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ABSTRACT

This article reveals the impact of financial technologies on the development of the banking sector. The
purpose of the study is to identify key financial technologies in the banking sector, as well as the causes and
prerequisites for the development of financial technologies in the banking sector of Kazakhstan. For this
purpose, the essence of the concept of financial technologies and the definition of this term are considered.
In the course of the study, a comprehensive analysis was carried out, which provides both quantitative and
gualitative characteristics of the development of digital technologies and their impact on the development
of the banking sector. The tasks set in the article were solved by analyzing the structure and dynamics, and
methods of financial analysis. In the course of the study, a point-index method was used. To assess the
penetration of digital technologies into banking, data from Kaspi.kz from 2021 to 2022 was used. A panel
approach was also used, which allowed for analyzing data on various banks. As a result of our research,
a conclusion has been made on the areas of banking activity that can first of all be replaced by fintech
startups. These are consumer finance, microloans, and payment services. It is determined that a number of
commercial banks can be transformed into fintech companies. We declare that no matter what institutional
forms the development of new financial technologies takes, it is inevitable in any case, and the relatively
near future will already show their content and configuration.
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TYWIH

Byn makanaga Kapbl TEXHOMOTMANAPbIHbIH, 6aHK CEKTOPbIHbIH, A4aMyblHa acepi alblaagbl. 3epTreyaiH,
MaKcaTbl BbaHK CeKTopblHAAfFbl Kap)Kbl TEXHOMOrMANAPbIH, 6aHK cafacbiHAafbl HEri3ri  Kapbl
TEXHOMOTMANAPbIH AAMbITYAbIH, cebentepi MeH anfbllapTTapbiH alKbiHAAY, COHAAM-aK KasaKCTaHHbIH,
6aHK CEKTOpbIHAAFbl Kapbl TEXHOOTMANAPLIH AaMbITy 60nbin Tabblnagbl. OCbl MaKCaTTa KapKblblK,
TEXHOIOrMANAP YFbIMbIHbIH, MOHIi *KaHe 0Cbl TEPMMHHIH aHbIKTaMachl KapacTblpbliagbl- 3epTrey 6apbicbiHAA
LMOPAbIK TEXHOOTMANAPAbIH, CAHAbIK KaHe canablK CMNAaTTaManapblH *KaHe onapabiH 6aHK CEKTOPbIHbIH,
AaMyblHa acepiH 6epeTiH aH-KaKTbl Tangay Xyprisingi. Makanaga KolblafaH MiHAETTEP KYPbIAbIMbl MEH
OWNHAMMKaCbIH, KapKbINblK Tangay o4icTepiH Tangay apKplibl wewingi. 3eptrey 6apbicbiHaa 6anngbik-
WMHAEKCTIK a4ic KonaaHbingbl. baHK KbiameTiHe LMdpablK TeXHoNOrnANapabiH eHyiH 6aranay ywiH Kaspi.
kz caiTtbiHbiH, 2021-2022 Xbligap apafblfblHAAFbl AEpPeKTepi nanganaHbingbl. OpTypai 6aHKTEp MeH
YaKbIT Ke3eHaepi 60MbIHILA AepeKkTepai Tanaayfa MyMKIHAIK 6epeTiH naHenbAik Tacin ae KongaHblngbl.
Jepektep 2021-2022 Kblngap apanbiFblHAAFbI CTPATErNAMLIK NAHAEMUA KIHE NOCTNAHAEMUA Ke3eHaepiH
KaMTUTbIH YaKbIT Ke3€eHi iWiHae XuHanabl. bisaiH 3eptreyimisgin, HoTUKeciHae 6aHK KbI3MeTiHiH 6aFbITTapsb!
60MMbIHLIA KOPbITbIHAbI Xacangpbl, ofapabl 6ipiHWi KesekTe UHTEX-CTapTanTap aaMacTbipa anagbl.- byn —
TYTbIHYLbINIbIK Kap*Kbl, LUAFbIH Kapbl3gap, Tenem cepsuctepi. bipkatap Kommepumanbik 6aHKTepai puHTEX
KOMMNaHWACbIHA alHanaplpyfa 60naTblHAbIFbI aHbIKTanabl. Bi3 'KaHa KapKbliblK TEXHO/OrMANAPAbIH,
[aMybl KaHZal MHCTUTYLMOHaNAbIK HblcaHAapFa Terinmece ae, byn Kes KereH *Karganga cescis *KoHe
CaNbICTbIpManbl TYpAe *KaKblH Oonalak oslapAblH, Ma3sMyHbl MeH KOHOUrypauumsacbliH KepceTeai aen
Manimaenmis.

