®IHAHCW, TPOLLIOBWW OBIT TA KPEOUT

nigxoay OO BMU3HA4YE€HHS WNOro CYTHOCTI, PO3yMiHHA BiAMIHHOCTEN Bif IHWMX BMAIB (PIHAHCOBOro KOHTPOIIO.
MpoOoBXyoUM HayKOBUI MOLUYK, OOLINbHO 30CEepeauTucs Ha NpunomMax BUKOPUCTAHHS Ka3HA4YeNCbKOro KOHTPOO
SIK MPaKTUYHOrO iIHCTPYMEHTapito 3abe3neveHHs1 epeKkTUBHOIO ynpaBniHHA GIOIKETHUMK KOLLTaMMU.
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OLIEHKA 3®®EKTUBHOCTU IPO BAHKA ACTAHDI

Huukacosa 10.0.

lMpedmemom uccriedoeaHus A6719€mcs OueHKa 3¢hgheKmu8HOCMU UCMOIb308aHUS Mep8uYHO20 MybrIuyHoO20

pasmewieHuss akyuli, Kak UuHcmpymeHma oHO08020 pbiHKa, Onsl Mpue/eYeHUs Karnumarsa Ha YyCcriogusix
beccpoyHocmu u 6e3eo38pamHoOCMU.

Llenbto uccnedogaHusi s8risemcsi aHaau3 rnpakmu4yeckoeo orbima nepeuyHo2o mybriuyHo20 pasMeuwleHust
akyuli Ha npumepe baHka AcmaHbl, KOMOPbIU MOXem S81SMbCA MUIOMHbBIM NPOeKmMom 07l pacuupeHus
npakmuku 8oseeo20 huHaHCO8020 UHCMpPYMEHmMa Ha HauyuoHaribHOM hoHA08OM pbiHKe KasaxcmaHa.

MemoO0si: amniupuyeckuli u meopemuyeckue Memodhbl, 8 MOM YUCs1e IKOHOMUYecKoe HabrrodeHue, aHanus u
CUHMe3, MemoObl 2pynnUPOBKU U CpagHeHuUs!, MemoObl (hUHAHCO8020 aHasu3a, CUCMeMHbIU M00X00 K A6IeHUSIM
u poyeccam, Mamemamu4eckoe ModesnupogaHuUe U rpo2Ho3upos8aHue, cmamucmu4eckul aHanus.
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Pesynbmamel pabomsi: cmpykmypuposgaHs! uenu IPO, npedcmasneHbl 8HEWHUE U 8HYMpPeHHUE (hakmopsbl,
oKasblearowjue 8MusHUe Ha ycrnewHocmb [epeuyHoeo Mybnu4yHoz20 pasMmeweHus akyud. HoeusHol
uccriedosaHus U pesynbmamom pabomel sersiemcs Mampuua Kpumepues achpekmusHocmu IPO, a makxe ee
anpobauusi Ha npumepe oueHkuU IPO baHka AcmaHsbl.

Obnacmb npumeHeHuUsi pe3ynbmamos: ®akmopbl 6HewHel U 6HympeHHel cpedbi Mo2ym bbimb
UCrionb308aHbl MEHEOXMEHMOM KOMIMaHuU, riaHupyrouweld pasMeweHue akuuli Orisd WUPOKO20 Kpyaa
uHeecmopos, kak check-list eomosHocmu komnaruu k IPO u ebibopa Haubosiee nodxodsweao momeHma 0Orns
nucmuHea Ha ¢hoHOoeoU 6upxe. Mampuua Kpumepuee OUeHKU 3ghhekmusHocmuU peKkomMeHOyemcs Ons
KoHmponsa e npouecce rnnaHuposaHusi IPO, a makxe u nposepku GoCMUXeHUsI UesiesbiX pe3ysibmamos
aKyuoHepamu U MeHedXXMeHmMoM amMumeHma 8o epems u nocne 1PO.

Bbigodbi: Hamu OaHa nonoxumernbHas oueHka aghgpekmusHocmu PO baHka AcmaHbl, MOCKOSbKY 10
bos1bLWUHCMBY Kpumepuea OUEeHKU roJTy4eH MosoxumerbHbil pesyrnsmam. O0Hako, 0511 COXpaHeHUs1 uHmepeca
uHeecmopo8 U pocma KoOmupoeoK aKkuuli baHKy Heobxodumo He morbKo fnocredoeamesibHo docmueaameb
gusuyeckux rnokaszamersnel cmpameauu pocma, Ho U obecriequsams pocm doxoOHocmu 6usHeca. [ns opyaux
3auHmepecosaHHbIX CMOPOH (2ocydapcmea, ompacsu, UH8ecmopos) 0aHHbIU OMfbim S6/19emcs no3uUmueHbIM
rnpumepom oOusepcuchukayuu UCMOYHUKO8 (hUHAHCUPOBaHUS, y8e/lUYEeHUs aKUUOHEepHO20 Karumasa 4Yepe3
donegoli UHCMpPyMeHM HauUuoOHa lbHo20 hOHO08020 pbiHKa KasaxcmaHa.

