises the customer and, if they are not a
Halyk Bank customer, generates a link that a cardholder of another second-tier bank can use to enter
their card number and receive the transfer.

Work also continues to add payment service providers in Homebank: as of the end of December
2019, the system offered payments using 3,/03 services, which is an increase of more than 2,500
services during the year. To make it faster to add new payment services, the Bank's Transaction
Business Centres made it possible for new service providers to register online. To improve customer
loyalty, a new option was introduced for the Bank's customers to pay service providers using the
bonus points received for transactions.

The Homebank application has been installed more than 4.1 million times in Google Play and the
App Store. The total number of Homebank users exceeds 4.2 million.

SME banking

As of 1 January 2020, the Bank had around 166,000 SME clients, including some 7,800 borrowers,
and had issued roughly 24,600 SME loans.

HAPOOHBIMI BAHK KABAXCTAHA

HALYK BANK ‘ ANNUAL REPORT 2019



45

Number of active SMEs using

Number of active SME
cash settlement service

clients in Kazakhstan

1,400,000 500,000
1,289,683
1,145,994 1241328 450,000
1,200,000 1185 163
e 1,330,244 — 400,000
1,000,000
,000, 350,000
g71497 899.968
800,000 763.898 200009
748,840 1
675,937 250.000
600,000
177,801 200,000
165,667
400,000 150000
100,000
200,000 51,149 50,869 51,652 53,114 58,i32 58i78 57,087 51,872 50 000
0 I I I I I I 0

2012 2013 2014 2015 2016 2017 2018 2019

B Number of active SMEs using cash settlement service

2010 2011

Number of active SME clients in Kazakhstan

Note: According to the Statistic Committee of the Ministry of National Economy's data for 2014, the number of individual
entrepreneurs was based on the data of the State Revenue Committee of the Ministry of Finance (excluding agriculture). The
sharp increase in 2015 was caused by the enactment of Kazakhstan's "Law on Private Entrepreneurship’, which stated that
for statistical purposes, data on SMEs could be categorised as such based on number of employees only (‘On amending
certain legislative acts of the Republic of Kazakhstan to reduce permits and optimise the control and supervisory functions

of state bodies’). The information about SMEs takes these changes into account.

Of the total number of SME clients, there were:

e 35,0600 clients using two products

o 9,700 clients using three or more products
In addition, the number of clients using more than one product was 45,300, or 2/% of all active
customers.
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*Borrowers with loans in the amount of KZT45 billion were transferred to the corporate client department; in 2018 the
total value of the portfolio was KZT539 billion.

The following trends were seen in SME lending:

* The Bank's SME loan volumes are increasing steadily, up /% year-on-year from KZT16/4.3 billion in
2018 to KZT/21 billion in 2019

 The Bank continues to work to improve the quality of its SME loan portfolio, which led to a
significant reduction in its problem SME loan portfolio (down 247% year-on-year) and an increase
iN the standard (non-problem) SME loan portfolio (up 24% year-on-year) since the start of the year

e The Bank is strengthening its position on the documentary market; the annual average portfolio
of uncovered (supported by collateral) bank guarantees issued by the Bank rose by around 12%
year-on-year from KZT14/.3 billion in 2018 to KZT53.1 billion in 2019

By region, as of 1 January 2020, the largest shares of the SME portfolio were 11.2% for Almaty region,
8.1% for Karaganda region, /7.6% for Akmola region, /.3% for Astana region and 7.0% for Shymkent

region.
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Throughout 2019, Halyk Bank played and continues to play an active role in state programmes
together with the Damu Entrepreneurship Development Fund to support business in Kazakhstan.

As part of the "Business Roadmap — 2020" programme, a total of 3,858 of projects were signed
(subsidy agreements) and the subsidised loan portfolio amounted to KZT692.16 billion. On each of
these metrics and overall, Halyk Bank consistently ranks in first place among banks that participate in

the programme.
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Another important area of cooperation with the Damu Entrepreneurship Development Fund is a
loan guarantee programme that Halyk Bank offers to private businesses. Since the programme was
launched, a total of 1,591 guarantee agreements have been signed with Halyk Bank's customers,
which accounts for 247% of the total number of guarantees (6,663) that have been issued under the
programme, placing the Bank in first place in this metric, as well. The Bank also ranks in first place in
terms of the total volume of loans guaranteed by the Damu Entrepreneurship Development Fund at
KZT23.47 billion, or 23% of the total amount of guarantees issued under this programme.

Inaddition to "Business Roadmap — 2020", Halyk Bank s involved in numerous other joint programmes
to finance private business with the Damu Entrepreneurship Development Fund.