TYWUIH CO3[EP: Kapblnblk TexHonoruanap, GUHTEX cTapTantap, Y/JKeH JepekTep, pobo-KeHeclui,
KpayadaHAanHr, 610KYenH TexHonorusnap, P2P xaHe P2B Hecnenepi, KpuntoBantoTa
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AHHOTALUA

B maHHOM cTaTbe packpbiBaeTcs BAMAHME GUHAHCOBbLIX TEXHOIOMMI HA pa3BUTUE HAHKOBCKOro CeKTopa.
Llenbto uccnenoBaHuA ABAAETCA onpeaeneHne KnYeBbix PUHAHCOBbLIX TEXHONOTMIA B HaHKOBCKOM cdepe,
a TaKXKe NPUYMH U NPeanocblIOK Pa3BUTUA GUHAHCOBBIX TEXHONOMMN B GaHKOBCKOM cekTope KasaxcTaHa. C
3TOM LLe/1bo PACCMATPUBAETCA CYLLHOCTb MOHATUA GUHAHCOBBIX TEXHOOTUIA U OMNpeaesIeHNe 3TOro TepMUHA.
B xoae nccneposaHua 6bin NpoBeseH BCECTOPOHHUI aHAM3, KOTOPbIM AaeT KaK KONNMYECTBEHHbIE, TaK U1
KauYeCTBEHHbIE XapaKTEPUCTUKM Pa3BUTUA LUPPOBbLIX TEXHONOTUM U X BANAHUA HA pa3BUTME BAHKOBCKOrO
CeKTopa. 3aZ,a4M, NOCTaB/IEHHbIE B CTaTbe, OblIN peLleHbl MyTeM aHaAn3a CTPYKTYpPbl U AUMHAMUKU, METOA0B
¢dMHaHCcoBOro aHanu3a. B xoge uccnenosaHma bbla NpUMeHeH 6anbHO-UHAEKCHbIM MeToa. [nA OueHKU
NPOHUKHOBEHMUA UNPPOBbLIX TEXHONOTUIN B BAHKOBCKOE Aeno 6blin Mcnonb3oBaHbl AaHHble M3 Kaspi.-kz
3a nepuog 2021-2022 rr. Tak¥Ke UCNOAb30BaACA NAHEbHbIN NOAX0A, KOTOPbIM NO3BOASA aHANN3NPOBATb
AaHHble No pa3MYHbIM 6aHKaM 1 Nnepuoaam BpemeHu. [laHHble H6b1an cobpaHbl € y4eToM Nepuoaa Bpeme-
HU, KOTOPbIN BKAKOYAA CTpaTermyeckuii naHAEMUYECKMIA M NoCTNaHAEeMMYEeCKMiA nepuogpl ¢ 2021 no 2022
rog. B pesynbtaTte Hawero MccnesoBaHUA caenaH BbiBOA, NO HANPABAEHUAM OAHKOBCKOM AeATENbHOCTMH,
KOTOpble B MepBYyl o4vepedb MOryT OblTb 3aMeHeHbl GUHTEX-CTapTanaMu. 3To — MNOTpebutenbckue
dUHAHCbI, MMKPO3alMbl, NaTeXHble cepBUCbl. OnpeaeneHo, YTo pas Kommepyecknx 6aHKOB MOXKET bbITb
TpaHcPopPMMPOBaAH B GUHTEX-KOMMNAHUK. Mbl 3aaBASiEM, YTO B Kakue 6bl MHCTUTYLUMOHabHbIe GOpPMbI He
Bbl/IMBA/I0Cb PAa3BUTNE HOBbIX GUHAHCOBbIX TEXHO/IOTUIM, OHO HEM3HEXKHO B 1t06OM ClyHae, U OTHOCUTENIbHO
HefaneKoe byayliee yrKe NOKAXKET UX COAEPIKaHUE U KOHUTrypaLmto.

