


Key events  
 
• In March 2007 Halyk Bank (the “Bank”) successfully completed a post-IPO issue of 9,432,877 common shares. 
 
• On 18 April 2007 the Bank’s special purpose vehicle subsidiary, HSBK (Europe) B.V raised a syndicated loan facility 

for a principal amount of USD 400 million with a two-year tenor with an extension option for one year from a 
syndicate of international banks. The benchmark loan bears a margin of 30 bps over LIBOR for the first two years 
with a step-up to 70 bps for the third year. 

 
• On 23 April 2007 the Annual General Shareholders Meeting of the Bank resolved to increase the number of 

members of the Board of Directors and to elect Mr. Christof Ruehl and Sir Gavyn Arthur as new independent non-
executive directors. 

 
• At the Annual General Meeting held on 23 April 2007 shareholders approved a dividend of KZT2.50 per common 

share, totalling approximately KZT 2,450 million, and KZT15.04 per preferred share, totalling KZT1,578 million. 
 
• On 3 May 2007 the Bank’s special purpose vehicle subsidiary, HSBK (Europe) B.V., successfully placed 10-year 

Eurobonds for the principal amount of USD 700 million fully guaranteed by the Bank priced at 220 bps over mid-
swaps. 

 
• On 4 May 2007 Moody’s confirmed the BFSR (Bank Financial Strength Rating) for the Bank at D corresponding to 

a Baseline Risk Assessment of Ba2. 
 
• On 9 June 2007 the Bank was nominated the Best Retail Bank in Central Asia by Asian Banker. 
 
• On 10 July 2007 Mr. Vasiliy Simachev, Deputy Chairman of the Bank resigned due to personal reasons.  
 
• On 1 September 2007 Mr. Askar Smagulov was appointed as a Deputy Chairman, member of the Management 

Board of the Bank, after working as Head of Treasury of the Bank since 2005. Mr. Smagulov holds an MBA degree 
from Rochester University, USA. He previously held a number of positions in treasury at ABN AMRO Bank 
Kazakhstan.  

 
• On 17 September 2007 Mr. Kozhamurat Uskimbayev was appointed as a Deputy Chairman, member of the 

Management Board of the Bank. Mr. Uskimbayev worked as Vice-Minister of the Ministry of Internal Affairs for the 
Republic of Kazakhstan.  

 
• On 20 September 2007 the Bank’s special purpose vehicle subsidiary, HSBK (Europe) B.V., signed a new 

syndicated term loan facility for the principal amount of USD 300 million with a 3-year tenor. The loan bears the 
margin of 40 bps over the LIBOR.  

 
• On 1 October 2007 Mr. Kadyrzhan Damitov, independent non-executive Director of the Bank, resigned due to his 

appointment as the Chairman of the social enterprise corporation “Ertys”.  
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Operating and Financial Review 
 
Halyk Bank is one of Kazakhstan’s leading diversified financial services groups, with the largest customer base and 
distribution network in Kazakhstan. The Bank is developing as a universal financial services group offering a broad 
range of services (banking, pensions, insurance, leasing, brokerage and asset management) to its retail, small and 
medium enterprises (“SME”) and corporate customers.  
  
As at 30 June 2007, according to statistics published by the Agency of Kazakhstan on Regulation and Supervision of 
Financial Markets and Financial Organisations (the “FMSA”) and the National Bank of Kazakhstan (the “NBK”), the 
Bank had one of the largest retail deposit bases in Kazakhstan (with an 18.5 per cent. market share), as well as the 
largest portfolio in the fast-growing mortgage loan market (with a 24.5 per cent. market share) and had issued the 
largest number of payment cards (with approximately 48 per cent. market share). According to the FMSA, as at 
30 June 2007, the Bank was the fourth largest bank in Kazakhstan in terms of total assets on an unconsolidated basis.  
As at 30 June 2007, amounts due to the Bank’s retail customers were KZT 256,097 million while total amounts due to 
customers were KZT 612,006 million; retail loans were KZT 233,254 million of which 130,440 million were mortgages, 
while total gross loans were KZT 820,785 million. For the six month period ended 30 June 2007, the Bank had net 
income, after income tax expense, of KZT 21,545 million and operating income (net interest income plus net fees and 
commissions and other non-interest income) was KZT 44,878 million.  Total equity amounted to KZT 141,157 million on 
30 June 2007.  
 
As at 30 June 2007, the Bank had more than 5.9 million retail customers (the largest customer base in Kazakhstan), 
more than 67,000 SME customers and 337 corporate customers. With the most extensive retail distribution network in 
Kazakhstan, the Bank, as at 30 June 2007, served its customers through 634 retail outlets, including regional and 
district branches in all 14 regions of Kazakhstan as well as through some 968 ATMs, the largest ATM network in 
Kazakhstan. Other distribution channels used by the Bank include the Internet and mobile banking and in-store points 
of sale located at certain shopping centres and supermarkets in Kazakhstan. In addition, the Bank also uses the 
distribution channels established by some of its other business lines, principally the pension fund and insurance 
businesses.  
 
The Bank operates along two core business lines:  retail and corporate banking (which serves both large corporates 
and SMEs). Through subsidiary companies, the Bank’s operations also include pensions, insurance, leasing, 
brokerage and asset management. According to FMSA statistics, as at 30 June 2007, the Bank’s pension fund 
business had the largest market share in Kazakhstan (28.9 per cent.) and the management of the Bank believes its 
insurance business had the largest network in the country.  
 
The Bank offers a wide range of retail banking products and services, including current accounts, term deposits, 
consumer loans, mortgages, credit and debit cards, travellers’ cheques, currency exchange, Internet and mobile 
banking and ATM services. The Bank’s corporate banking business provides a range of wholesale banking products 
and services (including loans, payroll services and cash management) to corporate and SME business customers, 
financial institutions and Government entities.  
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Results of Operations for the six months ended 30 June 2007 and 2006  
The following table presents the Bank’s income statement and certain income statement ratios for the periods 
indicated:  
 
 For the six months  ended 30 June  Variations 

 2007  2006  2007/06 

 (KZT millions)(1) 
 

(KZT millions)  (KZT millions) (per cent.) 

Interest income …………………………………………… 54,850  35,506  19,344 54 

Interest expense …………………………………………… 24,187  14,536  9,651 66 

Net interest income before impairment………………… 30,663  20,970  9,693 46 

Impairment charge ………………………………………… (6,169)  (7,045)  (876) (12) 

Net interest income ………………………………………… 24,494  13,925  10,569 76 

Net fees and commissions ……………………………… 11,475  9,866  1,609 16 

Other non-interest income ………………………………… 8,909  1,154  7,755 672 

Operating income(2) ……………………………………… 44,878  24,945  19,933 80 

Other non-interest expense (operating expense) ……… (15,612)  (12,001)  3,611 30 

Income before income tax expense ……………………… 29,266  12,944  16,322 126 

Income tax expense ……………………………………… (7,721)  (2,446)  5,275 216 

Net income after income tax expense …………………… 21,545  10,498  11,047 105 

Minority interest …………………………………………… 282  373  (91) (24) 

Net income, less minority interest ……………………… 21,263  10,125  11,138 110 

Dividends to preferred shareholders …………………… (840)(3)  (790)(4)  (50) 6 

Net income attributable to common shareholders(5) …… 20,423  9,335  11,088 119 

Profitability ratios:        

Return on average common equity (per cent.)(6)(7)  …… 40.9  40.1    

Return on average assets (per cent.)(7)(8) ……………… 4.0  3.0    

Net interest margin (per cent.)(7)(9) ……………………… 6.8  6.6    

Operating expense(10)/operating income before impairment 
charge (per cent.) …………………………… 130.6  137.5    

Impairment charge/operating income before impairment 
charge (per cent.) ………………………………………… 12.1  22    

Basic earnings per share (Tenge)(11)  …………………… 19.6  10.1    

Basic earnings per common share (Tenge)(12) ………… 21.8  10.4    

       

Notes:  

(1) Except for percentages and per share data.  