Knroyeenie crioga: nepsuyHoe rybrudyHoOe pasmMeweHue akyul, kanumars, akuus, uyeHa pa3MeweHus,
rpednochInKU, Kpumepuu 3ghghekmueHocmu.

ESTIMATION OF THE IPO EFFICIENCY OF ASTANA BANK

Y. Nichkassova

The subject of the research is to assess the efficiency of shares’ initial public offering as an instrument of the
stock market in order to raise capital on terms of continuity and irrevocability.

The research aims at analysis of the practical experience of the initial public offering of shares based on the
Astana Bank as a pilot project to expand the practice of equity financial instruments on the national stock market
of Kazakhstan.

Methods: empirical and theoretical methods, including economic observation, analysis and synthesis, grouping
and comparison techniques, methods of financial analysis, system approach to phenomena and processes,
mathematical modelling and forecasting, statistical analysis.

Deliverables: IPO’s objectives are structured and external and internal factors contributing to the success of
the initial public offering of shares are available. The research novelty is presented in the kind of a matrix of IPO
efficiency criteria and its validation using the example of the IPO of the Astana Bank.

Scope of the results: External and internal factors can be used by the management of a company that has a
vision of placement of shares for a wider investors’ community, such as a check-list of the company's readiness
for an IPO and the choice of the most appropriate time for listing on the stock exchange. The evaluation matrix of
the efficiency criteria is recommended by shareholders and management of the issuers, as well as for verification
of target results in and post IPO planning process.

Conclusion: We concluded that the IPO carried out by the Astana Bank was successful and efficient since the
majority of evaluation criteria received a positive result. However, to maintain investors’ interest and to increase
the shares’ quotation, the bank needs not only consistently achieve physical indicators of the growth strategy, but
also to ensure the growth of the business profitability. For other stakeholders (state, bank industry, investors), this
experience is but a positive example of diversified funding sources, increased share capital through equity
instruments of the national stock market of Kazakhstan.

Keywords: an initial public offering, equity, share, offering price, prerequisites, efficiency criteria.

JEL D53, E22, G24, G34

Introduction. Historically, the banking system is at the heart of the financial market of Kazakhstan. However, the
financial crisis affected its sustainability which led to deterioration of the indicators of banks and their ability to finance
the needs of the economy. In the pursuit of the tasks of economic growth, in 2017 the state allocated $ 6.7 billion for
the improvement of the banking system through the Fund for Problem Assets. The National Bank formed the Program
of subordinated loans, and also demanded from shareholders of banks to capitalise at their own expense.

Banks solved this problem mainly through a debt financial instrument such, as bonds. However, one of the
most striking events in 2017 was the initial public offering of shares in the Astana Bank. The study of this experience
is relevant in the context of as minimum two decisions such as the strategic placement of the initial public offering of
shares on national (Kazakhstan) and regional (Russia) stock markets, as well as the achieving strategic development
and financial stability in the period of active growth.

The extent of research of the problem: the theoretical and practical aspects of the initial public offering of shares
have been explored by foreign (M. Lewis, S. Vismara, J. Cao, R. Gedders, F.Lipman, F. Espinasse, G. Gregoriou) as
well as national scientists and practitioners V. Ivanov, T. Blokhina, G. Beloglazova, A. Mogin, A. Lukashov, |. Klyushnev
and others). It should be noted that the best contributors to actual recommendations are those involved in the IPO
process with engagement of investment banks, audit and legal consulting companies such as Ernst & Yang, KPMG,
Deloitte, PricewaterhouseCoopers, Citi, Morgan Stanley, Goldman Sachs and Deutsche Bank.
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The subject of the research is: the experience of raising capital regarding continuity and irrevocability by means
of the stock market mechanism: the initial public offering of shares.

The purpose of the research is: to analyse the practical experience of initial public offering on the example of
the Astana Bank as a pilot project to expand the practice of an equity financial instrument on the national stock market
and evaluate its success based on criteria for achieving IPO goals.

The Research objectives: based on a review of theoretical and practical scientific economic literature, identify
critical characteristics of the effectiveness of IPOs, analyze the primary and secondary placement of Bank Astana
shares by a group of criteria and form recommendations for potential participants in the IPO of Kazakhstan and equity
markets of the Eurasian Economic Area.

Methods: empirical and theoretical methods, including economic observation, analysis and synthesis,
observation, grouping and comparison techniques, financial analysis methods, system approach to phenomena and
processes, mathematical modelling and forecasting, statistical analysis. These approaches allow us to formalize the
most significant features of the subject of research.

Statement of the problem: The Kazakhstan stock market saw the transformation of the institutional structure.
Amid intensified activities on the part of professional participants of the financial market, the Kazakhstan Stock
Exchange as a key mediator has demonstrated the growth of performance indicators and the achievement of
strategic objectives. However, the analysis of the scope and structure of trading allows us to conclude that the bulk
of the stock market does not match the size of the economy. Also, low activity of issuers testifies to the lack of
experience and knowledge in the field of application of the instrument of the public offering of shares.

