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AO «Kasaxcranckas (onnosas oupxa»

Bo ncnonnenne n/m 7 Tab. 6 np.4.1 JIACTHHIOBBIX NpaBul, yTBEPAICHHEIX penreHneM CoBera
mupekTopoB AO «Kasaxcranckas Gpongosas 6upixka» (npotokon ot 27 anpens 2017 roxa Ne 15)
AO «Halyk Finance» (mamee — OGmectBo) noBoaut 10 cBeneHns AQ «KaszaxcraHckas
(onnoBas Gupskay, a TakKe BCEX 3aHHTEPECOBAHHBIX JIHII CJIEAYIOIIYIO HHPOPMALHIO:

Me:xaynapoznoe pefitunrosoe arentctso Fitch Ratings moarsepsmio paree mpucroertbie AQ
«Halyk Finance» nonrocpodssle peHTHHrH nedonTa SMHTEHTa («PI1D») B mHOCTpaHHON H
HallHOHANBHOH BaioTe Ha yposHe «BB», u mepecmorpeno mporsos co «CraGuibHbLi» Ha
«IlosuruBHBIi». ArentctBo Fitch Ratings Ttaxxe noarsepmmmo kparkocpousnsie PID AO
«Halyk Finance» B uHOCTpanHOH W HauMOHANBHON BamoTe Ha ypoeHe «B» m peHTHHT
MOIEPIKKH Ha YPOBHE «3».

IIpecc-penns arentctsa Fitch Ratings ot 02 asrycra 2018 roma npuaraercs..

C yBaxkeHuem,

Unen IlpaBnenus — 3aMeCTHTEE

npencenarens [IpapneHus OxoHoB @.P.

Hen. AnuGaes Hypeynran
Ten. +7(727) 357 31 77, BH..3326
Email: n.alibayev@halykfinance kz
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F itchRatings

Fitch Revises Halyk's Outlook to Positive: Withdraws KKB's
Ratings on Merger Completion

Fitch Ratings-Moscow/London-02 August 2018: Fitch Ratings has revised the
Outlook on Halyk Bank of Kazakhstan's Long-Term Issuer Default Ratings (IDRs)
to Positive from Stable and affirmed the IDRs at 'BB'. Fitch has also upgraded
Kazkommertsbank's (KKB) Long-Term IDRs to 'BB' from 'BB-', removed them from
Rating Watch Positive (RWP) and simultaneously withdrawn KKB's ratings.

A full list of rating actions is at the end of this commentary.

KEY RATING DRIVERS

KKB

The rating actions follow the completion of the effective merger of KKB into Halyk
via the transfer of all of KKB's property, rights and obligations to Halyk. Fitch
upgraded KKB's Long-Term IDRs to 'BB' with a Positive Outlook to align them with
Halyk and capture its view of risks to KKB's creditors at the moment of the transfer
of the bank's liabilities to Halyk. KKB's ratings have been simultaneously
withdrawn, as it is to be liquidated, and accordingly Fitch will no longer provide
ratings or analytical coverage for KKB.

The upgrade of KKB's VR to 'b+' prior to withdrawal reflects Fitch's assessment of
the bank's standalone profile prior to the merger. The upgrade was driven by a
moderation of pressure on the bank's capital driven by its improved performance
and stabilised asset quality as a result of better provisioning of impaired loans. The
VR also captured KKB's strong liquidity position and high capital ratios.

HALYK

Halyk's IDRs are driven by its intrinsic strength, as expressed by its VR. The
ratings continue to capture its dominant market shares and significant pricing
power as by far the largest deposit-taker in the country, its reasonable risk appetite
and management, exceptionally strong performance and solid capital and liquidity
buffers. On the negative side, the ratings reflect a still high amount of legacy
problem loans and a cyclical and structurally weak local operating environment.
Halyk has consolidated KKB since its acquisition in July 2017, and so the merger
will not meaningfully impact the former's consolidated accounts.

The revision of the Outlook on Halyk's IDRs to Positive reflects Fitch's expectation
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that the ratio of unreserved impaired loans to Fitch Core Capital (FCC) will
gradually reduce as a result of further capital build-up driven by strong profit
retention, only moderate loan growth, some foreclosures and recoveries resulting
from collateral sales and moderate additional provisioning.

