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Abstract: Financial technology is rapidly developing area in the world. Developed countries are aware ofits
potential trying their best to catch the pace ofchanges in this area. Country governments are trying to support
their domestic developers. Regulators are trying to adapt to the rapid character ofthe industry. Kazakhstan's
government is also investing time and resources to catch the wave. Unfortunately, Kazakhstan is losing its
domestic, fintech developers. Part o fthe developers seeks better conditionsfor product development and other
part better markets to monetise technologies. Researchfocuses on main problems developers and specialists
infinance area encounter and count as impediments in developingfinancial technologies development. Survey
was made to define most critical problems and analysed along with currentfinancial market condition.
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UA3ALICTAHHDBIL, LUAPXbl TEXHONOITMANAPDLI )KXOHE LAPXXblI HAPbIT bl

AugaTna: Lap>Kbiibly, TexHonorusanap - anemfgeri ey uapbilTbl LafjavMMeH fgamygarbl cana. byn
TexHonormsnapably aneyeTiHeH xabapgap AambiraH engep, ocbl canajarb! B3repicTepre Lo >KeTKidy YWiH
6ap Kyw TepiMeH elbek eTyge. YKIMET B3fepiHil, aTanMbll canagarbl XXeprifikTi mamaHgapbliH Longayra
ThipbiCbin b6aryga. PeTTeyiwTep canaHbll >Kblngam cunaTbiHa 6ellimgeny ycTiHae. LlasaucTaH yKimeTi
OCbl TONUbIHALI BTKI3iN aAMay yLWiH yaublT NeH pecypcTapbiH MHBECTULMANAYTra 3peKeT >Kacan >KaTbIp.
OkiHilke opait, LlasaucTaH oTaHAablL Lap>Kbl TexHonoruanap 6argapnamalibinapbiH >korantyga. Kelibipi
BHIMHIL, JamyblHa TLMAI >Kargainapgbl isgece, 6acuanapbl TEXHONOTUAHbI MOHeTuW3auusnay YWiH el
Lonainbl HapbIL Tl i34eiai. 3epTTey Lap>Kbl TEXHONOIUANApbl canacblHbIL AaMy YpAiciHAeri Kegeprinep MeH
Lap>Kbl TeXHONOrusAnap canacblHbil, MamMmaHAapbIHbIL, OCbl canaja KesikTipreH npobnemanapgel capanTayra
barbiTTanraH. OcbiraH opail aBTop el Maubi3fbl M3cenenepsi aHbllTaid 0Tbipbin, Lap>Kbl HAPbIrbIHbIL
arbimMfarbl >KargaibIMeH ylwTacThlpa Tangagbl.

TYMHdi cB3gep: uap>Kbifbly, TexHonorus, 6aHk, Lap>Kbl Hapbirbl, LlasaucTaH, KpuTukanbil hakTopnap

OUHTEX M PUUHAHCOBbIV PbIHOK KA3AXCTAHA

AHHOTaumMsa: duHAHCOBbIE TEXHONOMMK ABAAITCA ObICTPO passnBarLLeiica 061acTbhio B Mupe. PasBuTble
CTpaHbl OCO3HAT €ro noTeHuMan, cTapascb W30 BCEX CWUN YNOBUTb W3MEHEHWs B 3TOW o0b6nacTw.
MpaBuTenbCTBa CTPaH MbiTAlOTCSH NOAAEP>KATb CBOMX OTEYeCTBEHHbIX pa3paboTunkos. PerynaTopsl
MbiTalTCA afanTupoBaThCA K ObICTPOMY xapakTepy oTpacnn. NpasuTenscTBO KasaxcTaHa Takke
BKNafblBaeT BpeMS W pecypcbl, 4TO06bl noiimaTb BomHY. K codkaneHuo, KasaxcTaH TepseT CBOMX
0TeYeCTBeHHbIX, (PUHTEX pa3paboTunKoB. YacTb pa3paboTuUMKOB ULLET NyyLuve YCNOBUA Ans pa3paboTKu
NPOAyKTa, a Apyras 4YacTb - yyllue pbIHKW 418 MOHeTM3auun TexHonorwid. Miccnegosanune hoKycMpoBaHo
Ha OCHOBHbIX NPo6iemMax, ¢ KOTOPbIMU CTalKMBalTCA pas3paboTUMKn 1 cneymanmcTbl B 06f1acTH PUHAHCOB
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W KOTOpble NPensiTCTBYIOT PasBUTUIO (DUHAHCOBLIX TEXHONOruii. Onpoc 6bin cAenaH Ans onpefeneHus
Hanbonee KpUTUYECKMX NPOGNEM M NPOaHaIM3NPOBaH HapsiAy C TEKYLUM COCTOSIHNEM (DUHAHCOBOTO PbIHKA.