Scope: In this regard, the use of this instrument allows us to tap the potential of the national stock market,
activate domestic investment and have a positive synergistic effect for four categories of components of the financial
market system: the state, issuers, the stock market professional participants and retail investors. In this regard, the
expansion of the IPO practice is relevant and in high demand for the Kazakhstan stock market.

The results of the research.

1. The objectives of the IPO.

Analysis of economic literature [14,15,16,17,18,19] indicates a sufficiently wide variety of goals that can be reached
by this tool. Table 1 shows the grouping of targets by the importance of the tasks being solved, as well as by types of
management tasks too. The primary objectives pursue the solution of strategic functions of positioning, development of
the company in the market (external goals) and their provision with sources of financing (internal goals). Synthesis of these
goals ensures sustainable growth of the company. There are additional objectives like a set of goals that are achieved in
the process of solving the main tasks and are additional benefits for the issuer from the IPO.

At the same time, it should be noted that the choice of goals depends on the size and the stage of the
company's lifecycle. As a rule, a large company decides to enter the IPO at the maturity stage, having a solid credit
history and shares listed on the national stock exchange. In this case, the purpose of an IPO is to become a listing
on a foreign site in order to fix profit by the owners or to obtain a financial resource for acquisitions in the market. For
young but fast-growing companies with turnover up to $ 100 million per year, as a rule, the goal is to restructure the
borrowed capital or obtain financing for the investment program, usually on the local or foreign market

2. The brief description of the Astana Bank.

The history of the establishment of the Astana Bank begins with the name of JSC «Bank Astana Finance» in
2008. Subsequently, the bank was renamed the Astana Bank. In the system of second-tier banks by the size of
assets, the Astana Bank is ranked 16th out of 32 with assets for 340 billion tenge or about 1.4% of the assets of the
banking system. In Table 1, we proposed a grouping of banks by its asset size: system-forming - too big to fall, large,
medium and small banks. According to this group, the Astana Bank belongs to the category of medium-sized banks
with assets of more than $ 1 billion.

Table 1. Grouping of Kazakhstan's second-tier banks by asset size

Total |[System-Forming Large Medium Small
t‘é:]og“ep'”g by size of assets, bin - 5100,0-1 000,0 | 999,0-500,0 | 499,0-250,0 249,0-5,0
The amount of assets inthe group, |, 55951 179485 28620 19285 1481,6
bin tenge
The share of the group's assets in 100% 74% 120 8% 6%
the assets of the second-tier banks
The number of banks 32 8 4 5 15
The share of bank assets in total i 20-5,1% 4.9-2.5% 2.4-1,4% Less 1,4%
assets

Halyk Bank, Astana
The examples of the second level Kazkommerzbank EuBrZQil;rlfggﬁk Bank, Home Credit bank,
P - ATF Bank, ”» | Alfa Bank, VTB, Eximbank
banks Citibank
Tsesnabank Kazakhstan Nur Bank, Kazakhstan
Sberbank Altyn Bank

Source: author's own development based on data [10]
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The Bank plans to become a leader in the field of service, quality and innovation, as well as to take a leading
position in the area of mobile banking technologies [7]. The bank's strategy is aimed at overcoming the stereotypes
of banking services and innovation, scaling, issuing co-branded card products (Warner Bros., Wargamer), launching
Light-office (front-office application for servicing individuals and entities on the Internet banking platform), profitable
cash-back and CRM (client relationship management). At the heart of this vision is a unique business model that
involves the active use of financial technologies as a driver of business growth: the development of remote access
to bank services. For the implementation of the digital banking strategy, the Astana Bank was named the best digital
bank by the version of Global Finance magazine [3].

In the period from 2013 to 2017, the bank's assets increased by 577%, equity capital - by 400%, the number
of issued bank cards amounted to 300 000, which indicates the intensive development of the bank.

Table 2 presents key indicators of the bank and reporting data on the achievement of the 2020 strategic goals.

3. External and internal factors of IPO success.

Analysis of bibliographic sources [16, 20, 21] allowed us to present a set of external and internal factors, which in their
totality are a system tool (roadmap) for assessing the company's management of the potential for success on an IPO.

Table 2. Key indicators of the development strategy of the Astana Bank until 2020

Indicators 2016 2017 2018 2019
Number of card holders, people 155 415 500 000 1 000 000 1 500 000
Number of clients, people 72 329 310 000 655 000 967 500
Market share of cards 0,2% 1,25% 4,36% 8,16%
Mobile banking users, people 72 000 250 000 500 000 1 000 000
Market share of mobile services 6% 11% 22% 34%

Sourse: The Investment Memorandum of Astana Bank [7].

3.1. Characteristics of the external market background IPO of the Astana Bank.

Macroeconomic indicators of Kazakhstan in 2017 were characterised by upward trends during the year, against the
backdrop of a favourable situation on world commodity markets. GDP growth was noted, and the inflation rate slowed
down to the level of target values of 6-8%. There was a stabilisation of the national currency as well as the reduction in the
National Bank's base rate from 12 to 10.5%. The processes of de-dollarisation of the economy took place as well.