Since April 2014, the government has allocated KZT64 billion for its programme to support SMEs
in the processing industry. Through the programme, including funds that have been reused after
repayment, the Bank has funded 5,001 projects for a total of KZT210.1 billion. Halyk Bank is among
the top three banks in terms of funds allocated and disbursed under the initiative.

In May 2016, the Bank began to help with implementing a Regional SME Financing Programme funded
by the Damu Entrepreneurship Development Fund and regional governments. As of 31 December
2019, the programme included 14 of Kazakhstan's regions (Almaty region, Aktobe region, Atyrau
region, Akmola region, Mangistau region, Kyzylorda region, Western Kazakhstan region, Kostanay
region, Northern Kazakhstan region, Zhambyl region, Eastern Kazakhstan region, Pavlodar region,
Karaganda region and Turkistan region), as well as the cities of Almaty and Nur-Sultan. The Bank has
signed 64 agreements with the fund for a total amount of KZT122.5 billion.

To date, the Bank has fully allocated the first loans under 56 of the 64 agreements under this
programme. For the remaining eight agreements totalling around KZT3.4 billion, 71% of the first
loans have already been issued and active work continues to fully allocate the funds.

As part of the programme to develop productive employment and mass entrepreneurship, as of 31
December 2019, the Bank had placed KZT10.9 billion in 14 of Kazakhstan's regions (Almaty region,
Aktobe region, Eastern Kazakhstan region, Zhambyl region, Western Kazakhstan region, Karaganda
region, Kyzylordaregion, Pavlodarregion, Turkistanregion, Kostanay region, Akmolaregion, Mangistau
region, Northern Kazakhstan region and Atyrau region), as well as the cities of Almaty, Nur-Sultan
and Shymkent. Overall, the Bank has already allocated KZT9.8 billion under this programme, placing
it second.

In 2019, the Bank continued to implement the "Nurly Zher” housing construction programme to
stimulate home construction by private builders.

In December 2018, Halyk Bank began to participate in the "Credit Mechanism for Priority Projects’
state programme. To date, the Bank has accepted applications from entrepreneurs in the amount of
KZT47.8 billion, of which the Bank has approved KZT26.8 billion.

Corporate banking

In 2019, Halyk Bank once again confirmed its position as a leader in Kazakhstan's corporate banking
sector. Each year, the bank maintains a high-quality loan portfolio. In Kazakhstan's current banking
environment, Halyk Bank enjoys significant advantages, including the largest limit on the group of

borrowers, as well as high liquidity in tenge and foreign currencies, which help it to increase its
presence in corporate lending. The Bank continues to work successfully with its major corporate
customers and is working to expand its client base.

The Bank offers quality customer service, as well as a wide range of products, services and tools
to meet customer needs. The primary indicator of its effective customer policies is the continuous
growth in the number of customers served. Their continued trust in the Bank is confirmed by the
growth of funds in customer accounts, as well as the rising number of banking products they use.
The Bank has conducted numerous customer satisfaction and loyalty surveys with its corporate
clients, who have provided positive feedback and have expressed a willingness to recommend Halyk
Bank to their business partners.

In 2019, the Bank held a number of image-building events for companies, including a business forum
for corporate and SME customers where the discussion included strategy and business development
tools for companies in Kazakhstan, promising new markets and niches, industry expertise from
market leaders and representatives of development institutions, building effective business models,
possibilities for collaboration on customer projects, as well as potential joint projects with the Bank. In
2020, the Bank plans to hold similar events for its customers as a platform to create close business ties
and partnerships among entrepreneurs and the expert community representing various economic
sectors and development institutions in Kazakhstan.

The Bank works with most major companies in Kazakhstan. Its corporate customers include quasi-
government companies, market-leading private Kazakh businesses, major companies with foreign
shareholders, as well as the most promising SMEs in various sectors of Kazakhstan's economy. The
Bank's team strives to perfect its services and processes for its more than 2,000 active corporate
clients, developing new products and improving the quality of its banking services.

The main products provided to corporate customers include lending, trade finance and documentary
operations, corporate cash settlement services, payroll projects and merchant acquiring services.
The Bank also offers the full suite of Halyk Group services, including all types of insurance, brokerage,
cash collection and other services.

In the corporate cash settlement business, the Bank continues to focus closely on developing remote
service technologies, adding new features to its online banking offering for companies. For maost
corporate clients, the features of the system have been customised to match their organisational
structures and business profiles. Cash flow management and control services are available for
groups of companies. In 2019, the Onlinebank service for corporate customers was upgraded with
convenient new features including 24/7 payments for legal entities, a counterparty due diligence
service, the ability to use QR codes to receive payments and Onlinebank invoicing, among others.