At end-1Q18, Halyk's impaired loans (defined as stage 3 loans under IFRS 9) were
a high 21% of gross loans and 45% covered with loan impairment reserves (LIRs).
However, this is due to the fact that Halyk consolidates KKB's problem loans on a
net basis in accordance with IFRS 3. Fitch estimates that if these had been booked
on a gross basis, Halyk's impaired loans would have been equal to 35% of gross
loans. However, coverage by LIRs would have been a more solid 74%, and Fitch
believes any additional impairment losses should be limited, given the availability
of hard collateral for most impaired loans. At end-1Q18, impaired loans net of LIRs
equaled a moderate 44% of FCC. Stage 2 loans under IFRS 9 and non-core
assets (mostly foreclosed properties) equaled a further 19% and 17% of FCC,
respectively.

We believe that these metrics reasonably capture Halyk's problem assets, and
other asset quality risks are moderate. This view is based on (i) the reasonable
quality of Halyk's largest corporate borrowers, most of which are either leading
local corporates or their subcontractors or affiliates; (ii) only moderate low single-
digit origination of impaired loans (adjusted for write-offs) in the past few years; and
(i) a high proportion of low-risk assets (mostly investment-grade rated bonds and
cash/bank placements), equal to over 50% of Halyk's total assets at end-1Q18.

Halyk's loss absorption capacity is substantial. Annualised recurring pre-
impairment profit in 1Q18 was equal to 7% of gross loans or 50% of the
unreserved impaired loans. Earnings are supported by wide margins and strong
operating efficiency. Pressure on Halyk's performance from the consolidation of
KKB was only moderate, because of KKB's smaller size and its improved balance
street structure prior to acquisition. Halyk's bottom line is likely to stay primarily
sensitive to loan impairment charges, although based on 1Q18 performance, Fitch
believes that the bank is on track to post a strong ROAE of above 25% in 2018.

Halyk is reasonably capitalised, as expressed by its FCC ratio of 17.3% at end-
1Q18. We estimate that Halyk's capital buffer is sufficient for the bank to increase
LIR coverage of impaired and restructured loans to 100% and still maintain a 9%
FCC ratio. Capital ratios are likely to stay high over the medium term due to
healthy profit retention and only moderate loan growth (probably high single-digit in
both retail and corporate lending).

Funding and liquidity is a rating strength. At end-1Q18, Halyk was 77% customer-
funded. Despite significant funding concentrations (Halyk's 10 largest customers
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accounted for 25% of end-1Q18 total liabilities), Halyk's funding stability benefits
from its solid domestic franchise. Following the contractual repayment of KKB's
USD300 million Eurobond issue is May 2018, wholesale funding repayments for
the remainder of 2018 are very limited. Halyk's large liquidity buffer covered a
substantial 57% of total liabilities at end-1Q18.

JSC HALYK FINANCE

JSC Halyk Finance's (HF's) 'BB' Long-Term IDRs are equalised with the ratings of
its parent as Fitch considers HF a core subsidiary of Halyk. The revision of the
Outlook on HF to Positive mirrors the rating action on the parent. Fitch believes
that Halyk would have a high propensity to support HF given full ownership,
significant integration between the parent and subsidiary, common branding, and
significant negative reputational implications for Halyk in case of a subsidiary
default. HF's moderate size (below 0.5% of Halyk's total assets at end-1Q18) and
its healthy balance sheet limit the cost of any potential support.

SUPPORT RATINGS (SR) AND SUPPORT RATING FLOOR (SRF)

The affirmation of Halyk's SR at '4' and SRF at 'B' reflects Fitch's view of a
moderate probability of state support. This considers positively Halyk's
exceptionally high systemic importance, as expressed by its dominant market
shares (35% of sector deposits) and strong government relations. However, the
SRF remains constrained by Kazakhstan's mixed track record of support for
systemically important banks.

SENIOR UNSECURED DEBT RATINGS

The senior unsecured debt ratings are aligned with Halyk's Long-Term IDRs,
reflecting Fitch's view of average recovery expectations in case of default. KKB's
senior unsecured debt ratings have been upgraded to the level of Halyk and the
obligations to service these debt issues have been transferred to Halyk. The long-
and short-term debt ratings of KKB's programme are withdrawn, as no new issues
under the programme are planned.

RATING SENSITIVITIES

Fitch may upgrade Halyk by one notch to 'BB+' if the amount of net problem assets
relative to capital significantly decreases. An extended track record of strong
performance and maintenance of a large liquidity buffer would also support an
upgrade. Conversely, if Halyk is unable to gradually absorb the remaining
unreserved impaired loans, or renewed asset quality deterioration emerges and
erodes Halyk's profitability, then the ratings may stabilise at their current levels.