K/TKOYEBBIE C/IOBA: ¢dMHaHCcoBble TexHONOrUK, GUHTEX-CTapTanbl, 6onbline gaHHble, pobo-3aBaiisep,
KpayadbaHauHr, 610KYeliH-TexHonormn, P2P 1 P2B-KpeguToBaHuMe, KpMNTOBatOTa
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Introduction

In the modern world, digital technologies
have become an integral part of our daily life
and have significantly changed many industries,
including banking. The development of informa-
tion and communication technologies has led to
the emergence of new opportunities and caused a
revolution in banking. The introduction of digital
innovations in the banking sector has led to an im-
provement in the efficiency and competitiveness of
banks, as well as to the transformation of interac-
tion between banks and their customers.

This article is devoted to studying digital
technologies’ impact on banking activities’ effi-
ciency. We will analyze how the latest technologies
affect various aspects of the banking sector and pay
special attention to their impact on customer orien-
tation, operational processes and innovative bank-
ing business models.

Initially, we will consider digital technolo-
gies’ essence and main characteristics. We will
study what tools and solutions are included in the
concept of digital technologies and how they are
used in the banking sector. Then we will pay atten-
tion to the importance of digital technologies in in-
creasing the customer orientation of banks. We will
look at new forms of customer interaction, such as
mobile applications, Internet banking and digital
payment systems, and explore how these tools im-
prove the availability of banking services and the
level of service.

Next, we will turn to operational processes in
the banking sector and study how digital technolo-
gies optimize banking operations. We will consider
the introduction of automated systems and roboti-
zation of strategies that increase the efficiency and
accuracy of operations and reduce costs and risks.
We will also pay attention to using artificial intel-
ligence and data analytics to make real-time deci-
sions and predict customer behavior.

Finally, we will study innovative banking
business models that arise under the influence of
digital technologies. We will look at the develop-
ment of fintech companies, their role in the bank-
ing sector and their interaction with traditional
banks. We will also analyze the concept of open
banking and the use of blockchain technology in
the financial industry.

This article aims to provide a comprehensive
overview of the impact of digital technologies on
the efficiency of banking activities. We hope that
the results of our research will better understand
the current trends and challenges banks face and
formulate strategic recommendations for the suc-

cessful adaptation and use of digital technologies
in the banking sector.

Literature Review

Financial technologies (FinTech) are a rel-
atively new industry not only in Kazakhstan but
throughout the world. Currently, according to var-
ious estimates, there are about 10 thousand fintech
startups in the world, the number of which is con-
stantly growing. The growing popularity of finan-
cial technologies and the increase in the number of
fintech startups are because they provide a cheaper
alternative to banks in the financial market. Most
investments in the development of the fintech in-
dustry are concentrated in the payments zone,
where the level of competition with banks is the
highest (Makhitarova et al., 2022).

The term “financial technology” arose in the
early 1990s. However, interest in it and in the fin-
tech sector itself on the part of regulators, industry
participants and consumers manifested itself after
2014. To a large extent, the close attention of mar-
ket actors was provoked by manifestations of the
global financial crisis 2008 and its consequences.
As a rule, financial technologies are defined sim-
ilarly in all sources, with slight variations. So,
for example, Filippov (2018) gave the following
definition of fintech: “an industry consisting of
companies that use technology and innovation to
compete with traditional financial institutions rep-
resented by banks and intermediaries in the bank-
ing services market” Pshenichnikov (2018) some-
what clarified the composition of these companies
(banks and other financial institutions), expands
and specifies the markets for their activities (the
financial services market, including payment sys-
tems, capital management, lending, insurance and
foreign exchange transactions).

The Financial Stability Board (FSB) in 2017
gave a brief definition of fintech as “technologi-
cal innovation in financial services”, meaning
a combination of products/services in the form
of digital retail payments, digital wallets, fintech
loans, robo-advisers (robotic advisor, robo-advi-
sor), digital currencies, and their leading technol-
ogies. Obviously, the concept of “financial inno-
vation” is much broader than fintech since not all
financial innovations can be classified as financial
technologies (for example, the creation of a new
derivative). In addition, financial innovations can
only partly be included in the “digital economy”
concept, while the functioning of fintech without
digital technologies is almost impossible (Alpato-
va, 2019).
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Advances in digital technology are changing
the very nature of banking. Banks are now distrib-
uting services via mobile technology. A prolonged
period of very low-interest rates is also having an
impact. Brei et al. (2020) and Adrian et al. (2016)
noted that many banks have increased their em-
phasis on fee-generating services to sustain their
profitability.