Corporate lending, which accounts for the majority of the Bank's loan portfolio, continues to occupy
a leading position in the business structure. The Bank offers its customers various types of corporate
lending products, including secured and unsecured loans, overdraft loans, loans secured by collected
proceeds, loans for financing investments and operations, etc. The Bank's target corporate clients
include large industry leaders whose creditworthiness is confirmed by leading rating agencies.
The Bank is moderately expanding its loan portfolio, adapting to the new economic environment,
maintaining the traditionally low share of non-performing loans (NPL 90+) in its portfolio, and is
working to improve the quality of its loan portfolio.
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The main objective of the Bank's corporate lending policy in 2019 was to maintain its position in this
market amid an environment of moderate economic growth. During the reporting period, the Bank
also focused on maintaining customer loyalty and reducing problem loans, as well as monitoring,
analysing and diversifying credit risks. The Bank's basic corporate lending principles and terms
remained unchanged in 2019: priority was given to corporate customers with a solid reputation,
positive credit history, stable financial condition and high solvency.

Halyk Bank remains actively involved in a state programme to support large enterprises, which is
being implemented through the Development Bank of Kazakhstan. Overall, the Bank has allocated
KZT30.9 billion, while in 2019, using resources provided by the National Fund, it financed major
manufacturers in the pharmaceutical, chemical, textile and food industries, as well as the production
of oil and gas equipment, construction materials and lubricants.

In 2019, in line with the business development plans, the Bank began to introduce a new factoring
product. In 2020, it intends to increase the volumes of the factoring business.

Overall, the corporate banking business ended 2019 with good results, implementing several major
projects to finance the metals and mining, telecommunication, retail, oil and agricultural sectors.
The Bank's high liquidity and capital reserves, as well as its ability to offer customers a wide range
of services through an extensive regional network, contributed to an increase in market share in the
corporate sector.

Changes in Halyk Bank's corporate portfolio (KZT bln)
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In 2020, the Bank intends to maintain its leading positions in the corporate segment by making the
best possible use of the experience and potential of the entire Halyk Group in the interests of its
customers.

The Bank also plans to continue its policy of developing its relationship with existing clients while further
expanding its customer base, as well as increasing their use of Halyk Group products and services,
offering a range of financial solutions and actively using the capabilities of Halyk Group. Special attention
will be paid to improving efficiency and maintaining high standards of customer service.

The Bank's key priorities in the development of its corporate business in 2020 are:

industry solutions)

Developing online services for legal entities

customers and build proactive sales

Subsidiaries

Assets of subsidiaries as of 31 December 2019

Expanding the lending product line, including sales chain financing

Expanding and improving the transactional line (settlement products, cash management and

Expanding analytical information about the market with industry breakdowns to identify potential

Name Assets, KZT billion Market share by assets, %
Halyk Bank Georgia /1.3 1.09
Halyk Finance* 47.3 25
Kazkommerts Securities* 18.6 10
Halyk Insurance Company** 1494 15
Moskommertsbank 122.2 0.024
Hakyk Life*** 176.2 40
Halyk Bank Kyrgyzstan 53.0 3.8
Halyk Leasing 6.6 n/a
Halyk Bank Tajikistan 21.5 3.3
Halyk Collection 45 n/a
Kazteleport 55 n/a
Halyk Finservice 0.5 n/a
Halyk Project 50.5 n/a
KUSA Halyk 74.8 n/a
Halyk Aktiv 458 n/a
Halyk Aktiv 1 29.3 n/a
Tenge Bank 14.8 0.1

* Market share by assets is based on organisations that manage investment portfolios

** Market share by assets is based on general insurance companies

*** Market share by assets is based on life insurance companies
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Dividends paid by the Bank's subsidiaries in 2019

Name Amount, KZT million
Halyk Finservice 80
Halyk Collection 1,936
Halyk Life 1,500
Halyk Finance 3,000
Kazkommerts Securities 1,500
Halyk Insurance Company 3,452
Halyk Bank Tajikistan 819
TOTAL 12,287
Banking

Subsidiary banks

The Bank provides banking services in Russia, Kyrgyzstan, Georgia, Tajikistan and Uzbekistan through
its subsidiaries in those countries.