Among the positive sectoral factors can be attributed: the creation of conditions for the functioning of the non-
performed loans market; for the period until 2027, tax preferences were granted for the transfer of non-performing
assets to subsidiaries; fixed direct limits on the size of non-performing loans in the amount of 10% of the loan portfolio.
The program to improve the financial stability of the banking sector, provides for the additional capitalization of 5
banks to the amount of 650 billion tenge. The rehabilitation of Kazkommertsbank and its inclusion in the Halyk Group
have been completed. External factors that put pressure on the banking sector were: increased regulatory
requirements, digitalisation and information technology.

Regarding the market situation of the IPO, we believe it is possible to note the insignificant volume of placements
of Kazakhstan companies on the national stock exchange. Only 7 IPOs of national companies took place between 2012
and 2017 are shown in table 4. The total amount of attracted capital was about $ 335 million, including the most significant
placements were two «People's IPO» - «Kaztransoil» ($ 185.2 million) and KEGOC ($ 72.26 million).

In general, we positively assess the environmental and market conditions, as well as the willingness of investors to
participate in the IPO to diversify the investment portfolio by types of instruments and industries. Astana Bank became the
first representative of the financial sector to offer shares to a wide range of investors on the national stock market.

3.2. Evaluation of internal factors of the success of the IPO of the Astana Bank.

As part of our study, we analysed and evaluated the factors that are in the area of responsibility of the Astana
Bank. As was shown above, the bank has a clear strategy for the company's development for the period until 2020.
Key indicators characterise high and stable growth rates of physical volumes of business. The Bank is working to
create a competitive financial service with unique advantages: using modern financial technologies and rapid
transformation of the business model by the requirements of customers.

As for the sales market, the bank's operations are carried out on the territory of the Republic of Kazakhstan
with a population of 18,1 million people, including economically active people of more than 50%, an average age of
31,6 years. Therefore, reaching the goal of 1,5 million of card users is quite realistic.

Brand recognition: We positively assess the brand recognition of the Astana Bank in the financial services
market of Kazakhstan. The bank positions itself as an intermediary of the new generation. Annually, a marketing
strategy is being developed, aimed at promoting several flagship products to target customers.

Position on the market: To achieve a stable status, the Astana Bank has adopted a strategy to win the share
of the mobile banking market. In turn, the consequence of this strategy is a lack of financial resources and imbalance
in development, which leads to a deterioration in financial performance and has a negative impact on investors'
assessment of the company's development prospects and share price forecasts.

The profitability is equal to or higher than the industry average: the statistical indicators of the net interest
margin of the Astana Bank, presented in Table 3, demonstrate positive dynamics and the excess of the industry
average indices. However, in general, the indicator is insignificant.
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Table 3. Dynamics of net interest margin,%

01.01.2017 01.04.2017 01.07.2017 01.10.2017 01.01.2018
Astana Bank 4,18 4,32 4,34 6,49 5,56
Industry 4,79 4,61 4,48 517 5,09

Sourse: The National Bank of the Respublic of Kasakhstan [10].

Modern management organisation, an effective system of management and process control. The
organizational structure of the bank is based on a linear-functional type and includes: a Board of 6 directors, including
5 independent directors, the Management Board of the bank consisting of the Chairman and three Managing
Directors, as well as the Assets and Liabilities Committee, the Credit Committee, the Strategic Planning Committee,
personnel, audit, risk management and internal control.

The system of internal control is regulated as a set of policies, procedures and business processes, standards
of conduct and actions of bank employees that promote efficient and rational activities that allow the bank to respond
to significant risks in the achievement of the bank’s objectives. Consists of three lines of protection:

* The First line: internal control of department heads;

» The Second line: control by risk management units, compliance control, legal department and other units
with control functions.

 The third line is provided by the internal audit department, which provides a reasonable and independent
assessment of the effectiveness of the risk management and internal control systems. The Bank adopted the
Corporate Governance Code and the Internal Control Policy [4].

Reliability and availability of financial reporting, compliance with IFRS. The Astana Bank has been publishing
financial statements on the bank's website since 2009, giving investors an open access opportunity [7]. The website
of the Kazakhstan Stock Exchange also publishes significant facts of the company's activities, changes in the
composition of shareholders and the Board of Directors, audit reports, annual and quarterly reports prepared in
accordance with IFRS. Compliance reporting to IFRS standards is confirmed by auditing companies BDO and KPMG.

Transparent legal structure of the company. The structure of the Astana Bank includes eight subsidiaries in the regions.

The reputation of a trustworthy borrower. The bank has a successful credit history using subordinated loan
instruments and bonds. Before the initial public offering of shares, the bank implemented two bond programs. During
the placement period, the bank sold bonds with subsequent redemption in the short term, using bonds as a short-
term liquidity instrument. At the date of IPO, there were no bonds in circulation [6].

Rating: The international rating agency Fitch Ratings 06.04.2017assigned a long-term credit rating «B-» with
a forecast - «Stable» [7].