Banks in the future will have to accept depos-
its and process transactions made in digital form,
either Central Bank Digital Currencies (CBDC)
or cryptocurrencies. Braggion et al. (2018) and
Swankie & Broby (2019) consider whether these
represent a threat to financial stability.

A review of financial technology and banking
literature is provided by Takor (2020). He high-
lights that non-deposit-taking contenders are now
providing financial service companies. This paper
addresses one of the four research questions raised
by his review, namely how theories of financial
intermediation can be modified to accommodate
banks, shadow banks, and non-intermediated solu-
tions.

Physical changes are also being made in the
delivery of services. Bricks and mortar branches
are in decline. Mobile banking, or m-banking, as
Liu et al. (2020) describe it, is an increasingly im-
portant distribution channel. Robotics are increas-
ingly being used to automate customer interaction.
As explained by Vishnu et al. (2017), these im-
prove efficiency and the quality of execution. They
allow for increased oversight and can be built on
legacy systems as well as from a blank canvas.

In summary, financial technology has evolved
to a level where online banks and banking as a ser-
vice are challenging incumbents and the nature of
banking mediation. Banking is rapidly transform-
ing because of changes in such technology. At the
same time, the solving of the double spending prob-
lem, whereby digital money can be cryptographi-
cally protected, has led to the possibility that paper
money will become redundant at some point in the
future (Broby, 2021). A theoretical framework is
required to understand this evolving landscape.

Research Materials and Methods

In the course of the research, a comprehen-
sive analysis was carried out, which provides both
quantitative and qualitative characteristics of the
development of digital technologies and their im-
pact on the development of the banking sector.
Quantitative data such as monthly transfers to an
active consumer, sales through digital platforms,
volumes of fintech startups, P2P and P2B lending
are considered. The main research methods were:

analytical and synthetic, statistical, computational
and analytical research methods. As part of the an-
alytical method of the study, all the constituent ele-
ments of the economic and organizational founda-
tions of digital technologies in the banking sector
were analyzed separately. Within the methodology
framework used, data for the strategic pandemic
and post-pandemic period from 2021 to 2022 were
used. The graphical representation of the general-
ized data made it possible to reflect the dynamics
of the development of this industry.

The analytical method allowed to form a
comprehensive vision of the current state of the
application of digital technologies in the banking
sector of the Republic of Kazakhstan. Based on the
applied methodology, a scientific justification was
given for the current stage of the formation and de-
velopment of digital technologies in the country’s
financial industry.

The tasks set out in the article were solved
by analyzing the structure and dynamics, methods
of financial analysis. In the course of the study,
a score, index method was applied. To assess the
penetration of digital technologies into banking,
data from Kaspi.kz research as of 2022 were an-
alyzed.

Strengthening the role of the state in the tran-
sition of the country to a digital model of develop-
ment will require a detailed analysis of the existing
problems and results achieved in the priority areas
for the population of Kazakhstan, because the im-
portance of digitalization processes for socio-eco-
nomic development of Kazakhstan and the simul-
taneous presence of problems in this area, limit the
effectiveness of the country’s transition to a digital
economy and emphasize the relevance of the topic
of research.

The study used a panel approach that allowed
analyzing data on various banks and periods. Panel
data provided an opportunity to take into account
and evaluate the dynamics of digital technology
development in the banking sector over several
years. To do this, data was collected from various
sources, including statistical reports, financial re-
ports of banks, data from fintech startups and other
relevant sources.

The data sample included both large and me-
dium-sized and small banks represented in the mar-
ket of the Republic of Kazakhstan. This approach
made it possible to cover a variety of models and
strategies for using digital technologies in bank-
ing. To form the sample, factors such as the size of
banks’ assets, their market share, geographical dis-
tribution and other characteristics that may affect
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the effectiveness of digital technology implemen-
tation were considered.

Panel data analysis was carried out using var-
ious methods. In particular, statistical analysis was
applied to identify the links and dependencies be-
tween the use of digital technologies and banking
performance indicators. Financial analysis meth-
ods were also used to assess the impact of digital
technologies on financial stability, profitability and
other key indicators of banks.

