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NAS RK s pleased to announce that Bulletin of NAS RK scientific journal has been
accepted for indexing in the Emerging Sources Citation Index, a new edition of Web of Science.
Content in this index is under consideration by Clarivate Analytics to be accepted in the Science
Citation Index Expanded, the Social Sciences Citation Index, and the Arts & Humanities Citation
Index. The quality and depth of content Web of Science offers to researchers, authors,
publishers, and institutions sets it apart from other research databases. The inclusion of Bulletin
of NAS RK in the Emerging Sources Citation Index demonstrates our dedication to providing the
most relevant and influential multidiscipline content to our community.

Kasakcman Pecnybnukacbkl ¥nmmabiK fbiibiM akademusicbl "KP YFA XabapwbiCbl” fbiibIMU XKypHa-
nbiHeiH Web of Science-miH xaHanaHraH Hyckacbl Emerging Sources Citation Index-me uHOekcmeryee
KabblindaHraHbiH xabapnaliobl. byn uHOekcmery 6apbicbiHOa Clarivate Analytics KomnaHUsICbi XypHanobl
o0aH opi the Science Citation Index Expanded, the Social Sciences Citation Index xoHe the Arts &
Humanities Citation Index-ke kabbinday mecerneciH Kapacmbipyda. Web of Science sepmmeyuwinep,
asmopnap, bacnawbinap MeH MeKkemesiepee KOHMeHm mepeHdiai MeH canacbiH ycbiHaobl. KP ¥FA
XabapwebicbiHbiH Emerging Sources Citation Index-ke eHyi 6i30iH KoramMOacmbiK YWiH eH e3eKmi oHe
6edendi mynbmuducyunnuHapibl KOHMeHmke adasndbifbiMbi30bl 6indipedi.

HAH PK coobwaem, ymo Hay4Hbll xypHan «BecmHuk HAH PK» 6b1n npuHsam 0nsi uH0ekcuposaHusi
e Emerging Sources Citation Index, obHoeneHHol sepcuu Web of Science. CodepxxaHue 8 3mom UHOeK-
cuposaHuu Haxodumcsi 8 cmaduu paccmompeHusi komrnaHuel Clarivate Analytics 0ns OanbHelwezo
npuHamus xypHana e the Science Citation Index Expanded, the Social Sciences Citation Index u the Arts
& Humanities Citation Index. Web of Science npednacaem kauyecmeo u 2aiybuHy KOHmMeHma Orns
uccnedoeamenel, asmopos, usdamenel u y4pexdeHul. BknoueHue BecmHuka HAH PK e Emerging
Sources Citation Index demoHCcmpupyem Hawy [pPUBEPXKEHHOCMb K Hauboree akmyarnbHOMY U
enusimesisHoMy MynbmuducyuniuHapHoOMy KOHmeHmy 0515 Hauea2o coobuwecmea.
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TRENDS, PROBLEMS AND PROSPECTS
OF THE IPO’S MARKET DEVELOPMENT

Abstract. The globalization of the world economy leads to a change in the landscape of the world's fund
infrastructure, the priority of financial capital over the economy, the stimulation of competition and integration pro-
cesses in the capital markets. The last decade demonstrates the intensive development of new financial centers in
emerging markets, which motivate the movement of financial resources to the points of innovative growth. The
competitive struggle between the stock markets of developed and developing countries, the transformation of finan-
cial instruments, simplification of listing procedures provide an increasingly wide choice for issuers and investors.

The purpose of this research was to study the main current trends in the development of stock exchanges and
the qualitative characteristics of the initial public offering, as well as analysis of the current state of the stock market
of the Republic of Kazakhstan. Moreover, we analyzed the experience of using this financial instrument by Kazakh-
stan's companies to attract sources of financing for sustainable economic development.

The research resulted in the identification and description of current trends in international practice of attracting
long-term capital, understanding of which is the opportunity to use this experience for the targeted development of
the national stock market. For the Republic of Kazakhstan, located in the centre of the Asia-Pacific region, this is a
unique opportunity to ensure the dynamic development of the country's stock market, having entered it into the
global financial architecture.

Keywords: IPO, stock exchanges, competition, financial centers, capitalization, AIFC.