(2) Operating income is net interest income, plus net fees and commissions and other non-interest income.  

(3) Dividends to preferred shareholders for the six-month period ended 30 June 2007 are calculated based on the Bank’s year-end projections adjusted for the six-
month period.  

(4) Dividends to preferred shareholders for the six-month period ended 30 June 2006 are calculated based on the actual dividend amount paid for 2006 adjusted for 
the six-month period.  

(5) Comprises net income after income tax expense, less minority interest and dividends to preferred shareholders.  

(6) Return on average common equity is (a) net income attributable to common shareholders, divided by (b) average common equity.  

(7) Amounts used in ratios are average monthly balances for the six-month periods ended 30 June 2007 and 2006.  

(8) Return on average total assets comprises (a) net income after income tax expense, less dividends on preferred shares, divided by (b) average total assets.  

(9) Net interest margin comprises (a) net interest income before impairment charge, divided by (b) average interest-earning assets.  

(10) Operating expense includes salaries and other employee benefits, administrative and operating expenses and depreciation and amortisation expenses.  

(11) Basic earnings per share is calculated as (a) net income, less minority interest, divided by (b) daily weighted average number of shares and preferred shares, less 
treasury shares. 

(12) Basic earnings per common share is calculated as (a) net income attributable to common shareholders, divided by (b) average number of common shares 
outstanding, less treasury shares.  

 

 
Net income  
The Bank’s net income for the six months ended 30 June 2007 was KZT 21,263 million compared with 
KZT 10,125 million for the six months ended 30 June 2006. The increase of KZT 11,138 million, or 110 per cent. for the 
six months ended 30 June 2007, compared with the same period of 2006, was mainly attributable to an increase in net 
interest income of 76 per cent, an increase in net fee and commission income of 16 per cent, and a 672 per cent., 
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increase in other non-interest income, which were partially offset by increases in non-interest expense of 30 per cent 
and income tax expense of 216 per cent. 
 
Interest Income  
The following table sets out the principal components of the Bank’s interest income for the periods indicated:  
 

 For the six months ended 30 June  Variations 

 2007  2006  2007/2006 

 (KZT millions)  (KZT millions) (per cent.) 

Interest on loans to customers …………………………………… 47,735  31,361  16,374 52 

Interest on securities ……………………………………………… 4,418  1,971  2,447 124 

Interest on cash and cash equivalents and amounts due from 

credit institutions …………………………………………………… 2,697  2,174  523 24 

Interest income, total …………………………………………… 54,850  35,506  19,344 54 

 

Total interest income increased by KZT 19,344 million, or 54 per cent., to KZT 54,850 million in the first six months of 
2007 from KZT 35,506 million in the first six months of 2006, mainly due to a 52 per cent. growth of interest income 
from loans to customers and a 124 per cent. growth of interest income from debt securities.    
 
Interest income on loans to customers increased by KZT 16,374 million, or 52 per cent., in the first six months of 2007 
to KZT 47,735 million from KZT 31,361 million in the first six months of 2006. The increase in interest income on loans 
to customers in the first six months of 2007, compared with 2006, was primarily due to overall growth of the Bank’s loan 
portfolio. Gross loans to customers increased by KZT 190,915 million, or 30 per cent., to KZT 820,785 million as at 
30 June 2007 from KZT 629,870 million as at 30 June 2006.   
 
Interest on securities, principally treasury bills, Government bonds, short-term notes issued by the NBK and Eurobonds 
issued by the Government of the Republic of Kazakhstan, increased by KZT 2,447 million, or 124 per cent., to 
KZT 4,418 million in the first six months of 2007 from KZT 1,971 million in the first six months of 2006. The increase in 
the first six months of 2007 compared with the first six months of 2006 resulted from growth of the Bank’s securities 
portfolio.  
 
Interest on cash and cash equivalents and amounts due from credit institutions increased by KZT 523 million, or 24 
per cent., to KZT 2,697 million in the first six months of 2007, from KZT 2,174 million in the first six months of 2006.  
The increase in the first six months of both 2007 and 2006 was mainly attributable to the increased balances of 
correspondent accounts and short-term deposits with the NBK, OECD-based banks and Kazakh banks. 
 
The following table sets out the effective average annual interest rates payable to the Bank on its interest-earning 
Tenge and foreign currency assets for the periods indicated: 

For the six months ended 30 June 

 2007  2006 

 

(All 

currencies) (KZT) 

(Foreign 

currency)  

(All 

currencies) 

(KZT) 

(per cent.) 

(Foreign 

currency) 

Loans to customers ……………………… 15 17.5 12.5  15 18.8 11.9 

Amounts due from credit institutions …… 6.4 9.7 4.7  4.1 4.1 4 

Financial assets at fair value through profit 

or loss ……………………………………… 5.9 5.7 6.5  5.8 5.7 5.9 

Available for sale investment securities  6 6 8.1  7.1 7 7.2 

Average interest rates on interest 
earning assets …………………………… 12.3 13.2 11.2  11.6 12.8 10.2 

 

Average interest rates on the loan portfolio did not change in the first six months of 2007 compared with the first six 
months of 2006, and remained at the level of 15.0 per cent. Average loans in foreign currencies represented 49.6 
per cent. of the Bank’s total average loan portfolio as at 30 June 2007, compared with 54.8 per cent. as at 30 June 
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2006. The share of foreign currency denominated loans in the total average loan portfolio in the first six months of 2007 
declined due to the increase of consumer loans and mortgage loans which are mostly KZT-denominated. 
 
Average annual rates on amounts due from credit institutions increased from 4.1 per cent. in the first six months of 
2006 to 6.4 per cent. in the first six months of 2007. The increase was primarily due to increased interbank interest 
rates resulting from increases in LIBOR. 
 
Average interest rates on financial assets at fair value through profit or loss increased from 5.8 per cent. in the first six 
months of 2006 to 5.9 per cent. in the first six months of 2007.  The increase in average rates on the financial assets at 
fair value through profit or loss in the first six months of 2007 compared with the first six months of 2006 was primarily 
due to increased interbank interest rates resulting from increases in Kazakhstan treasury rates. Average interest rates 
on the available-for-sale securities portfolio for the first six months of 2007 and 2006 were 6.0 per cent. and 7.1 
per cent. respectively. The decrease in average rates on the available-for-sale securities portfolios in the first six 
months of 2007 compared with the first six months of 2006 was primarily caused by extensive purchases of NBK Notes 
in this portfolio. 
 
Interest expense  
The following table sets out the principal components of the Bank’s interest expense for the periods indicated:  
 

 For the six months ended 30 June  Variations 

 2007 2006  2007/2006 

 (KZT millions)  (KZT millions) (per cent.) 

Interest on amounts due to customers …………………… (13,542) (7,730)  5,812 75 

Interest on debt securities issued ………………………… (7,106) (3,614)  3,492 97 

Interest on amounts due to credit institutions …………… (3,539) (3,192)  347 11 

Interest expense, total …………………………………… (24,187) (14,536)  9,651 66 

 

Total interest expense increased by KZT 9,651 million, or 66 per cent., to KZT 24,187 million for the first six month 
period ended 30 June 2007 from KZT 14,536 million for the corresponding period in 2006 due to increases in the 
volume of customer deposits and debt securities issued. 
 
Interest expense on amounts due to customers increased by KZT 5,812 million, or 75 per cent., to KZT 13,542 million 
for the first six month period ended 30 June 2007 from KZT 7,730 million for the corresponding period in 2006 due to 
increase in customer deposits. Average annual interest-bearing customer account balances (corporate and retail) 
increased by KZT 200,902 million, or 54.2 per cent., to KZT 571,865 million in the first six months of 2007 from 
KZT 370,963 million in the corresponding period in 2006 due to higher balances of customer term deposits. The Bank’s 
amounts due to customers in foreign currencies are substantially denominated in U.S. Dollars and, to a lesser extent, in 
Euro. Average foreign currency amounts in the first six months of 2007 and 2006 accounted for 37.1 per cent. and 46.7 
per cent., respectively, of the total average amounts due to customers for each six month period.  
 