Halyk Bank Georgia

Halyk Bank Georgia is a commercial bank incorporated in Georgia that focuses on corporate, SME
and retail banking. As of 31 December 2019, it had total assets of GEL530 million (KZT7/1,277 million),
a gross loan portfolio of GEL428.7 million (KZT57,652 million) and total equity of GEL123.2 million
(KZT16,570 million). In 2019, it generated net income of GEL11.27 million (KZT1,516 million).

In December 2019, Fitch Ratings increased its long-term issuer default rating for Halyk Bank Georgia
from 'BB-" to ‘BB, the outlook ‘positive’

Halyk Bank Kyrgyzstan

Halyk Bank Kyrgyzstan is a commercial bank incorporated in Kyrgyzstan that offers universal banking
services. As of 31 December 2019, it had total assets of SOM9,663 million (KZT53,048 million), which
was 367% or SOMZ2,568 million (KZT14,099 million) higher than a year earlier. Its gross loan portfolio
as of 31 December 2019 was SOM6,301 million (KZT34,594 million), up 32.8% year-on-year. Its total
equity was SOMZ2,346 million (KZT12,880 million), an increase of SOM/13 million, of which SOM600
million came from an additional capitalisation conducted in December. In 2019, it reported net
income of SOM113 million (KZT619.4 million).

In February 2019, the new branch in the city of Karakol had its grand opening. The branch worked
successfully in the 10 months of the year that it was open, exceeding its planned lending volumes.

Overall, Halyk Bank Kyrgyzstan now has four branches in Bishkek and six in major regional centres.

Moskommertsbank

Moskommertsbank is a universal bank registered in 2001 that offers a wide range of banking products
and services for corporate and retail customers, as well as financial institutions. It focuses on SME

lending, corporate banking, bank guarantees, acquiring in retail service outlets and retail banking.

As of 31 December 2019, based on audited financial statement, it had assets of RUB19,843 million
(KZT122,233 million), a gross loan portfolio of RUB10,916 million (KZT67,241 million) and total equity
of RUB3,739 million (KZT23,035 million). In 2019, it reported net income of RUB98 million (KZT580
million).

Halyk Bank Tajikistan

Halyk Bank Tajikistan is a universal bank in Tajikistan. As of 31 December 2019, it had assets of 1JS544
million (KZT21,493 million), total equity of TJS112 million (KZT4,409 million) and a gross loan portfolio
of TIS55 million (KZT2,185 million). In 2019, it reported netincome of TJS12 million (KZT482.6 million).
In 2019, Halyk Bank Tajikistan implemented new Colvir ABC, 1C and Bonita systems.

Halyk Bank Tajikistan has a significant presence in the local market in terms of cashless payments
using plastic cards with a share of around 46.8% at the end of 2019.

Tenge Bank

Tenge Bankis a universal bankin Uzbekistan. As of 31 December 2019, it had assets of UZS366.8 billion
(KZT14,783 million), total equity of UZS115.2 billion (KZT4,642 million) and a gross loan portfolio of
UZS5136.5 billion (KZT5,503 million). In 2019, it reported a net loss of UZS2.8 billion (KZT122.7 million).
Tenge Bank began its operations less than a year ago.

Insurance

Halyk Insurance Company

The Bank's subsidiary Halyk Insurance Company is a non-life insurance company that provides a
comprehensive range of insurance services to all types of legal entities and individuals in numerous
sectors.

As of 31 December 2019, Halyk Insurance Company is one of the largest general insurance companies
iNn Kazakhstan, ranking second in the country in terms of assets and fourth in terms of total equity.

At the year-end, the company’s assets totalled KZT149.4 billion for a market share of 16%. Its net
income for the year was KZT16.8 billion and net premiums amounted to KZT159.4 billion, or 19.8% of
the overall insurance market (unaudited market data without contracts of termination).

In December 2019, A.M. BEST confirmed its financial stability rating and long-term credit rating for
the company at 'B++ and its issuer credit rating at ‘bbb’, the outlook ‘stable’.

Halyk Life

Bank's subsidiary Halyk Life is a life insurance company thar offers various types of personal insurance
products, including annuity, accident and medical insurance products. It also offers a wide range
of life insurance products, including unique offerings that have their own specialised after-sales
customer service teams and specialised IT programmes.

In 2019, Halyk Life held leading positions among life insurance companies on all key financial metrics.
It had total assets of KZT1/6.2 billion for a market share of 40% and total equity of KZT129.1 billion, or
377% of the overall equity in Kazakhstan's life insurance market. During the reporting period, two new
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life insurance companies appeared on the local market. In terms of insurance premiums, Halyk Life
had a 39% share with a total volume of KZT69.7 billion. In 2019, the company reported net income
of KZT8.4 billion.