Introduction. Financial flows and business practices are becoming increasingly global, which
stimulates the development of new innovative growth points in the architecture of financial markets for
more effective capital raising. The changing external operating environment: the liberalization and deregu-
lation of protected domestic markets, the increasing number of indexes for tracking the performance of
shares in different countries stimulates the desire of business to work all over the world. At the same time,
the development strategy of the company forces top managers to consider the possibility of attracting
capital, not only on the local stock market (provided with sufficiently developed level of it), but also on
the global stock market. In response to this requirement of time, stock exchanges are forced to make ef-
forts to remain competitive by opening new specialized sites and simplifying listing procedures for them,
expanding their geographical presence through mergers and acquisitions, consolidation, formation of
strategic alliances.

Kazakhstan's stock market, being an element of the global stock market, demonstrates significant
progress, and, nevertheless, refers to the least developed sectors of the domestic financial system. In our
view, this problem requires careful study. Its relevance is also due to the fact that access to financial re-
sources is the main restriction for the economic development of Kazakhstan and the achievement of its
strategic goals for the level of welfare by 2050. This problem also was noted by the experts of the Organi-
zation for Economic Development in the special report on Kazakhstan [1], as well as by experts of the
Global Economic Forum in the annual ranking of countries on the level of competitiveness [2].

In the system of the variety of instruments of the financial market, a special place is occupied by the
instrument of initial public offering of shares, which reflects the intensity of investment processes in the
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stock markets and formalizes the channels of access to sources of financing. A positive example of the
strategic vision and use of the geopolitical potential of Kazakhstan for the development of the stock
market is the creation of the International Financial Center Astana, as well as the practice of using the IPO
tool on the local stock market.

In this regard, the study of the current state, trends in the global IPO market, as well as practical
experience and prospects for the development of this financial instrument is relevant for the Kazakhstan
stock market in its initial stage of development but an important element of the financial system for
securing long-term and sustainable financing of the economy.

Methods. The methodology of the author's research is based on methods of economic analysis (eco-
nomic monitoring), statistical research (statistical observation method and grouping method), abstraction
method. The basis of the research is the system approach, the dialectical method of cognition, the logical
method, the methods of analysis and synthesis. The theoretical basis was the scientific work of foreign and
domestic scientists, reports of the World Economic Forum and OECD. Information basis are reports of
auditing companies Ernst & Yang and PricewaterhousCoopers, statistics World Federation of Exchanges.

Results.

1. Competition of stock exchanges: demulturization, consolidation, strategic alliances and finan-
cial technologies. The competition of stock exchanges and trading platforms of developed countries leads
to the development of processes of consolidation and integration of stock exchanges in order to pool
resources and increase liquidity. As equity markets become increasingly global, the world's leading
exchanges are transformed through diversification, expansion of the business area, technological and
innovation development. One of the tools of transformation is the process of demutualization [3], which
involves the conversion of state or unit stock exchanges into profitable public companies. In 2006, after
more than two centuries of work as a non-profit institution, the New York Stock Exchange became a pub-
licly traded company.

The intensive competition of exchanges and, as a result, the loss of income, led to the need for con-
solidation as one of the ways to achieve expansion of the sphere of influence and improve liquidity by
signing strategic alliances and cooperation agreements, mergers and acquisitions, changes in prices and
time of bidding, sharing of technologies.

Along with the formation of national holdings: "Spanish exchanges", "Deutsche Bourse", transna-
tional exchanges were formed. The first such exchange was the EURONEXT NV (pan-European exchan-
ge), in which the trading, clearing and settlement systems of stock, urgent and commodity markets of the
three exchanges (Paris, Amsterdam and Brussels) were integrated. Euronext became the first exchange
whose members were fully integrated, and the markets were transformed into a single system.

In December 2006, NYSE completed a $25 billion deal to merge with Euronext, creating the first
global exchange NYSE Euronext, in which it owns 91.4% of the shares. The market value of Euronext for
10 years increased from $25.81 billion to $4.2 trillion.

In November 2013, the US regulators approved the Intercontinental Exchange (ICE) acquisition of
NYSE Euronext, which made ICE not only the world's largest stock exchange holding company, but also
the operator of the largest stock market in the world. Intercontinental Exchange (ICE) — a network of
exchanges and clearing houses for financial and commodity markets in the US, Canada and Europe, the
world's largest operator of the derivatives market, where futures contracts for all types of underlying assets
are traded.