Interest expense on debt securities issued increased by KZT 3,492 million, or 97 per cent., to KZT 7,106 million for the 
first six month period ended 30 June 2007 from KZT 3,614 million for the corresponding period in 2006, primarily as a 
result of increased issuance of debt securities. 
 
Interest expense on amounts due to credit institutions increased by KZT 347 million, or 11 per cent., to KZT 3,539 
million for the six month period ended 30 June 2007 from KZT 3,192 million for the corresponding period in the first six 
months of 2006. This increase was primarily attributable to increased levels of longer-term deposits from other credit 
institutions. Average foreign currency balances on deposits and loans from credit institutions accounted for 63.8 
per cent. in the first six months of 2007 and 78.9 per cent. in the first six months of 2006.   
 
The following table sets out the average interest rates payable by the Bank on its Tenge and foreign currency 
interest-bearing liabilities for the periods indicated: 
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 For the six months ended 30 June 

 2007  2006 

 

(All 

currencies) (KZT) 

(Foreign 

currency)  

(All 

currencies) (KZT) 

(Foreign 

currency) 

Amounts due to customers ……………………  4.8 2.9 8  4.2 3.7 4.7 

Debt securities issued ………………………… 8.7 11 6.6  7.7 8.1 7.2 

Amounts due to credit Institutions …………… 4.8 5.3 4.5  6 6.9 5.7 

Average interest rates on interest-bearing 
liabilities ……………………………………… 5.5 5.2 5.9  5.1 4.8 5.3 

 

The average interest rates paid on interest-bearing customer balances for the first six months of 2007 and 2006 were 
4.8 per cent. and 4.2 per cent. respectively. However, average interest rates for Tenge-denominated amounts due to 
customers decreased from 3.7 per cent. in the first six months of 2006 to 2.9 per cent. in the first six months of 2007 
due to a decrease in interest rates generally on Tenge-denominated deposits while average interest rates on foreign 
currency-denominated amounts due to customers increased from 4.7 per cent. to 8.0 per cent. over the same periods 
due to an increase in rates on foreign currency-denominated instruments, which are predominately in US dollars, 
following trends in the domestic market. 
 
The average interest rates paid on deposits and loans from credit institutions decreased from 6.0 per cent. in the first 
six months of 2006 to 4.8 per cent. in the first six months of 2007 primarily due to an increasing share of foreign 
currency denominated deposits which are typically lower interest-bearing within the deposit portfolio. 
 
The average interest rate on securities issued increased in the first six months of 2007 to 8.7 per cent. from 7.7 
per cent. in the first six months of 2006. This increase was primarily due to the issuance of domestic longer term 
subordinated debts, step-ups implemented on earlier issues and issuance of longer term Eurobonds on the 
international market in the second quarter of 2007. 
 
Net interest income before impairment 
The following table sets out certain data and ratios for the periods indicated: 
 

For the six months ended  

 30 June Variation 

 2007  2006  2007/2006 

 

(KZT millions, except 

percentages)  (KZT millions)  (per cent.) 

Interest income ………………………………………………………… 54,850  35,506  19,344  54 

Interest expense ……………………………………………………… (24,187)  (14,536)  9,651  66 

Net interest income before impairment ………………………… 30,663  20,970  9,693  46 

       

Net interest income before impairment charge/operating income 

before impairment charge (per cent.) ……………………………… 60.1  65.6    

Net interest margin (per cent.)(1) …………………………………… 6.8  6.6    

     

Note:        

(1)   Net interest margin comprises (a) net interest income before impairment charge, divided by (b) average interest-earning assets. 

 

Net interest income before impairment charges increased by KZT 9,693 million, or 46 per cent., to KZT 30,663 million 
in the first six months of 2007 from KZT 20,970 million in the first six months of 2006. The increase in net interest 
margin from 6.6 per cent. in the first six months of 2006 to 6.8 per cent. in the first six months of 2007 was mainly 
attributable to the increased share of retail loans within the loan portfolio. 
 
Impairment charge 
The following table sets out certain data for the periods indicated: 
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For the six months ended  

 30 June Variation 

 2007  2006  2007/06 

 (KZT millions, except percentages) (KZT millions) (per cent.) 

Impairment charge …………………………………………………… (6,169) (7,045)  (876) (12) 

Allowance for loan losses/total gross loans (per cent.) ………… 4.9 5.3    

Impairment charge/operating income before impairment charge 

(per cent.) …………………………………………………………… 12.1 22.0    

 

The Bank’s impairment charge decreased by KZT 876 million, or 12 per cent., to KZT 6,169 million in the first six 
months of 2007 from KZT 7,045 million in the first six months of 2006. The reason for the decrease in impairment 
charges and allowance for loan losses as a percentage of total loans was due to general improvement in the overall 
quality of the loan portfolio and also due to the adoption of a pooling method for a portfolio provisioning policy in 
accordance with IAS/IFRS. The reason for the decrease in impairment charge as a percentage of operating income 
before impairment charge in the first six months of 2007 was growth in non-interest income, which resulted in increased 
operating income before impairment charge.  In the first six months of 2007, the Bank’s net write-offs were KZT 23 
million compared with KZT 1,431 million in the first six months of 2006 which decrease was attributable to the Bank’s 
changing of its write-off policy starting from 1 January 2007 whereby the Bank introduced tighter criteria for recognition 
of unrecoverable loans. 
 
Fees and commissions 
Net fee and commission income increased by KZT 1,609 million, or 16 per cent., to KZT 11,475 million in the first six 
months of 2007 from KZT 9,866 million in the first six months of 2006, primarily as a result of growing volumes of cash 
management, bank transfer and pension fund asset management services provided to the customers. 
 
Fee and commission income 
The following table sets out information on the Bank’s fee and commission income for the periods indicated: 
 

For the six months  ended  

 30 June  Variations 

 2007  2006  2007/06 

 (KZT millions)  (KZT millions) (per cent.) 

     

Pension fund and asset management ……………………… 3,684  3,488  196 6 

Bank transfers ………………………………………………… 4,431  2,869  1,562 54 

Cash operations ……………………………………………… 2,427  1,108  1,319 119 

Letters of credit and guarantees issued …………………… 721  662  59 9 

Maintenance of customer accounts ………………………… 776  616  160 26 

Customers’ pension payments ……………………………… 0  514  (514) (100) 

Utilities payments …………………………………………… 0  202  (202) (100) 

Payment card maintenance ………………………………… 1  443  (442) (100) 

Foreign currency operations ………………………………… 15  211  (196) (93) 

Custody activities …………………………………………… 76  51  25 49 

Commission income from trust activities ………………… 2  0  2  

Other …………………………………………………………… 288  129  159 123 

Fee and commission income, total ……………………… 12,421  10,293  2,128 21 

 

Fee and commission income increased by KZT 2,128 million, or 21 per cent. to KZT 12,421 million in the first six 
months of 2007 from KZT 10,293 million in the first six months of 2006. In the first six months of 2007, the Bank earned 
KZT 3,684 million in pension fund and asset management fees and commissions, compared with KZT 3,488 million in 
the first six months of 2006. The increase of KZT 196 million, or 6 per cent., was mainly attributable to continued 
increase in the market value and volume of funds under management. Fees from bank transfers increased by 
KZT 1,562 million, or 54 per cent., to KZT 4,431 million in the first six months of 2007, compared with KZT 2,869 million 
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in the first six months of 2006, primarily as a result of growth in volumes of bank transfers.  Fees from cash operations 
increased by KZT 1,319 million, or 119 per cent., to KZT 2,427 million in the first six months of 2007 from KZT 1,108 
million in the first six months of 2006, due to growth in volumes of cash management while, in the same period, fees 
from letters of credit and guarantees increased by KZT 59 million, or 9 per cent., due to an increased volume of 
documentary transactions. Fees from foreign currency operations decreased by KZT 196 million, or 93 per cent., to 
KZT 15 million in the first six months of 2007 from KZT 211 million in the first six months of 2006 due to changes in fee 
policy whereby conversion fees were eliminated and incorporated into spreads on foreign exchange operations. 
 