An extensive sample of data covering sev-
eral years was used to obtain reliable results for
the study. The data were collected considering the
period, including the strategic and post-pandemic
periods from 2021 to 2022.

Results and discussion

Financial innovations in the banking sector
include the following technological components:

- cloud technologies and big data (Bigdata).
Cloud technologies provide access to data without
installing special applications on the device, which
allows banks to offer their products anywhere in
the world by centralizing the service on the net-
work. Big data, in turn, provides customers with
personalized, targeted offers based on the analysis
of heterogeneous and rapidly incoming digital in-
formation, the sources of which are the Internet,
corporate document archives, readings from sen-
sors, devices, etc.;

- API (Application Programming Interface,
i.e. application programming interface, application
programming interface), integrated into customer
interaction systems. An API is a set of predefined
classes, procedures, functions, structures, and con-
stants provided by an application, service, or oper-
ating system for use in external software products.

+52% +58% YoY
YoY GMV
+51% YoY +63% YoY
Revenue Revenue
+51% YoY +59% YoY
Net Net Income

- social media and mobile communication
with particular applications. The integration of
the banking business with social networks makes
it possible to obtain information about customer
preferences in order to use it when offering new
financial products, establish trusting relationships
with each bank customer, and accelerate the imple-
mentation of blockchain technologies in customer
relationships. Examples of successful implementa-
tion of such relationships in retail are Amazon, in
banking - Deutsche Bank.

The COVID-19 epidemic contributed to the
acceleration of the digitalization of the banking
system, gave an additional incentive to increase the
level of use of innovative financial technologies by
customers, which significantly simplifies customer
access to information about various banking ser-
vices and products; facilitate the transition from
one bank to another, in general, develop interbank
competition.

In recent years, the demand for digitalization
of the activities of banks in Kazakhstan has in-
creased, related to the provision of remote services
and the creation of compelling digital infrastruc-
ture.

During the coronavirus pandemic, banks had
to switch to remote interaction channels with cus-
tomers. Currently, banks that have captured the
maximum allowable space for communication
with customers and providing quality service have
gained a competitive advantage.

Amidst ongoing uncertainty around the
world, Kaspi.kz, Super App business model keeps
delivering fast and profitable growth (Figure 1).

Consolidated

+30% YoY
TFV
+28% YoY +39% YoY
Revenue Revenue
+5% YoY +30% YoY
Net Net

Figure 1 - Kaspi.Katz’s Super App model keeps delivering growth

Source: compiled by authors
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The underlying growth drivers of business re-
main strong. Merchant onboarding to Kaspi Pay,
m-Commerce and e-Commerce increased 126%
year-over-year to reach 413K active merchants.
Average monthly transactions per active consum-
er reached 58 per month, with revenue-generating
payment transactions (RTPV) and Marketplace
purchases up 53% and 76% year-over-year, respec-
tively, during the third quarter. With the relevance
of our Super App to consumers and merchants con-
tinuing to increase, we are well-positioned to deliv-
er fast growth into 2023. Having reached 57% of
net income in the first nine months, we expect our
Payments and Marketplace Platforms to continue
contributing to a growing share of future profits.

KZT 600/GDR dividend recommended, sub-
ject to shareholder approval Two GDR buyback
programs completed YTD, worth $51M and $45M,
respectively. New GDR buyback program of up to
USD 100M.

In the first half of 2022, we deliberately took
a more cautious approach to Total Finance Value
(TFV) origination. However, in the third quarter,
we once again pushed down on the accelerator,
growing origination by 30% year-over-year. Accel-
erating TFV momentum and improving risk in the
final quarter of this year puts our Fintech Platform
in great shape to deliver faster net income growth
next year.

At a time when many leading internet tech-
nology companies worldwide are lowering their
earnings expectations, we are pleased to increase
our guidance once again. Stark proves just how
powerful our Super App strategy is and that the
Kaspi.kz team knows how to deliver.

Payments and Marketplace 57% of net in-
come in 9M22 Payments Marketplace Fintech
High growth, high margin Payments and Market-
place driving profits (Figure 2).