Correspondence of the size of the company, the period of its life cycle with the goals of the IPO training costs.
Astana Bank is a medium-sized company that is in the period of active growth. The consolidated purpose of the IPO
was to attract financing to ensure rapid growth and maintain financial stability. The cost of raising capital was 12.9%,
which corresponds to the average IPO cost [5].

The personal involvement of senior management in the process of preparing for an IPO: as it follows from
press releases and quarterly conference calls with investors; personal responsibility is present.

Project team: Auditors: KPMG Audit LLP, BDO (Kazakhstan). The functions of the underwriter, market maker, ensuring
high-quality placement, increasing the liquidity of shares, seeking investors in the market of Kazakhstan and Russia,
supporting supply and demand, smoothing price fluctuations, as well as monitoring compliance with the targeted use of funds
were assigned to JSC «Freedom Finance» - an investment company, providing brokerage services, trust management of
securities and access to stock markets of Kazakhstan, Russia, the USA. The company takes an active position in the stock
market of Kazakhstan [11]. The company is a market-maker for 12 securities on KASE and the organiser of the IPO of BAST
and AZM companies. As a rule, it is a member of the shareholders of the companies that it displays on an IPO.

4. Targets, IPO parameters and shareholder structure.

According to the Chairman of the Board of the Astana Bank I. Mailibayev, the withdrawal of the Astana Bank
on the IPO is a logically verified decision and it demonstrates the bank's desire for further growth and strengthening
of the positions it has developed. Table 4 presents the strategic and financial objectives of the initial public offering
of shares of the Astana Bank.

Table 4. The goals of the IPO of the Astana Bank
Strategic:

Further development of banking products;
Improvement of the information technology infrastructure;

Financial:

Increase of share capital through an IPO instrument;
Diversification of sources of financing;

Maintaining a sustainable image of a transparent
financial institution;

The growth of the customer base;

Investing in the current infrastructure of the bank for the
development of an innovative product line;

Growth and strengthening of the bank's market positions;
Source: own development based on data [7,8].

Improvement of financial indicators;

Improving the indicators of prudential standards
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Planned and actual IPO parameters are presented in Table 5. Initially, 2 173 914 shares were offered for
placement at a price of 1,150 tenge per share. At the time of the end of the collection of applications, 1,831
applications were submitted to the trade system of the KASE, of which 1,806 applications for the purchase of
6,564,919 shares were recognised as active. The total demand for subscription reached 7,549.7 million tenge and
exceeded supply by 1.2 times. Demand from brokerage companies amounted to 231.2 million tenge (3.1% of total
demand), from other legal entities - 325.3 million tenge (4.3%), on the part of individuals - 6,993.1 million tenge
(92.6%). Totally 13 members of KASE's stock market took part in the placement [12].

In total, according to the results of the subscription, 1,798 transactions were concluded for 5,652,174 shares
for a total of 6,500,000 100 tenge. The demand of investors was satisfied by 86%.

Table 5. Planned and actual parameters of the IPO of the Astana Bank

Placement parameters Planned Actuall
Indicative price, tenge: 1150 1150
Target price in 12 months, tenge: 1461 (+ 27%)
Long-term potential +38%
Placed shares before IPO 29 733 800
The additional issue, pieces 3879 045 | 7 393 305
Repurchased by the shareholder, pieces 1741131
The amount of capital, paid by investors, tenge 2 000 000 001
Placed on an IPO, pieces 2137914 5652174
Placed shares after IPO, pieces 33612 845 37127 105
The volume of placement, tenge 2 500 000 000 6 500 000 100
Free-float after IPO 6,5% 15,2%
Sourse: author's development based on [2,7,12].

Table 6 presents the current composition of the bank's shareholders and their shares.
Table 6. Shareholder structure of the Astana Bank
Shareholder structure: Number of shares Share
Individual, large shareholder 18 903 994 52,39%
Central Securities Depository JSC (nominal holder) 3061 835 8,49%
JSC «Freedom Finance» 2173762 6,02%
Total paid 24 139 591 66,9%
Bought by the bank for the subsequent SPO 2 881 835
Placed and paid for 36 081 627 100%
Announced shares of 100 000 000

Source: author’s elaboration based on [2,4,8]

5. Criteria for the effectiveness of the conducted IPO.

The review of the economic literature [16,18,19,20] allowed to identify several significant criteria for the
effectiveness of IPOs. Based on these criteria, we evaluated the success of the IPO of the Astana Bank.

Criterion 1. Establishment of a price acceptable for the issuer for shares with the lowest amount of
undervaluation. We have only indirect evidence of the acceptability of the offering price on the IPO at 1,150 tenge.
Within the framework of the bank's development strategy, improvement of capital adequacy indicators and its
resistance to risk absorption, 2 billion tenge was raised from a shareholder who used the right of pre-emption of
shares. Since the purchase of these shares (1,741,131 shares) was also carried out at a price of 1,150 tenge, we
believe that the price was determined by the smallest amount of undervaluation. The result is positive.