Fee and commission expense 
The following table sets out information on the Bank’s fee and commission expense for the periods indicated: 
 
 For the six months  ended  

 30 June  Variations 

 2007  2006  2007/06 

 (KZT millions)  (KZT millions) (per cent.) 

     

Payment cards ……………………………………………………… 307  222  85 38.3 

Bank transfers ……………………………………………………… 49  76  (27) (35.5) 

Foreign currency operations ……………………………………… 48  40  8 20 

Other ………………………………………………………………… 543  90  453 503.3 

Fee and commission expense, total …………………………… 946  427  519 121.5 

 

Fee and commission expense increased by KZT 519 million, or 121.5 per cent., to KZT 946 million in the first six 
months of 2007 from KZT 427 million in the first six months of 2006 primarily as a result of an increase in other fee and 
commission expense of KZT 453 million, or 503.3 per cent., to KZT 543 million in the first six months of 2007 from KZT 
90 million in the first six months of 2006, due to an increase in intermediary fees incurred by JSC Kazakhinstrakh in its 
retail operations. Fee expense from payment cards increased by KZT 85 million, or 38.3 per cent., to KZT 307 million in 
the first six months of 2007 from KZT 222 million in the first six months of 2006, due to increased volumes of 
transactions through payment card accounts, partially offset by a decrease in fee expenses by foreign bank transfers of 
KZT 27 million, or 35.5 per cent., to KZT 49 million in the first six months of 2007 from KZT 76 million in the first six 
months of 2006 due to lower commissions paid to correspondent banks.  
 
Other non-interest income 
The following table sets out certain information on the Bank’s other non-interest income for the periods indicated: 
 

For the six months  ended  

 30 June  Variations 

 2007  2006  2007/06 

 (KZT millions) (KZT millions) (per cent.) 

       

Gains less losses from foreign currencies ………………………… 4,778  1,278  3,500 274 

(Losses less gains) Gains less losses from financial assets at fair 

value through profit or loss ………………………………………… (68)  (1,155)  (1,087) (94) 

Gains less losses from available-for-sale securities …………… 686  (175)  861 492 

Share of income of associate ……………………………………… (15)  (13)  2 15 

Insurance underwriting income …………………………………… 2,499  -  2,499 100 

Other non-interest income ………………………………………… 1,029  1,219  (190) (16) 

Other non-interest income, total …………………………………… 8,909  1,154  7,755 672 

 
Total other non-interest income increased by KZT 7,755 million, or 672 per cent., to KZT 8,909 million in the first six 
months of 2007 from KZT 1,154 million in the first six months of 2006. 
 
Gains less losses from foreign currencies increased by KZT 3,500 million, or 274 per cent., to KZT 4,778 million in the 
first six months of 2007 from KZT 1,278 million in the first six months of 2006. The increase in the first six months of 
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2007 was mainly due to increase of KZT 2,136 million in unrealized gains/accrued income on foreign currency forward 
and swap operations included on the balance sheet.  
 
Gains less losses from financial assets at fair value through the profit or loss decreased by KZT 1,087 million, or 94 
per cent., to a net loss of KZT 68 million in the first six months of 2007 from KZT 1,155 million in the first six months of 
2006. The loss on financial assets at fair value through profit or loss during the first six months of 2007 and 2006 was 
incurred as the result of significant upward movement in U.S. and Kazakhstan treasury rates that negatively affected 
the value of those assets. 
 
Gains less losses from available-for-sale securities increased by KZT 861 million, or 492 per cent., to KZT 686 million 
in the first six months of 2007 from KZT 175 million of losses less gains from available-for-sale securities in the first six 
months of 2006. Gains less losses from available-for-sale securities in the first six months of 2007 resulted primarily 
from the sale of NBK notes at favourable prices. 
 
Share of losses of associates increased by KZT 2 million, or 15 per cent., to KZT 15 million in the first six months of 
2007 from KZT 13 million in the first six months of 2006.  The increase in the first six months of 2007 was attributable to 
losses at JSC National Processing Center and JSC Halyk Private Equity as well as derecognition of JSC 
Kazakhinstrakh as an associated company and its full consolidation starting from November 2006, which consequently 
was off-set by inclusion of JSC Kazakhinstrakh’s insurance underwriting income for the amount of KZT 2,499 million 
into other non-interest income of the Bank. 
 
Other non-interest income, comprising gains from disposals of fixed assets and other assets, decreased by KZT 190 
million, or 16 per cent., to KZT 1,029 million in the first six months of 2007 from KZT 1,219 million in the first six months 
of 2006. 
 
Other non-interest expense 
The following table sets out the composition of the Bank’s other non-interest expense and certain ratios for the periods 
indicated: 
 
 For the six months  ended    

 30 June   Variations 

 2007  2006  2007/06 

 (KZT millions)  (KZT millions) (per  cent.) 

     

Salaries and other employee benefits ……………………………… (8,797)  (6,744)  2,053 30 

Administrative and operating expenses …………………………… (4,811)  (2,827)  1,984 70 

Depreciation and amortisation expenses ………………………… (1,540)  (1,122)  418 37 

Taxes other than income tax ……………………………………… (815)  (729)  86 12 

Insurance claims incurred, net of reinsurance …………………… (756)  -  756 100 

Other provisions(1) …………………………………………………… 1,107  (579)  (1,686) (291) 

Other non-interest expense, total ……………………………… (15,612)  (12,001)  3,611 30 

Operating expense(2)/operating income before impairment 

charge (per cent.)  …………………………………………………… 30.6  37.5   

       

Notes:       

(1) Other provisions represent provision for off-balance sheet items, including letters of credit and guarantees issued. 

(2) Operating expense includes salaries and other employee benefits, administrative and operating expenses and depreciation and amortisation expenses. 

 

Other non-interest expense increased by KZT 3,611 million or 30 per cent. in the first six months of 2007 to KZT 15,612 
million from KZT 12,001 million in the first six months of 2006. The increase in other non-interest expense for each 
year-on-year period was mainly attributable to higher personnel expenses and administrative and other operating 
expenses relating to maintenance of branch network and expansion of the Bank’s and its subsidiaries’ operations.   
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Salaries and other employee benefits increased by KZT 2,053 million, or 30 per cent., in the first six months of 2007 to 
KZT 8,797 million from KZT 6,744 million in the first six months of 2006. The increase in salaries and other employee 
benefits in the first six months of 2007 was primarily attributable to inflation as well as an increase in headcount. 
 
Administrative and operating expenses increased by KZT 1,984 million, or 70 per cent., to KZT 4,811 million in the first 
six months of 2007 compared with KZT 2,827 million in the first six months of 2006. Administrative and operating 
expenses increased in the first six months of 2007 mainly due to an increase in deposit insurance expenses, rent, other 
administrative expenses, security and procurement of professional and information services.  
 
Depreciation and amortisation increased by KZT 418 million, or 37 per cent., in the first six months of 2007 to 
KZT 1,540 million compared with KZT 1,122 million in the first six months of 2006. The increase in the first six months 
of 2007 was mainly attributable to an increase in depreciation and amortisation expense in buildings, transportation and 
other fixed assets in line with the Bank’s fixed assets increase over the period. 
 