IvM’21 = 50 9M’22 =~ 57%
Pavments o Marketplace Fintech

Figure 2 - High margin Payments and Marketplace

Source: compiled by authors

In our Payments Platform, we expect high-
er RTPV growth of above 50% year-over-year in
2022. In Marketplace, the success of Juma leads
us to expect a higher, above 8% take rate and in
our Fintech Platform, superior loan quality leads
us to upgrade our cost of risk assumption to below
2%. Taking this all together that we’re upgrading
our 2022 Kaspi.kz consolidated adj. net income
growth guidance to above 30% year-over-year. As
we inevitably start to think about what 2023 holds,
Kaspi.kz strategy remains unchanged. We were
innovative in developing products and services

that improve the everyday lives of our large and
engaged user base. Kaspi Pay and Kaspi Travel are
good recent examples of how this creates real val-
ue for all our stakeholders.

In 2023 we will add package holidays, an ap-
proximately $1 billion market opportunity, with
highly attractive economics. Over the same peri-
od, Kaspi Pay has become the payment platform
of choice for consumers and merchants in Kazakh-
stan. B2B Payments are a natural evolution and an-
other massive opportunity for us. B2B is already
up to 3% of RTPV in a short period, which given
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the absolute scale of our payments volume is a sig-
nificant achievement. e-Grocery continues to scale
at a phenomenal rate and can be transformative to
our relationship with consumers over the next cou-
ple of years. All in all, we’re on track for a good
2022 and are as upbeat about our mid-term growth

Bill Pavments

B2B Pavments

3Q21

outlook. As is now the custom, we will provide
detailed 2023 KPIs and financial guidance at our
full-year 2022 results, early next year. Subject to
shareholder approval.

Kaspi QR and Card transactions accounted
for 76% of RTPV (Figure 3).

P2P Payments
Kaspi QR & Card Transactions

RTVP breakdown

3Q'22

Figure 3 - Kaspi QR and Card transactions

Source: compiled by authors

A large merchant base creates more mone-
tization opportunities. Kaspi QR now, next B2B.
This follows a dividend payment of KZT500/GDR
based on our second-quarter financials. While we
will always prioritize investments in growth, in the
event of excess capital we will return this to our
shareholders.

Nothing has changed in terms of our long-
term approach to capital allocation. We will also

First and Second Payment Default
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keep taking steps to narrow the valuation discount
upon which our GDR’s trade. In April 2022 we
started to buy back our GDRs and although stock
liquidity has been a constraint, we have completed
two buyback programs (Figure 4), worth $51 mil-
lion and $45 million respectively.

Delinquency Rate

%
ORNWRUNIOINOO

Figure 4 - Buyback programs

Source: compiled by authors
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Board has once again allocated up to $100
million for a new 4-month buyback program. Giv-
en our valuation and growth outlook, we believe
buybacks have the potential to be substantial earn-
ings and dividend accretive over the medium term.
As we have said multiple times before, we remain
committed to taking steps to ensure Kaspikz is
listed on the most appropriate exchange. Admit-
tedly the timing of this event is difficult to predict
but hopefully, market conditions will be right in
2023. Kaspi.kz is at the forefront of the new digital
revolution, redefined by Super Apps. The combi-
nation of our scale with consumers and merchants,
reinforced by our Super App strategy, puts us in
a completely unique position to capture the multi-
year structural growth opportunity offered by dig-
italization in Kazakhstan and over time across the
broader region.

Conclusion

Thus, the processes of digitalization of the
economy most actively affect both all financial and
credit institutions in general and the activities of
banks in particular, which determines the tasks of a
qualitative rethinking of the consequences of intro-
ducing banking innovations, manifested in the cre-
ation of modern banking technologies and innova-
tive banking infrastructure. The noted data mediate
the need to form a theoretical and methodological
basis for studying the development of banking in-
novations in the digital economy.

Data and technology-driven risk manage-
ment. We now expect Cost of Risk to be below
2.0% in 2022. Previous guidance was around 2%.
The economic content of the heuristic model lies
in the possibility of assessing the empirical verifi-
cation of the consequences of introducing elements
of a cross-channel banking infrastructure into the
activities of a credit institution. The foregoing
makes it possible to argue that the introduction
and development of a cross-channel banking infra-
structure actualizes and accelerates the transition
of the banking sector to advanced technologies to
ensure regular control and make timely and effec-
tive management decisions.
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