Criterion 2. Full subscription or over-subscription to the shares of the company, which indicates the interest
and conviction of investors in the growth of the value of shares (according to experts, a good sign is over-subscription
in 2.5-3 times). As follows from the results of the placement of shares of the Astana Bank, due to the high interest of
investors, the initial offer of shares was increased 2.6 times, the volume of raised capital rose from 2.5 billion to 6.5
billion tenge, which at the exchange rate at the date of placement is $ 19.2 million. The result is positive.

Criterion 3. Getting capital in the required amount. The planned volume of money through IPO placement was
to be 2.5 billion tenge, in fact, 6.5 billion tenge or 2.6 times higher than the projected size of the funds raised for IPO,
5.3 billion tenge were directed to replenish the authorised capital of the bank. The rest, according to the cash flow
statement, for the purchase of fixed assets and intangible assets. The result is positive.

Criterion 4. Evaluation of the company by the market after the IPO. Excess of quotations of the company's
shares over quotes of placement and quotations of the stock market index. The share price on June 29, 2017, as of
the date of the IPO issue was 1,150 tenge. On March 5, 2018, the cost of one share of the Astana Bank is 1,175.58
tenge, the growth of quotations: + 2.2%. Over the same period, the index of the Kazakhstan Stock Exchange
increased from 1600 to 2390 or + 49.4% [8].
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The placement price should not differ from the market price of the company in 30 days after placement by
more than 20% [16, p.272]. 30 days after placement, the value of the bank's shares was quoted in the corridor from
1,140 to 1,180 tenge (+/- 3%). However, in the future, the dynamics of quotations did not show forward movement
upwards. So, for example, on October 23, 2017, having reached a peak value of 1297 tenge or + 12.8% of the
placement price, the price dropped to the level of 1220 tenge. On November 30, 2017, the price rose to the level of
1298, which indicates a high level of investors' expectations for SPO on the Moscow Stock Exchange, which was
held on December 11 with a price of 233 rubles per share.

However, during 2018 we observe a gradual decrease in the value of shares on KASE and MOEX (Chart 1
and 2), which reflects investor sentiment regarding the prospects of achieving the strategic goals of the Astana Bank
and its financial position. On February 19, 2018, the cost of 1 share of the Astana Bank on MOEX [9] fell to 207
rubles or of 12.5%. A similar situation is observed in quotations at KASE: the current value of shares on March 7,
2018, is 1,182 tenge - a decrease of 9.8% of the maximum price. Compared to the offering price, growth was only
2.7%. Capitalization: the total market value of the company's shares - 42,412.15 million tenge ($ 131.94 million) is
calculated by 36,081,627 issued and paid-up shares. The result is negative.

Chart 1. Stock quotes of the Astana Bank Chart 2. Stock quotes of the Astana Bank shares
shares on the Kazakhstan Stock Exchange on the Moscow Stock Exchange
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Criterion 5. The relative price of the company in terms of the indicator (EV / EBIDTA or P / E) 30 days after the
IPO should be equal to or higher than the price of similar companies from similar industries [16, p.272]. To calculate
the «price-earnings», which shows - for how many years the company's profit will cover the cost of buying its shares,
the financial statements of the Astana Bank and the Halyk Bank of Kazakhstan were used. The choice for comparison
is because banks that are in the same group as the Astana Bank: Alfa Bank and Altyn Bank are not participants in
the stock market, Nurbank and Qazaq banki, being issuers, do not have real market quotations of shares.

Comparing the figures presented in Table 7, we note a decrease in the profitability per 1 share by a factor of
2 and, in general, a very low P/E of 100 or more years. In terms of return on investment, the shares of the Astana
Bank are not an attractive asset for investors in comparison with shares of the Halyk Bank. We believe that these
results are reflected in the reduction of quotations of the value of shares of Bank Astana, since December 2017. The
result is negative.

Table 7. Comparative analysis of relative profitability indicators

Share price Earnings per share (EPS) P/E
1.07.2017 1.10.2017 1.07.2017 1.10.2017 1.07.2017 1.10.2017
Astana Bank 1150 1200 11,04 5,2 104,1 229,5
Halyk Bank 72,8 80,0 7,2 12,31 10,2 6,5

Source: author's calculations on the basis of reporting data of the Astana Bank and the Halyk Bank.

Criterion 6. The increase in liquidity of shares. Trades in the shares of the Astana Bank were opened on May 4,
2015, for the second category of securities, but there was no active share market for this type of equity paper. In June
2017, the Kazakhstan Stock Exchange (KASE) formed the list of shares of the first, second and third classes of liquidity
for June-July 2017 from the number of shares admitted to circulation on KASE. Shares of the Astana Bank were included
in the list of shares of the first class of liquidity with the position of 18 of 20 shares (the position is established in order of
decreasing liquidity ratio values). In August-September of 2017, the shares of the Astana Bank took the 8th position, in
February-March 2018 - the 6th position, which indicates an increase in the liquidity of the shares.