HF's ratings are likely to move in tandem with the parent. Evidence of a weaker
support stance, for example if Halyk decides to sell HF, although this is not
expected by Fitch, may result in HF's downgrade.
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The rating actions are as follows:

Halyk Bank of Kazakhstan

Long-Term Foreign- and Local-Currency IDRs: affirmed at 'BB": Qutlook revised to
Positive from Stable

Short-Term Foreign- and Local-Currency IDRs: affirmed at 'B'

Viability Rating: affirmed at 'bb'

Support Rating: affirmed at '4'

Support Rating Floor: affirmed at 'B'

Senior unsecured debt: affirmed at 'BB'

Kazkommertsbank

Long-Term Foreign- and Local-Currency IDRs: upgraded to 'BB' from 'BB-"
removed from RWP; Outlook Positive; withdrawn

Short-Term Foreign- and Local-Currency IDRs: affirmed at 'B' and withdrawn
Viability Rating: upgraded to 'b+' from 'b' and withdrawn

Support Rating: affirmed at '3' and withdrawn

Support Rating Floor: affirmed at 'B' and withdrawn

Senior unsecured debt of Kazkommertsbank:

Debt Issues' Long-Term Ratings: upgraded to 'BB' from 'BB-": removed from RWP
Programme Long-Term Rating: upgraded to 'BB' from 'BB-': removed from RWP:
withdrawn

Programme Short-Term Rating: affirmed at 'B' and withdrawn

JSC Halyk Finance

Long-Term Foreign- and Local-Currency IDRs: affirmed at 'BB', Outlook revised to
Positive from Stable

Short-Term Foreign- and Local-Currency IDRs: affirmed at 'B'

Support Rating: affirmed at '3’

Contact:

Primary Analyst
Dmitri Vasiliev
Director

+7 495 956 5576
Fitch Ratings CIS Ltd
26 Valovaya Street
Moscow 115054

Secondary Analysts
Artem Beketov (Halyk, KKB)
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Associate Director
+7 495 956 9932

Pavel Kaptel (HF)
Analyst
+7 495 956 9901

Committee Chairperson
Olga Ignatieva

Senior Director

+7 495 956 6906

Media Relations: Julia Belskaya von Tell, Moscow, Tel: +7 495 956 9908, Email:
julia.belskayavontell@fitchratings.com

Peter Fitzpatrick, London, Tel: +44 20 3530 1103, Email:
peter.fitzpatrick@fitchratings.com

Additional information is available on www.fitchratings.com
Applicable Criteria

Bank Rating Criteria (pub. 22 Jun 2018)
(https://www.fitchratings.com/site/re/10034713)

Non-Bank Financial Institutions Rating Criteria (pub. 22 Jun 2018)
(https://www.fitchratings.com/site/re/10034715)

Additional Disclosures

Dodd-Frank Rating Information Disclosure Form
(https://Iwww.fitchratings.com/site/dodd-frank-disclosure/10040289)
Solicitation Status (https://www.fitchratings.com/site/pr/10040289#solicitation)
Endorsement Policy (https://www.fitchratings.com/regulatory)

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY
FOLLOWING THIS LINK:
HTTPS://WWW.FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN
ADDITION, RATING DEFINITIONS AND THE TERMS OF USE OF SUCH
RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEB SITE AT
WWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND
METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S
CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST,
AFFILIATE FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND
PROCEDURES ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT
SECTION OF THIS SITE. DIRECTORS AND SHAREHOLDERS RELEVANT
INTERESTS ARE AVAILABLE AT
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HTTPS://WWW.FITCHRATINGS.COM/SITE/REGULATORY. FITCH MAY HAVE

PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR
ITS RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR RATINGS
FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY
CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE
FITCH WEBSITE.

Copyright © 2018 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33
Whitehall Street, NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500. Fax:
(212) 480-4435. Reproduction or retransmission in whole or in part is prohibited
except by permission. All rights reserved. In issuing and maintaining its ratings and
in making other reports (including forecast information), Fitch relies on factual
information it receives from issuers and underwriters and from other sources Fitch
believes to be credible. Fitch conducts a reasonable investigation of the factual
information relied upon by it in accordance with its ratings methodology, and
obtains reasonable verification of that information from independent sources, to the
extent such sources are available for a given security or in a given jurisdiction. The
manner of Fitch's factual investigation and the scope of the third-party verification it
obtains will vary depending on the nature of the rated security and its issuer, the
requirements and practices in the jurisdiction in which the rated security is offered
and sold and/or the issuer is located, the availability and nature of relevant public
information, access to the management of the issuer and its advisers, the
availability of pre-existing third-party verifications such as audit reports, agreed-
upon procedures letters, appraisals, actuarial reports, engineering reports, legal
opinions and other reports provided by third parties, the availability of independent
and competent third- party verification sources with respect to the particular
security or in the particular jurisdiction of the issuer, and a variety of other factors.
Users of Fitch's ratings and reports should understand that neither an enhanced
factual investigation nor any third-party verification can ensure that all of the
information Fitch relies on in connection with a rating or a report will be accurate
and complete. Ultimately, the issuer and its advisers are responsible for the
accuracy of the information they provide to Fitch and to the market in offering
documents and other reports. In issuing its ratings and its reports, Fitch must rely
on the work of experts, including independent auditors with respect to financial
statements and attorneys with respect to legal and tax matters. Further, ratings and
forecasts of financial and other information are inherently forward-looking and
embody assumptions and predictions about future events that by their nature
cannot be verified as facts. As a result, despite any verification of current facts,
ratings and forecasts can be affected by future events or conditions that were not
anticipated at the time a rating or forecast was issued or affirmed.