Kntouesble cnosa: dmHTeX, 6aHKM, (OMHAHCOBBI PbIHOK, KasaxcTaH, KpuTuyeckne pakTopsl

INTRODUCTION

Just couple of decades ago financial sector
lacked of opportunities which it has now. Clients
were desperate to wait in queues in order to pay
theirutilities, get assurance letters from banks, get
reports on their accounts. Today technology made
these problems disappear. Using Technology
today, one can access bank from suburb areas
and make bank transaction on his account and
even get loan. Pioneers in technology like Japan
implementing the technologies based on artificial
intelligence for excluding the risks related
to human factor. Economists understand the
importance of developing financial technologies
and countries actively participating in a race
for intellectual findings in this field. [8] Can
Kazakhstan maintain same pace? Kazakhstan
made some steps to pursue trend in fintech, but
is it enough? Can Kazakhstan’s market offer all
conditions to support the domestic developers to
succeed in this race?

LITERATURE REVIEW

Fintech development and global

experience

Fintech is defined as “Computer programs
and other technology used to support or enable
banking and financial services”. Origin-Early
21st century: abbreviation of financial technology.
[10] Fintech after its long evolution starting from
1987 till today become unavoidable phenomenon
in financial world. From its early start fintech
used to be supporting tool for banking operations.
Initially as separate programs, and after, used for
communicating suppliers and users of financial
services worldwide. But, with reveal of blockchain
technology fintech entered the “democratization
of access to finances” phase. [6] Today, fintech is
able to form financial infrastructure, which is able
to both compete and cooperate with conventional
financial institutions. As trend in fintech supported
and pursued globally, fintech nowadays, not
only the emerging technology, but also potential

competitive advantage, prize that is daring national
economy and waiting for its owner. [3]

Fintech found its application in areas like
digital and mobile payments, cryptocurrency,
tokens, capital and investing markets, banking
and enterprise financial management, big data
analysis and use, crowdfunding, P2P lending,
private finance and blockchain. [5] Furthermore,
besides developers, regulators also trying to
hedge the risks associated with new technology
by providing regulations like “European
commission action plan” [7]

Kazakhstan’s financial market

Kazakhstan’s financial market consist of
submarkets like -money market, deposit market,
credit market, currency market, securities market,
pension market, insurance market. Kazakhstan’s
economy till 2007-2009 experienced decade of
rapid growth based on export of natural resources
whichresulted in high returnsto consolidated state
budget, increase in gold reserves, and increase
of National fund accumulation. Reflexions in
economy were - decrease in unemployment
level, rapid increase in average salary despite
comparatively low efficiency in labour markets.
Second wave of positive changes in finance
sector was banking sector, which gained access
to cheap international financial markets and as
a result by 2009 increased total value of loans
50 times comparing to 1999 figures. But surplus
of funds caused unappropriated evaluation of
quality ofloans that made Kazakhstan’s economy
sensible to changes in global financial markets.
Global financial crisis started to be felt in 2007
and fortunately accumulated funds from exports
worked as safety bags at that time.

Next decade starting from 2009, resulted in
turbulence in banking sector, which were on the
contrary adjusted by government interventions- like
guaranteeing the certain amount of deposit levels
to customers and additional investments to rescue
banks with weak and faulty financial position.
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Government showed active support not only in
supply of financing, but also organized anti-crisis
and post-crisis activities to support real estate sector.
Aims of those programs were to provide citizens
with new accommodation at low rates and prices.
Thus, government forced the demand for houses
and consequently it lead to increase in demand for
loans. Government also established funds which
were targeting agriculture sector and start-ups with
innovative type of business and also firms in other
industries. On the contrary, devaluation of currency
in 2015 dramatically decreased purchasing power
of citizens and Governments new programs
offering accommodation by 7.5 percent instead
of previous 12.5 percent are not giving expected
results. During last decade government stayed
exceptionally active in intervening in both currency
support and organizing big projects which intended
to pour finance to Kazakhstan’s financial market,
but unfortunately financial system is not achieving
multiplicative effect because of lack in work of
legislative regulators and also control over full
route of flow offinances. Finance hardly reaches its
initially intended targets and hardly passes through
intermediaries. [4]

Kazakhstan’s fund market consists of
officially registered 2347 corporations. Among
them, only 85 listed and only 4 percent private
companies. According to the sectoral structure,
the stock market is predominantly represented
by energy companies from the quasi-state sector
and financial organizations. At the same time, in
Kazakhstan there are 2981 registered companies
in the “industry” sector, including from the mining
and processing sector, ofwhich only 63 exist in the
form ofjoint-stock companies [1], [4] [9]

Government initiated projects in

Digitalizing program

Government stays active and signs contracts
to get information technologies and experience of
regulationoffintechfromcountrieslikeKorea,Japan,
Singapore, Belarus and UK. [18] Kazakhstan’s
government signed cooperation memorandum
with “Belarus Association of blockchain” at
TIBO-2018 International ~ Telecommunication
conference with the perspective to get experience
in regulation and technology development. [17]
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However, Kazakhstan is left behind in regulating
Cryptocurrency market and cryptocurrency
tools comparing to Belarus and therefore loses
fintech startup which continuously immigrate to
Innovative Technologies Park in Belarus. [19] In
addition, National Bank developed and started
online platform for investors who wish to buy
notes of National Bank with 8.2 percent return.
The application named “Invest online”, which is
totally based on blockchain technology is available
on Google play and offers also its own e- currency.
Moreover, National Bank initiated a project named
Open API, where Banks give access to fintech
companies in order to develop new banking
products and services. Project-law is aimed to give
banks opportunity to open access of their database,
but not obligation. In turn, Minister of Finance of
Kazakhstan, Bakhyt Sultanov announced a project
which enables Administration of VAT based on
blockchain technologies. He estimates 1.5 trillion
extra additions to budget on behalf of this project.
[20]