Starting from February 1, 2018, the shares of the Astana Bank were included in the representative list of shares
for calculation of KASE index: shares of the first class of liquidity, category standard, the primary platform [8]. Thus,
the fact of the IPO significantly influenced the growth of the liquidity of the bank's shares. The result is positive.
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Criterion 7. The improvement of financial condition. Table 8 presents the accounting data of the Astana Bank

for 2015-2017.

Table 8. Financial indicators of the Astana Bank Billion tenge

®IHAHCW, TPOLLOBWI OBIT TA KPEOUT

Indicators 01/01/2016 01/01/2017 01/07/2017 01/10/2017 01/01/2018

Assets 223,7 361,0 328,3 358,1 340,1
Change to previous period +76% +61% - +9,1% -5,8%
Loans 200,2 329,3 283,0 3144 2914
Change to previous period +82% +64,5% - +11,1% -7,3%
Equity 23,5 31,7 44 .4 43,7 48,7
Share capital 20,8 34,8 42,1 42,1 42,1
Loan portfolio 132 182 185 186,5 187
Deposits 145 296 252 262,0 282
Profit 1,508 1,72 0,34 0,16 1,56
Book value of shares H/A 1137 1278,9 1273 1 303,3

Source: the author's calculations based on the bank's accounting data.

In general, in 2015 and 2016, we see an active growth in assets and liabilities (+ 60-70%) compared to the
corresponding period last year. However, in 2017 the dynamics deteriorated. There is a decrease in the absolute values
of assets and liabilities. Total volumes of the bank's loan and deposit portfolios have not undergone any significant
changes. As for the quality of the loan portfolio, according to the data of the National Bank of the Republic of Kazakhstan
[10], as of January 1, 2017, the share of loans of the Astana Bank with a delay in payment is 15%, with the industry
average value of 12%, including overdue payments of more than 90 days - 4.03 % at an industry average of 6.02%. As
of January 1, 2018, their size is 21.64% and 14.64% respectively, and overdue for more than 90 days: 4.37% and 9%.
The level of provisions for these loans is 52%, with an industry average of 132%. The requirements of prudential
standards were observed by the bank. However, some of them (k2 and k4) are at the threshold value. Thus,
deterioration in the solvency of borrowers is the primary risk that affects the financial performance of the bank.

Despite the increase in net interest and operating income by half, due to the growth of impairment losses,
general administrative expenses, the absolute size of profitability decreased.

We see an increase in the book value of the shares by 14.5%. However, the ratio of market value (1268) to balance
sheet (1303.3) as of January 1, 2018 (price / book = 0.97<1) is less than 1, which can be explained by the market
uncertainty in the company's ability to generate profits and correlates with the results of Criterion 5. The result is negative.

Criterion 8. Improvement of capital structure and diversification of sources of financing. In general, there is a
tendency to increase the size of the bank's capital: from 23.5 to 48.7 billion tenge or almost twice in three years. The
total amount of money attracted by the Astana Bank in 2017 amounted to KZT 12.038 billion, of which KZT 7.3 billion
was directed to increase the size of the share capital: from 34.8 to 42.1 billion tenge. The improvement of its structure
also reflects the value of the ratio of liabilities to equity as one of the indicators of the financial stability of the business
model of the bank: a change from 9.6 for 2015 to 6.9 in 2017. The result is positive.

Criterion 9. Correspondence of the volume of the capital raised to the size of costs. According to our estimates,
on the basis of the bank's report and the conclusion of the auditing company BDO, the cost of conducting the IPO
amounted to about 1.3 hillion tenge, while the amount of attracted capital for IPO and SPO was 10.038 billion tenge,
excluding the purchase of a portion of the shares by the principal shareholder. Thus, the cost of attracted capital is
12.9%. Taking into account its characteristics of perpetuity and irrecoverability, as well as the deadline for the
implementation of the current strategy until 2020, we believe it is possible to distribute these costs for five years. In
this case, the cost of attracted capital will be 2.6% per annum in tenge, which is lower than the forecasted level of
inflation. The result is positive.

Criterion 10. WACC> IPO costs. According to expert-practice N. Pereverzev [5], as one of the criteria for the
effectiveness of IPO should be used the weighted average price of capital (WACC). This means that the public
offering of shares for the company will be economically justified if in the medium term the cost of the attracted
investments will be lower or equal to the weighted average value of the company's capital before the IPO.

We will calculated the weighted average cost of capital by the following indicators of 2016: risk-free rate of
return - 14%, betta ratio - 1.2, investment risk premium - 5.5%, own risk of the company - 11%. In this case, the cost
of equity is 31.6%. The value of the company's liabilities at the rate of time deposits is 11.37%, corporate income tax
rate is 20%. Based on the capital structure, WACC =11.11%. In our case, 11.11 <12.9, holding an IPO is not effective.
The result is negative.