The information in this report is provided "as is" without any representation or
warranty of any kind, and Fitch does not represent or warrant that the report or any
of its contents will meet any of the requirements of a recipient of the report. A Fitch
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rating is an opinion as to the creditworthiness of a security. This opinion and
reports made by Fitch are based on established criteria and methodologies that
Fitch is continuously evaluating and updating. Therefore, ratings and reports are
the collective work product of Fitch and no individual, or group of individuals, is
solely responsible for a rating or a report. The rating does not address the risk of
loss due to risks other than credit risk, unless such risk is specifically mentioned.
Fitch is not engaged in the offer or sale of any security. All Fitch reports have
shared authorship. Individuals identified in a Fitch report were involved in, but are
not solely responsible for, the opinions stated therein. The individuals are named
for contact purposes only. A report providing a Fitch rating is neither a prospectus
nor a substitute for the information assembled, verified and presented to investors
by the issuer and its agents in connection with the sale of the securities. Ratings
may be changed or withdrawn at any time for any reason in the sole discretion of
Fitch. Fitch does not provide investment advice of any sort. Ratings are not a
recommendation to buy, sell, or hold any security. Ratings do not comment on the
adequacy of market price, the suitability of any security for a particular investor, or
the tax-exempt nature or taxability of payments made in respect to any security.
Fitch receives fees from issuers, insurers, guarantors, other obligors, and
underwriters for rating securities. Such fees generally vary from US$1,000 to
US$750,000 (or the applicable currency equivalent) per issue. In certain cases,
Fitch will rate all or a number of issues issued by a particular issuer, or insured or
guaranteed by a particular insurer or guarantor, for a single annual fee. Such fees
are expected to vary from US$10,000 to US$1,500,000 (or the applicable currency
equivalent). The assignment, publication, or dissemination of a rating by Fitch shall
not constitute a consent by Fitch to use its name as an expert in connection with
any registration statement filed under the United States securities laws, the
Financial Services and Markets Act of 2000 of the United Kingdom, or the
securities laws of any particular jurisdiction. Due to the relative efficiency of
electronic publishing and distribution, Fitch research may be available to electronic
subscribers up to three days earlier than to print subscribers.

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd
holds an Australian financial services license (AFS license no. 337123) which
authorizes it to provide credit ratings to wholesale clients only. Credit ratings
information published by Fitch is not intended to be used by persons who are retail
clients within the meaning of the Corporations Act 2001

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission
as a Nationally Recognized Statistical Rating Organization (the "NRSRQ"). While
certain of the NRSRO's credit rating subsidiaries are listed on Item 3 of Form
NRSRO and as such are authorized to issue credit ratings on behalf of the NRSRO
(see https://www.fitchratings.com/site/regulatory), other credit rating subsidiaries
are not listed on Form NRSRO (the "non-NRSROs") and therefore credit ratings
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issued by those subsidiaries are not issued on behalf of the NRSRO. However,
non-NRSRO personnel may participate in determining credit ratings issued by or
on behalf of the NRSRO.

SOLICITATION STATUS

The ratings above were solicited and assigned or maintained at the request of the
rated entity/issuer or a related third party. Any exceptions follow below.

Fitch Updates Terms of Use & Privacy Policy

We have updated our Terms of Use and Privacy Policies which cover all of Fitch
Group’s websites. Learn more (https://www.thefitchgroup.com/site/policies).

Endorsement Policy

Fitch's approach to ratings endorsement so that ratings produced outside the EU
may be used by regulated entities within the EU for regulatory purposes, pursuant
to the terms of the EU Regulation with respect to credit rating agencies, can be
found on the EU Regulatory Disclosures (https://www.fitchratings.com/regulatory)
page. The endorsement status of all International ratings is provided within the
entity summary page for each rated entity and in the transaction detail pages for all
structured finance transactions on the Fitch website. These disclosures are
updated on a daily basis.
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