In March 2019, A.M. BEST confirmed its financial stability rating for Halyk Life at 'B+ and its issuer
credit rating at ‘bbb-', the highest ratings among life insurance companies in Kazakhstan.

Investment banking

Halyk Finance

Halyk Finance is one of Kazakhstan's leading investment houses. It provides a full range of brokerage,
asset management, investment research, consulting and underwriting services.

As of 31 December 2019, Halyk Finance had total assets of KZT4/.3 billion and total equity of KZT22.1
billion. Its net income in 2019 was KZT4.7 billion.

At the year-end, Halyk Finance's proprietary investment portfolio was KZT45.4 billion. The total
portfolio of securities for brokerage services customers had a market value of KZT1224.7 billion and
assets under management amounted to KZT260.3 billion.

In 2019, the company was once again recognised as the "Best Investment Bank in Kazakhstan” by
prominent information agencies and authoritative publications, including Global Finance, Cbonds,
EMEA Finance, Global Business Outlook and Finance Asia.

Kazkommerts Securities

Kazkommerts Securities is a leading investment bank in Kazakhstan. The company offers a wide
range of capital markets services, including brokerage, investment portfolio management, financial
consulting on the issuance and placement of securities, and investment research.

As of 31 December 2019, it had assets of KZT18.6 billion and total equity of KZT18.4 billion. In 2019,
Kazkommerts Securities reported net income of KZT2.2 billion.

As of the year-end, Kazkommerts Securities’ proprietary investment portfolio stood at KZT18.3 billion.
The total portfolio of securities for brokerage services customers had a market value of KZT100.1
billion.

In 2019, the company was once again recognised with awards from prominent information agencies
and authoritative publications, including Global Finance and International Finance Awards.

Infocommunication business

Kazteleport

Kazteleport provides a wide range of infocommunication services, including for Halyk Bank and its
subsidiaries: maintenance services for POS terminals, supply of consumables, telecommunication
and server equipment, maintenance of the Bank's self-service devices, as well as services for storage,
transmission and protection of information.

In 2019, the company built a commercial data centre in Nursultan at Ulitsa Abaya 24, received
payment card industry data security standard (PCl DSS) certification for the service of placing
customer equipment in the data centre, launched commercial operations of the Service Desk 1Q
system to provide after-sales services for the Bank's self-service devices, and received a state licence
from Kazakhstan's National Security Committee to provide the service of identifying channels for
information leakage and special tools designed to conduct internal investigations.

As of 31 December 2019, Kazteleport had total assets of KZ 15,460 million and total equity of KZ 14,092
million. Its net income in 2019 was KZT1937.6 million.

Halyk Finservice

Halyk Finservice is a subsidiary of Halyk Bank that provides technical processing support services for
processing and storing data, namely collection, processing and storage cardholder transactional data.

As of 31 December 2019, Halyk Finservice had assets of KZT521 million and total equity of KZT459
million. In 2019, it reported net income of KZT1/72.7 million.

Cash collection

Halyk Collection

Halyk Collection is the leader in the market of collection services for banknotes, coins and valuables.
It is positioned in Halyk Group as a subsidiary offering services independently while also providing
cash to the Bank's sales channels.

As of 31 December 2019, Halyk Collection had total assets of KZT14,492.9 million, total equity of
KZT3,191.2 million and charter capital of KZT406.5 million. Its net income for 2019 was KZT12,084
million.

Halyk Collection’s branch network includes a City Cash Collection division (in Almaty), 18 branches
and 36 outlets that offer collection services in regions, cities, towns and smaller settlements
throughout Kazakhstan. The company uses equipment that complies with modern requirements. All
of its vehicles are fully armoured and their movement is tracked via a GPS monitoring system. Halyk
Collection’s operations are covered by risk reinsurance on the Lloyd's insurance market with best-in-
class insurance organisations that have financial stability ratings of at least 'AA-"

Distressed asset management organisations and other companies

The main purpose of these companies is to improve the Bank's loan portfolio by acquiring doubtful
and bad assets using borrowed funds, applying quality asset management principles to rehabilitate
them with minimal credit losses for Halyk Group, and then successfully selling the assets to fully
repay the companies’ obligations to the Bank.

As of 31 December 2019, the total assets of Halyk Group's distressed asset management organisations
amounted to KZT201.9 billion.

HAPOOHBIMI BAHK KABAXCTAHA

HALYK BANK ‘ ANNUAL REPORT 2019



50

Halyk Project
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