Taxes other than income taxes increased by KZT 86 million, or 12 per cent. in the first six months of 2007 to KZT 815 
million from KZT 729 million in the first six months of 2006. Taxes other than income taxes include value added tax 
(“VAT”), property tax, auction and other taxes and duties due to the budget. 
 
Other provisions, comprising provision for off-balance sheet items, including letters of credit and guarantees issued, 
decreased by KZT 1,686 million, or 291 per cent., to KZT 1,107 million in the first six months of 2007, compared with 
KZT 579 million of provisions in the first six months of 2006, primarily as a result of a decrease in financial 
commitments and contingencies issued during the period.   
 
Taxation 
The Bank reported income tax expense of KZT 7,721 million in the first six months of 2007 and KZT 2,446 million in the 
first six months of 2006. 
 
The Bank’s effective tax rate was 26 per cent. and 19 per cent. in the first six months of 2007 and 2006 respectively.  
The Bank’s effective tax rate in the first six months of 2007 increased primarily due to changes in tax legislation in 2006 
removing tax exemptions on income earned from long-term (more than three years) loans, including mortgage loans.  
The Bank’s effective tax rate is not equivalent to the statutory tax rate because certain interest income, principally 
interest on mortgage loans and Government and other qualifying securities, is not taxable.  
 
Minority interest in net income 
Minority interest in net income decreased by KZT 91 million, or 24 per cent., to KZT 282 million for the first six months 
of 2007, compared with KZT 373 million in the first six months of 2006, primarily as a result of a decrease in the net 
income of Pension Fund of Halyk Bank of Kazakhstan, of which the Bank owned 85 per cent. as of 30 June 2007, and 
an increase of the Bank’s stake in JSC Bank Khlebny from 77 per cent. as of 30 June 2006 to 100 per cent. as of 30 
June 2007. 
 
Financial Condition as at 30 June 2007 and 2006 
 
Total assets 
The following table presents data regarding the Bank’s assets at the dates indicated: 
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 As at 30 June  As at 31 December  
 2007  2006 
 (KZT 

millions)  
Per cent. of 

total  
(KZT 

millions)  
Per cent. of 

total 
Assets: …………………………………………………………………………       

Cash and cash equivalents …………………………………………………… 190,167  14.8  127,799  12.9 

Obligatory reserves …………………………………………………………… 74,423  5.8  55,106  5.6 

Financial assets at fair value through profit or loss ………………………… 51,995  4.0  53,106  5.3 

Amounts due from credit institutions ………………………………………… 6,207  0.5  2,049  0.2 

Available-for-sale investment securities …………………………………… 139,837  10.9  123,339  12.4 

Loans to customers …………………………………………………………… 780,372  60.6  596,216  60.1 

Property and equipment ……………………………………………………… 23,370  1.8  21,215  2.1 

Insurance assets ……………………………………………………………… 4,983  0.4  5,626  0.6 

Other assets …………………………………………………………………… 15,597  1.2  6,993  0.8 

Total assets …………………………………………………………………… 1,286,951  100  991,359  100 

 

As at 30 June 2007, the Bank had total assets of KZT 1,286,951 million, reflecting an increase of KZT 295,592 million, 
or 30 per cent., from 31 December 2006, which was mainly attributable to increases in the net portfolio, cash and cash 
equivalents, available-for-sale investment securities and obligatory reserves. 
 
The growth in the loan portfolio in this period was attributable to an overall increase in the Bank’s lending activity.  
Lending to retail customers increased in the first six months of 2007 by 18 per cent., while loans to corporate 
customers (comprising large corporates and SMEs) grew 36 per cent. in the same period.   
 
The decrease in investment securities in the six month period to 30 June 2007 compared with 31 December 2006 was 
attributable to the sale of sovereign bonds of the Republic of Kazakhstan, bonds of the Development Bank of 
Kazakhstan and NBK notes. 
 
The growth in obligatory reserves in the six month period to 30 June 2007 was attributable to created reserves on 
additional international borrowings. 
 
The growth in cash and cash equivalents in the six month period to 30 June 2007 was attributable to temporary excess 
liquidity referred to above.  
 
Loan portfolio 
 
Loans to customers 
Loans to customers represent the largest part of the Bank’s assets. As at 30 June 2007, the Bank had total loans to 
customers, net of allowance for loan impairment, of KZT 780,372, or 60.6 per cent. of total assets, an increase of KZT 
184,156 million, or 30.9 per cent. from the 31 December 2006 amount. Loans to the Bank’s 10 largest borrowers 
represented approximately 14.8 per cent. of the gross loan portfolio as at 30 June 2007, compared with 15 per cent. as 
at 31 December 2006. As at 30 June 2007 the Bank’s exposure to the single largest borrower was KZT 18,306 million 
constituting 2.2 per cent. of total gross loans to customers compared with 2.2 per cent. in 2006. 
 
Distribution of loans by sector 
During the past few years, the Bank has focused on increasing the share of lending to retail and SME customers, as 
well as diversifying its loan portfolio (apart from retail loans) by industries and regions. 
 
The following table sets out the composition of the Bank’s gross loan portfolio by economic sector as at the dates 
indicated: 
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 As at 30 June  As at 31 December 

 2007  2006 

 

(KZT 

millions)  (per cent.)  

(KZT 

millions)  (per cent.) 

Retail loans        

— mortgage loans ………………………………………………………………… 130,440  15.9  110,274  17.5 

— consumer loans  ………………………………………………………………… 102,814  12.5  86,907  13.8 

Wholesale trade ……………………………………………… …………………… 136,478  16.6  113,510  18.0 

Construction ……………………………………………… ……………………… 103,236  12.6  70,064  11.1 

Agriculture ……………………………………………… ………………………… 64,623  7.9  47,474  7.5 

Retail trade ……………………………………………… ………………………… 65,368  8.0  42,098  6.7 

Services ……………………………………………… …………………………… 17  -  23,213  3.7 

Real estate ……………………………………………… ………………………… 21,555  2.6  14,896  2.4 

Energy ……………………………………………… ……………………………… 11,540  1.4  14,745  2.3 

Oil and gas ……………………………………………… ………………………… 48,634  5.9  13,532  2.1 

Transportation ……………………………………………… …………………… 13,118  1.6  11,503  1.8 

Food industry ……………………………………………… ……………………… 13,879  1.7  10,359  1.6 

Hotel industry ……………………………………………… ……………………… 8,164  1.0  5,811  0.9 

Metallurgy ……………………………………………… ………………………… 15,129  1.8  5,638  0.9 

Mining ……………………………………………… ……………………………… 3,047  0.4  4,835  0.8 

Consumer goods and automobile trade ………………………………………… 4,723  0.6  4,639  0.7 

Research and development ……………………………………………………… 2,050  0.2  2,444  0.4 

Machinery ……………………………………………… ………………………… 2,008  0.2  2,194  0.3 

Communication ……………………………………………… …………………… 2,109  0.3  1,888  0.3 

Other ……………………………………………… ……………………………… 71,853  8.8  43,846  7.2 

Gross loans, total ………………………………………………………………… 820,785  100  629,870  100 

 

Growth in the loan portfolio in recent years was mainly driven by growth in mortgage and consumer loans, as well as 
increased lending to customers in the wholesale trade and construction sectors.   
 
Distribution of loans by type of borrower 
The Bank serves a large number of small, medium and large Kazakhstan businesses, as well as individuals. 
 
The following table (derived from management accounts) sets out certain information relating to the Bank’s gross loan 
portfolio by reference to the type of borrower as at the dates indicated: 
 
 As at 30 June  As at 31 December 

 2007  2006 

 

(KZT 

millions)  (per cent.)  

(KZT 

millions)  (per cent.) 