RESEARCH METHODOLOGY

Analysing financial market ofthe Kazakhstan
and adopting fintech. Give recommendations
to problems of the fintech industry. Financial
system of Kazakhstan, fintech industry. In this
research paper author references to domestic
and foreign publications, statistical data, survey
among specialists in finance area. Synthesis was
made using induction and deduction theory of
research methodology.

RESEARCH FINDINGS AND
DISCUSSION

Kazakhstan’s digitalization of financial

market
Main development in fintech area: artificial
intelligence, deductive analytics, machine

learning, big data. Main products communication
between banks and within banks, loans, scoring,
marketplace, investing. [5]

Loan to firms and individuals shifts slightly
to online loan offering fintech startups, like
“Credit 24”, “ID Finance”, “Silk way venture”.
Online lenders state dramatic increase in their
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portfolio volume, but conversely, share of the
online loans is only 4 percent from total volume
borrowed in Kazakhstan. [15] [16]

Olzhas Kundykbaev, CEO of online
platform that aims to digitalize contracts and
filing “Podpishi. Online” states fivefold increase
in client base from establishment of his company,
and it is just one example of successful starts of
fintech startups in Kazakhstan. [11]

In spite of “Cinderella stories” in fintech
industry, specialists bothered with unsystematic
uncertainty sourced from regulators. For example,
although, ID Finance stays one of the leaders in
fintech development with projects on biometric
service, psychometric scoring in banking,
transactional scoring, Open data and Big Data,
CEO of ID Finance assures that after successful
initiation of online loan offering startup, National
Bank tried to aggressively regulate the area and
as a result built limitations that turned out serious
obstacles for the company. [12] ,[13] ,[14]

Survey

Survey consists of questionaries’ aimed to
identify factors that are critical in developing
the fintech area. Specialist that work in financial
technologies and finance sphere were asked to
choose among possible impediments from their
point of view mostly effect negatively and block
fintech industry from free development. Total
number of respondents is 67, including founders
of fintech companies, managers, specialists

from financial institutions, banks and investing
companies.

As main problems of financial technologies
area were presented following factors:

Unattractive market for foreign direct
investment, failures in regulation of industry,
and low purchasing power of the market, non-
targeted tax system for fintech companies, high
geopolitical risks, currency risks and weak
cybersecurity, biased approach to bigger players
in fintech startups, hard to attract capital for
startups, security of intellectual rights, lack of
perfectly competitive zone for startups (Figurel).

As a result of my survey we defined three
important critical factors that will be base for
developments in fintech industry:

1 Insufficient market

2. Improper regulation

3. Lack of organized and fair competitive
market

Kazakhstan gained its independence and
couldn’t succeed in economic security yet
and financial market faults in Kazakhstan
are the main obstacles before this goal. [2]
Technologic Developments in fintech appear
as a long awaited rescuer of the situation.
However, fintech industry players waiting for
satisfying changes in regulation of industry and
look forward to see more economic freedom
here like in Dubai, Singapore and South Korea.
[5] Result of this research reveals regulation,
control, organized, fair competitive market

Figure 1- CSF in development ofFintech area
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and insufficient market as critical barriers for
fintech development in Kazakhstan. Despite
Governments tremendous efforts and projects
to enhance country’s economy, Kazakhstan’s
market still stays weak and unattractive even
for domestic fintech suppliers. [5] Lack of
proper regulation, control and organized,
fair competitive market led to the fact that
Kazakhstan left with self-insufficient market
and fintech isjust a fresh look that came across
and reminded our old problems.

CONCLUSION AND

RECOMMENDATIONS

To conclude, economics planners and
managers should revise importance of regulating
and controlling function of industries. In turn,
regulators should maintain Iterative approach
in controlling the fintech industry. They should
first give freedom to operate and then legalize the

comfortable path pioneers used to gain their niche
inamarket. Thusyou exploitfintech early comers
to show you best possible way to develop the
area. On the contrary, while you try to regulate
the industry, fintech start-ups just may leave to
other places with better conditions Kazakhstan
should stay active in opening of digital hubs
or zones where potential investors: business
angels, venture funds, private and corporate
investors will choose attractive projects there.
Main branches in fintech will be securities
market and technologies in monitoring and
controlling from government, payment system,
e commerce, online loans. [5] Banks should
be first movers after benefits of financial
technologies in near perspective. Government
and customers can benefit from efficiency and
transparency of financial technologies which
eventually can be transferred to other branches
and industries [8]
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