Criterion 11. Adherence to the announced development strategy and investors' expectations [1]. The
announced development strategy of the Astana Bank is quite ambitious and assumes an annual doubling of the
physical indicators of the bank's development - table 3. At the same time, the strategy does not imply the achievement
of financial indicators. Additional negative factors for the market assessment of the company's development
prospects may be the lack of transparency in the targeted use of the attracted capital, as well as the lack of investor's
relationship in the bank. The result is negative.
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Criterion 12. Facilitating access to capital in the future. The Astana Bank became the first Kazakh bank whose
shares were admitted to trading on the Moscow Stock Exchange on December 4, 2017, in the Quotation List of Level
3[9,13]. More than 750 applications for more than 650 million rubles were submitted. In fact, 2,881,835 shares were
placed at a price of 215 rubles per share, 619.6 million Russian rubles were raised. According to the issuer, the
purpose of this placement was to expand capital markets, diversify funding sources, and facilitate access to capital
on the Russian market through the placement of bonds. The result is positive.

Finally, Figure 1 presents a matrix of the criteria for the effectiveness of the initial public offering of shares with
an evaluation of these criteria for achieving a positive or negative result. Since out of 12 standards, 7 received a
positive assessment; we can recognise the IPO of the Astana Bank as successful. At the same time, five criteria
related to financial indicators, profitability, investments and costs, require increased management attention to
preserve the investment attractiveness of the bank.

Figure 1. The matrix of IPO effectiveness criteria and assessment for Astana Bank

o o Criterion 3.

Criterion 1. Criterion 2. ; .
. o Achievement of the plan for investment
Acceptable price of shares. |High investment demand volume
Criterion 4. Criterion 5. Criterion 6.
Market valuation P/E growth Increase in liquidity of shares
I(?r?[:t)(racr)l\/CJi?ng'the financial Criterion 8. Criterion 9.
- Improving the structure of capital. IPO costs<¢> Capital raised
condition
Criterion 10, gg:leg:gzclelt.o the strategy and investors' Criterion 12.
WAC>IPO cost . gy Facilitating access to capital
expectations

Source: developed by the author

Conclusion. The primary public offering of shares is a global equity instrument of the stock market, which is
used as the most efficient way of raising capital for solving strategic tasks of growth and development of the company.
This tool is applicable both in international and national financial markets. However, the choice of the market and
many other parameters of the IPO are a unique solution for each company, depending on the stage of its
development, industry, goals and objectives.

Our experience of IPO of the Astana Bank is a positive example of the placement of shares of a young and
fast-growing financial sector company in the national financial market of Kazakhstan.

The external and internal prerequisites for placement are estimated by us as positive, which means the bank's
high willingness for the IPO procedure against the background of growing macroeconomic indicators of the external
environment. The matrix of IPO effectiveness criteria allows giving a positive evaluation of the effectiveness of the
conducted placement. However, as practice shows, performing successful placement of shares does not mean that
the goals have been achieved and the process is completed. The company's management should include financial
indicators in the development strategy to ensure the sustainable and balanced growth of the business. It was
recommended to create a unit for interaction with investors, maintaining the openness of a financial institution.

These events will contribute to the growth of profitability, stock quotes and a positive assessment by investors
of the company's future market value. The factors of the external and internal environment can be used by the
management of the company planning the placement of shares for a wide range of investors, like a check-list of the
company's readiness for an IPO and the choice of the most appropriate time for offering shares to the market. The
matrix of IPO performance evaluation criteria is recommended for the process of planning and checking by
shareholders to achieve the final results of the management of the issuer before, during and after the IPO.
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lNpedmemom OocnidxeHHs1 € KpaydgaHOuUHe SIK allbmepHamueHa MoOeslb 3ally4YeHHsT hiHaHCy8aHHSI Ornisi
pearnizauii 6iaHec-idel ma npoekmie Ha OCHO8I 8UKOpUCMAaHHS KpayOghaHOUH208UX IHMepHem-rnnamaeopm.
Mema cmammi nonsizae y 3’acysaHHi Moxrnueocmel kpaydghaHOUHaY K HO8020 (hiHaHCO8020 IHCMPYMEHMY
ma rnepcrnekmueHoz20 Oxepernia QiHaHCy8aHHS.
3ae0aHHs1 OocnidKeHHSI — po3anaHymu KpaydghaHOUHe SK arlbmepHamueHy Mooesib ¢hiHaHCy8aHHs bisHec-
ideli ma npoexkmig, 30ilicHUMU aHasi3 OCHO8HUX sudie ma modesel KpaydgaHOUHay, po3kpumu ocobnugocmi
Pi3HUX KpaydghaHOUH208UX rnamgopM ma oyiHUMU rnepcrnekmueu po3sumky KpayogaHouHzy.
Memodu docriidxeHHs. Y npoueci 0ocrnidoxeHHs1 6ynu 3acmocogaHi maki 3a2asibHi ma KOHKPemHi HayKoei
Memoodu QocridxXeHHs: cucmeMHul nidxid, mMemoou J102iYHO20 y3a2allbHeHHS ma [1OPIBHSIHHSA, HayKogoil
abcmpakuii, Memodu cuHme3sy, no2i4Ho20 y3azalbHeHHs1 ma aHarnoaiu.
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