Large corporations ………………………………………………………………… 463,662  56.5  338,761  53.8 

Small and medium sized businesses …………………………………………… 123,869  15.1  93,928  14.9 

Individuals ……………………………………………… ………………………… 233,254  28.4  197,181  31.3 

Gross loans, total ………………………………………………………………… 820,785  100  629,870  100 

 

Loans to large corporations increased by KZT 124,901 million, or 36.9 per cent., to KZT 463,662 million as at 30 June 
2007 from KZT 338,761 million as at 31 December 2006.  Loans to large corporations increased by KZT 96,265 million, 
or 39.7 per cent., to KZT 338,761 million as at 31 December 2006. Loans to SMEs increased by KZT 29,941 million or 
31.9 per cent., to KZT 123,869 million as at 30 June 2007 from the 31 December 2006 amount. Loans to individuals 
increased by KZT 36,073 million, or 18.3 per cent., to KZT 233,254 million as at 30 June 2007 from the 31 December 
2006 amount.  
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The Bank’s loan portfolio was 99.4% collateralised as at 30 June 2007 compared with 99.8% as at 31 December 2006.  
Collateral on loans extended by the Bank includes, but is not limited to, real estate, machinery and motor vehicles, 
industrial equipment, industrial goods, food-stock, commodities and other commercial goods, as well as cash deposits, 
securities and personal third party and corporate guarantees.  
 
Composition by maturity 
The following table sets out certain information relating to the maturity profile of the Bank’s net loan portfolio as at the 
dates indicated: 
 
 As at 30 June  As at 31 December 

 2007  2006 

 

(KZT 

millions)  (per cent.)  

(KZT 

millions)  (per cent.) 

On demand ……………………………………………… ……………………… 5,455  0.7  2,405  0.4 

Less than one month …………………………………………………………… 30,258  3.9  24,267  4.1 

Between one and three months ……………………………………………… 37,535  4.8  49,929  8.4 

Between three months and one year ………………………………………… 108,585  13.9  251,183  42.1 

Between one and three years ………………………………………………… 220,825  28.3  144,508  24.2 

Over three years ………………………………………………………………… 377,714  48.4  123,925  20.8 

Net loans, total ………………………………………………………………… 780,372  100  596,216  100 
 

The increase of KZT 253,789, or 204.8 per cent., in loans maturing over three years to KZT 377,714, or 48.4 per cent. 
of the total loan portfolio, as at 30 June 2007, from KZT 123,925 million, or 20.8 per cent. of the total loan portfolio, as 
at 31 December 2006, was primarily attributable to the significant growth of the mortgage portfolio, where average 
maturities are generally longer, as well as increasing volumes of longer-term lending to existing corporate and SME 
customers. The Bank expects the maturity profile to increase further also as the result of more competition in the 
sector, especially with respect to corporate and SME customers. The decrease of KZT 142,598 million, or 56.7 per 
cent., in loans with maturities of between three months and one year to KZT 108,585 million, or 13.9 per cent., of the 
total loan portfolio, as at 30 June 2007, from KZT 251,183 million, or 42.1 per cent., of the total loan portfolio, as at 
31 December 2006, was primarily due to early repayment of these loans by customers.   
 
Composition of loan portfolio by currency 
As at 30 June 2007, Tenge loans comprised 54.0 per cent., of the Bank’s loan portfolio compared with 48.8 per cent., 
as at 31 December 2006. The general trend of growth in the Tenge-denominated part of the loan portfolio in recent 
years is attributable to the Bank’s policy of promoting lending in Tenge resulting from higher liquidity and higher net 
interest margin earned on Tenge assets. 
 
The following table sets forth an analysis of the exposure by currency of the Bank’s net loan portfolio as at the dates 
indicated: 
 
 As at 30 June  As at 31 December 

 2007  2006 

 

(KZT 

millions)  (per cent.)  

(KZT 

millions)  (per cent.) 

Tenge ……………………………………………… …………………………… 421,666  54  291,007  48.8 

Foreign currencies ……………………………………………………………… 358,706  46  305,209  51.2 

Net loans, total ……………………………………………… ………………… 780,372  100  596,216  100 

 

Total liabilities 
The following table presents data regarding the Bank’s liabilities as at the dates indicated: 
 
 
 
 

JSC Halyk Bank Semi-annual Report 2007 14



 As at 30 June  31 December 
 2007  2006 
 

(KZT 
millions)  

Per cent. of 
total  

(KZT 
millions)  

Per cent. of 
total 

Liabilities: ……………………………………………… ……………………        

Amounts due to customers ……………………………………………… … 612,006  53.4  597,935  68.7 

Amounts due to credit institutions ………………………………………… 271,880  23.7  118,719  13.6 

Debt securities issued ……………………………………………… ……… 236,826  20.7  134,413  15.4 

Provisions ……………………………………………… …………………… 1,911  0.2  3,021  0.3 

Deferred tax liability ……………………………………………… ………… 3,376  0.3  2,530  0.3 

Insurance liabilities ……………………………………………… ………… 7,651  0.7  7,535  0.9 

Other liabilities ……………………………………………… ……………… 12,144  1.1  6,579  0.7 

Total liabilities ……………………………………………… ……………… 1,145,794  100  870,732  100 

 
As at 30 June 2007, the Bank had total liabilities of KZT 1,145,794 million, reflecting an increase of KZT 275,062 
million, or 32 per cent., as compared with 31 December 2006. The increase in total liabilities as at 30 June 2007 as 
compared with as at 31 December 2006 was primarily attributable to increases in customer accounts and deposits, 
debt securities and amounts due to credit institutions. 
 
Amounts due to customers 
 
Customer accounts 
The Bank’s amounts due to customers consist of customer current accounts and term deposits, amounting to 53.4 per 
cent. of the Bank’s total liabilities as at 30 June 2007. Customer current accounts generally bear no interest and can be 
withdrawn upon demand.  For term deposits, different interest rates are paid on the various types of deposits offered by 
the Bank. 
 
Deposits by account and customer type 
The following table sets out a breakdown of the Bank’s current and term deposits as at the dates indicated: 
 
 As at 30 June  As at 31 December 

 2007  2006 

 

(KZT 

millions)  (per cent.)  

(KZT 

millions)  (per cent.) 

Current accounts ……………………………………………… ………………        

Commercial entities ……………………………………………… …………… 87,171  14.2  66,809  11.2 

Individuals ……………………………………………… ……………………… 67,274  11  52,597  8.8 

Government entities ……………………………………………… …………… 34,201  5.6  29,438  4.9 

Non-governmental non-commercial entities ………………………………… 1,270  0.2  —  — 

Current accounts, total ……………………………………………… ……… 189,916  31  148,844  24.9 

Term deposits         

Individuals ……………………………………………… ……………………… 188,823  30.9  157,281  26.3 

Commercial entities ……………………………………………… …………… 186,433  30.5  263,192  44 

Government entities ……………………………………………… …………… 45,244  7.4  27,908  4.7 

Non-governmental non-commercial entities ………………………………… 1,576  0.3  —  — 

Term deposits, total ……………………………………………… ………… 422,076  69  448,381  75 

Guarantee and other restricted accounts …………………………………… 14  0  710  0.1 

Customer account, total ……………………………………………… …… 612,006  100  597,935  100 

 

Customer accounts by currency 
The following table sets out certain information relating to the amounts due to customers in Tenge and foreign currency 
as at the dates indicated: 
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 As at 30 June  As at 31 December 

 2007  2006 

 

(KZT 

millions)  (per cent.)  

(KZT 

millions)  (per cent.) 

Amounts due to customers in Tenge ………………………………………… 474,616  77.6  303,199  50.7 

Amounts due to customers in foreign currencies …………………………… 137,390  22.4  294,736  49.3 

Customer accounts, total ……………………………………………… …… 612,006  100  597,935  100 

 

Customer accounts by maturity 
The following table sets out information on the maturity profile of the Bank’s term deposits as at the dates indicated: 
 
 As at 30 June  As at 31 December 

 2007  2006 

 

(KZT 

millions)  (per cent.)  

(KZT 

millions)  (per cent.) 

On demand ……………………………………………… …………………… 195,383  31.9  148,844  24.9 

Less than one month ……………………………………………… ………… 169,246  27.7  149,704  25 

Between one and three months ……………………………………………… 58,644  9.6  27,941  4.7 

Between three months and one year ………………………………………… 122,673  20  219,707  36.7 

Between one and three years ……………………………………………… … 48,107  7.9  41,981  7 

Over three years ……………………………………………… ……………… 17,953  2.9  9,758  1.6 

Customer accounts, total ……………………………………………… …… 612,006  100  597,935  100 

 
Deposits by sector 
The following table sets out the composition of the Bank’s customer accounts, by reference to the economic sector of 
the deposit, as at the dates indicated: 
 
 As at 30 June  As at 31 December 

 2007  2006 

 

(KZT 

millions)  (per cent.)  

(KZT 

millions)  (per cent.) 

Individuals and entrepreneurs ……………………………………………… … 256,097  41.8  209,877  35.1 

Metallurgy ……………………………………………… ……………………… 29,207  4.8  102,345  17.1 

Construction ……………………………………………… …………………… 15,629  2.6  81,319  13.6 

Oil and gas ……………………………………………… ……………………… 61,526  10.1  67,540  11.3 

Water collection, clearance and distribution ………………………………… 62,045  10.1  -  - 

Financial sector ……………………………………………… ………………… 18,037  2.9  44,168  7.4 

Other transportation ……………………………………………… …………… 31,324  5.1  17,291  2.9 

Wholesale trade ……………………………………………… ……………… 11,463  1.9  15,780  2.6 

Energy ……………………………………………… ………………………… 15,113  2.5  12,843  2.1 

Transportation of oil and gas ……………………………… ………………… 1,569  0.3  1,794  0.3 

Other  ……………………………………………… …………………………… 109,996  18  44,978  7.5 

 612,006  100  597,935  100 

 

As at 30 June 2007, total deposits of individuals and entrepreneurs represented 41.8 per cent., of total amounts due to 
customers. In addition, customers in oil and gas, water collection, clearance and distribution and other transportation 
sectors customers represented 10.1 per cent., 10.1 per cent., and 5.1 per cent., of total deposits, respectively.  As at 30 
June 2007, the Bank’s 10 largest customers accounted for approximately 38.8 per cent., of total amounts due to 
customers compared with 52 per cent. as at 31 December 2006. The largest single customer as of the same date 
accounted for approximately 27.1 per cent. of total amounts due to customers compared with 19 per cent. as at 
31 December 2006. The Bank believes that in the event of withdrawal of funds, the Bank would be given sufficient 
notice so as to arrange for the necessary funds to enable repayment. 
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Total equity 
In January-March 2007, the Bank completed the placement of 9,432,877 common shares following an IPO in 
December 2006 for total consideration of KZT 3,632 million (U.S.$30 million based on an exchange rate of 
U.S.$1=KZT 121.66 as at 29 June 2007). 
 
As at 30 June 2007, the Bank’s total equity amounted to KZT 141,157 million (11 per cent. of total assets), reflecting an 
increase of KZT 20,530 million, or 17 per cent., over the total equity as at 30 June 2006. Total equity in the first six 
months of 2007 increased as a result of completing the post-IPO offering of common shares totalling KZT 3,632 million 
as well as retained earnings during the first six months of 2007. In May 2007, the Bank announced the payment of 
dividends on preferred shares in the amount of KZT 1,578 million and dividends on common shares in the amount of 
KZT 2,450 million as approved at the Annual General Shareholders Meeting for the year ended 31 December 2006.   
 
Capital Expenditures  
Capital expenditures increased by KZT 147 million, or 3.9 per cent., to KZT 3,963 million for the six months ended 
30 June 2007 from KZT 3,816 million for the six months ended 30 June 2006, primarily due to an increase in 
expenditures in computer and banking equipment of KZT 1,068 million, or 237.2 per cent., to KZT 1,518 million for the 
six months ended 30 June 2007 from KZT 450 million for the six months ended 30 June 2006 as a result of an increase 
in the purchase of new workstations and ATMs. Expenditures in intangible assets increased by KZT 520 million, or 
391.5 per cent. to KZT 653 million from KZT 133 million resulting from the purchase of banking software such as SAP, 
Landocs and various Colvir software modules. Expenditures in buildings decreased by KZT 1,306 million, or 76.7 
per cent., to KZT 397 million for the six months ended 30 June 2007 from KZT 1,703 million for the six months ended 
30 June 2006, mainly due to the opening of VIP centres for retail customers and “all for small business” centres for 
SME customers and the purchase of a new building for the Halyk Pension Fund in the first two quarters of 2006.  
Expenditures in vehicles decreased by KZT 350 million, or 71.6 per cent., to KZT 139 million for the six months ended 
30 June 2007 from KZT 489 million for the six months ended 30 June 2006, due to purchased of new armoured and 
passenger vehicles for the Bank’s fleet in the first two quarters of 2006.  
 
Off-Balance Sheet Arrangements  
The Bank enters into certain financial instruments with off-balance sheet risk in the normal course of business in order 
to meet the needs of its customers. These instruments, which include guarantees and letters of credit, expose the Bank 
to credit risk and are not reflected in the Bank’s consolidated balance sheet. The Bank’s maximum exposure to credit 
losses for guarantees and letters of credit is represented by the contractual amount of these transactions. Since many 
of the commitments are expected to expire without being drawn upon, the total amount does not necessarily represent 
future cash requirements. The details of the Bank’s consolidated credit commitments, guarantees and commercial 
letters of credit are provided in Note 20 to the condensed interim financial information.  
 
As at 30 June 2007, the top 10 guarantees (by amount) amounted to approximately 64 per cent. of the Bank’s total 
financial guarantees and represented approximately 14 per cent. of the Bank’s total equity, compared with 
approximately 63 per cent. and 21 per cent. respectively for the year ended 31 December 2006. The increase in the 
concentration of the guarantee portfolio in the first six months of 2007 was due to two large guarantees issued and 
outstanding as of 30 June 2007 in the agriculture sectors. As at 30 June 2007, the top 10 letters of credit (by amount) 
amounted to approximately 84 per cent. of the Bank’s total commercial letters of credit and represented approximately 
9 per cent. of the Bank’s total equity, compared with approximately 78 per cent. and approximately 12 per cent., 
respectively, for the year ended 31 December 2006. 
 
The following table sets out the residual maturity of the Bank’s consolidated guarantees, commercial letters of credit 
and commitments to extend credit as at the dates indicated:  
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 As at 30 June 2007 

 Residual maturity of contingent liabilities 

 
Total 

balance  
Up to 

30 days 
1 to 3 

months 
3 to 6 

months 
Up to 1 

year  
Over 1 
year  

Overdue 
contingent 
liabilities 

 (KZT millions) 

              

Guarantees …………………………… 30,911  1,875  2,420  3,551  5,800  7,964  9,301

Commercial letters of credit ………… 15,059  49  1,996  2,522  5,547  2,334  2,611 

Commitments to extend credit ……… 28,765  1,364  876  1,410  2,487  21,830  798 

Total guarantees, commercial 
letters of credit and commitments 
to extend credit, gross …………… 74,735  3,288  5,292  7,483  13,834  32,128  12,710 

 

The Bank uses the same credit control and management policies in undertaking off-balance sheet commitments as it 
does for its on-balance sheet operations. As at 30 June 2007, the provision for contingent liabilities was KZT 1,911 
million, compared with KZT 2,852 million as at 30 June 2006. 
 
Foreign currency position 
The following table sets out the net open foreign currency position of the Bank as at the dates indicated: 
 

As at 30 
June   
2007 

 As at 31 
December 

2006 

    

Net balance sheet position (U.S.$ millions)(1) …………………………………………………………………………… 649.6  234 

Net balance sheet position (expressed in KZT millions)(2) …………………………………………………………… 79,030  29,715 

/total capital (per cent.)(1)(3)  ……………………………………………………………………………………………… 48.5  20.4 

/total liabilities (per cent.)(2) ……………………………………………………………………………………………… 6.9  3.4 

/foreign currency liabilities(2) ……………………………………………………………………………………………… 17.8  7 

Net long/(short) position (U.S.$ millions)(1) ……………………………………………………………………………… 42  (40) 

Net long/(short) position (expressed in KZT millions)(1) ………………………………………………………………… 5,087  (5,035) 

/regulatory capital (per cent.)(1)(4) ………………………………………………………………………………………… 3.4  (3.6) 

    

Notes:    

(1) Unaudited.    

(2) Audited.    

(3) Consolidated total capital (Tier I and Tier II, less investments) is calculated in accordance with BIS Guidelines. 

(4) Unconsolidated regulatory capital (Tier I and Tier II, less investments) is calculated in accordance with FMSA prudential requirements, not BIS Guidelines. As 

calculated under FMSA requirements, regulatory capital was KZT 150,721 million as at 30 June 2007 and KZT 139,297million as at 31 December 2006. 

 

The FMSA regulates and closely monitors the net open foreign currency position of banks.  According to the FMSA’s 
requirements effective from 1 September 2006, a bank’s aggregate net open foreign currency position may not exceed 
25 per cent. of its regulatory capital and the open foreign currency position for any single currency of a country with a 
sovereign rating no lower than “A” assigned by Standard & Poor’s may not exceed 12.5 per cent. of its regulatory 
capital. The open short and long positions for any currency of a country with a sovereign rating lower than “A” by 
Standard & Poor’s are limited to 5 per cent. of the Bank’s regulatory capital.   
 
Capital adequacy and liquidity 
The capital adequacy requirements currently in effect in Kazakhstan exceed guidelines adopted by the Basel 
Committee on Banking Regulations and Supervision Practices of the Bank for International Settlements (the “BIS 
Guidelines”). The FMSA requires banks to maintain a Tier I capital adequacy ratio of minimum 6 per cent. and total 
capital adequacy ratio of minimum 12 per cent. compared with 4 per cent. and 8 per cent., respectively, recommended 
by the BIS Guidelines. However, there are two major differences between FMSA capital adequacy methodology and 
BIS Guidelines: (i) Tier I capital is calculated over total on-balance sheet assets as opposed to risk-weighted assets as 
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per BIS guidelines; and (ii) current period earnings are included in the Tier II part of total capital whereas BIS guidelines 
include those in Tier I capital. In addition, for a bank with a regulated banking holding company (that is, an entity 
holding more than 25.0 per cent. of its voting share capital, alone or together with affiliated companies) among its 
shareholders, the Tier I capital adequacy ratio is reduced to 5.0 per cent. and the total capital adequacy ratio is 
reduced to 10.0 per cent.  
 
The following table gives certain information regarding the Bank’s Tier I and Tier II capital and its risk-weighted capital 
adequacy ratio as at the dates indicated based on BIS Guidelines and the consolidated financial statements of the 
Bank:  
 
 As at 30 

June  
As at 31 

December 

 2007  2006 

 (KZT millions, except 

percentages) 

    

Tier I capital ……………………………………………………………………………………………………………… 139,058  119,205 

Tier II capital ……………………………………………………………………………………………………………… 24,249  26,424 

Gross Tier I and Tier II available capital ……………………………………………………………………………… 163,307  145,63 

Less investments ………………………………………………………………………………………………………… (265)  (281) 

Tier I and Tier II capital …………………………………………………………………………………………………… 163,041  145,349 

Total risk-weighted assets ……………………………………………………………………………………………… 1,026,602  851,628 

Tier I capital adequacy ratio (per cent.) ………………………………………………………………………………… 13,5  14 

Total risk-weighted capital adequacy ratio(1) (per cent.) …………………………………………………………… 15.9  17.1 

    

Note:    

(1) Tier I + Tier II/total risk-weighted assets.    
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Responsibility statement 
 
We herewith confirm that, to the best of our knowledge: 

(i) the consolidated financial statements in this semi-annual report are prepared in accordance with 
International Financial Reporting Standards and give a true and fair view of the assets, liabilities, financial 
position and profit or loss of JSC Halyk Bank and its subsidiaries included in the consolidation taken as a 
whole; and 

(ii) the semi-annual report includes a fair review of the development and performance of the business and 
the position of JSC Halyk Bank and its subsidiaries included in the consolidation taken as a whole and the 
principal risks and uncertainties JSC Halyk Bank faces. 

 

 
 
Dauren Karabayev       
Deputy Chairman of the Management Board 
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Forward-looking statements 
 

This document includes statements that are, or may be deemed to be, “forward-looking statements”. These forward-
looking statements can be identified by the use of forward-looking terminology, including, but not limited to, the terms 
“believes”, “estimates”, “anticipates”, “expects”, “intends”, “may”, “target”, “will”, or “should” or, in each case, their 
negative or other variations or comparable terminology, or by discussions of strategy, plans, objectives, goals, future 
events or intentions. These forward-looking statements include all matters that are not historical facts. They include, but 
are not limited to, statements regarding Halyk Bank’s intentions, beliefs and statements of current expectations 
concerning, amongst other things, Halyk Bank’s results of operations, financial condition, liquidity, prospects, growth, 
potential acquisitions, strategies and as to the industries in which Halyk Bank operates. By their nature, forward-looking 
statements involve risk and uncertainty because they relate to future events and circumstances that may or may not 
occur. Forward-looking statements are not guarantees of future performance and the actual results of Halyk Bank’s 
operations, financial condition and liquidity and the development of the country and the industries in which Halyk Bank 
operates may differ materially from those described in, or suggested by, the forward-looking statements contained in 
this document. Halyk Bank does not intend, and does not assume any obligation, to update or revise any forward-
looking statements or industry information set out in this document, whether as a result of new information, future 
events or otherwise. Halyk Bank does not make any representation, warranty or prediction that the results anticipated 
by such forward-looking statements will be achieved. 
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5. CASH AND CASH EQUIVALENTS 

 

Cash and cash equivalents comprise: 

 

 

30 June 2007 
 

(Unaudited) 

 31 December
2006 

 
Correspondent accounts with the NBRK 42,973 

 
- 

Term deposits with the NBRK 40,025  - 
Correspondent accounts with OECD based banks 38,239  6,328 
Overnight deposits with OECD based banks 24,339  81,495 
Cash on hand 20,576  14,931 
Overnight deposits with Kazakh banks 12,955  381 
Overnight deposits with non-OECD based banks 8,519  - 
Correspondent accounts with non-OECD based banks 2,403  1,100 
Short-term deposits with non-OECD based banks 138  - 
Short-term deposits with Kazakh banks -  23,564 
 
 190,167 

 
127,799 

 

As at 30 June 2007 interest rates and currencies in which interest earning cash and cash 
equivalents are denominated follow: 

 

 
KZT  Foreign 

currencies 
 
Overnight deposits with OECD based banks -  5.38%
Short-term deposits with Kazakh banks -   
Short-term deposits with OECD based banks -  -
Short-term loans with Kazakh banks and financial institutions 9%  -
Overnight deposits with Kazakh banks -  6%
Overnight deposits with non-OECD based banks -  5.6%

 
6. OBLIGATORY RESERVES 

 

Obligatory reserves comprise: 

 

 

30 June 2007 
 

(Unaudited) 

 31 December 
2006 

 
Due from NBRK allocated to obligatory reserves 74,423 

 
48,318 

Cash on hand allocated to obligatory reserves -  6,788 
 
 74,423 

 
55,106 

 

During 2006, the NBRK changed its reserve requirements in respect of local and international 
borrowings, which resulted in significant increase in obligatory reserves balances as at 30 June 
2007. 
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