NASDAQ (the second-largest US stock exchange), twice attempted to acquire the London Stock
Exchange (LSE), but after receiving a refusal, eventually became its shareholder through the purchase of
shares. Currently, NASDAQ owns more than 28% of LSE shares. In 2007, a $3.7 billion deal was com-
pleted to acquire OMX: the European stock exchange, located in Stockholm, Sweden. This combination
created a global exchange NASDAQ OMX Group with 4000 listing companies from 39 countries with a
total market capitalization of $5.5 trillion. A similar trend also exists in the Asian stock market.

In addition to mergers and acquisitions, exchanges also use another form of cooperation — strategic
alliances. Thus, the NYSE Group entered into an agreement with the Tokyo Stock Exchange. The main
areas of cooperation are the development of technologies and electronic trading systems, the simultaneous
placement of securities and the creation of information products. In March 2014, NYSE EURONEXT sig-
ned an agreement with the Middle East exchanges in Beirut and Tunisia, as well as the Muscat Securities
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Market of Oman. Also signed a partnership agreement with the owners of the automatic system Quandl,
which provides access to a million financial instruments around the world, and the non-market trading
platform BATS Chi-X Europe. It links Euronext, London Stock Exchange, Frankfurt Borse AG and OMX [4].

As the article was being prepared, on April 10, 2018, KASE and the Moscow Exchange signed an
agreement on the intention of strategic cooperation, which is aimed at promoting the development of a sing-
le Eurasian Economic Area (EAE) and the establishment of a unified financial market of the countries —
members of the EAE. The main objective of the aforementioned agreement is to improve regulatory mar-
kets, the clearing activities and activities of the central counterparty, as well as the convergence of the
main financial markets of Russia and Kazakhstan, taking into account international standards [13].

Financial technologies make the trading of financial assets faster, more economical and accessible
from anywhere in the world, both for large and small retail investors, which destroys the dominance of
national exchanges. Technological innovations have become a fundamental driving force for competition
for exchanges, not only with each other, but also with new players in the exchange market that provide
alternative technologies for exchange trading, as well as for products. For example, private equity funds
and hedge funds provide access to growing pools of private capital as potential alternatives for listing.

Automated trading systems such as POSIT, Liquidnet and E-crossnet are also competitors because
they represent quasi-exchange, where shares are purchased and sold through smaller private networks of
brokers, dealers and other market participants, and do not require listing costs [3].

The competition between different methods of carrying out settlement transactions between global
custodians and central depositories, as well as between local and foreign central depositories, is intensi-
fying. The two international central depositories Euroclear (Morgan Stanley) and Clearstream (Citibank)
provide settlement on real-time exchange transactions in securities in the form of global certificates from
30-40 markets [5, p. 252].

We believe that strengthening the consolidation of the stock markets will attract new investors,
provide them with a wider range of financial products and services with lower costs, which should im-
prove the efficiency of the financial market as a whole. At the same time, the negative effect of the globa-
lization of stock markets is systemic risk, which is reflected in the rapid transfer of shocks to local mar-
kets, which has a detrimental effect on developing markets with a low level of financial depth by
increasing their volatility.

2. Characteristics of global IPO markets. To study the quantitative and qualitative characteristics of
the instrument of a public offering of shares on the stock market, we examined the statistical data of the
global IPO market provided in the EY reports. We managed to identify many trends that evidenced global
changes in the landscape of the world's major financial centres over the past ten years. Chart 1 provides
the information on the number of IPO’s placed and the amount of capital raised. Over the past decade, the
total volume of primary listings was about 11,000 units, attracted investments - more than $1,738.5 tril-
lion. In 2017, 1624 IPOs were held, which is 48% higher than in 2016 and 19% higher than in 2010. These
indicators of quantity are a record in the decade after the crisis of 2008-2009. The total amount of invest-
ments attracted by companies in the financial market in 2017 was $188.8 billion. However, it did not reach
the level of 2010 ($284.6 billion).

At the same time, it should be noted that these diagrams demonstrate the cyclical nature of the IPO
market, which functions under the influence of political and economic factors. It is worth noting that the
volatility of the annual number of IPOs is lower than the volatility of the volume of attracted resources in
the same period, which has an impact on the amount of capital raised.

This trend can be interpreted on the one hand by the high interest of companies in entering the mar-
ket, which stimulates the demand for this instrument of the financial market. However, the high sensitivity
of investors to risks - in the form of increasing or decreasing market confidence, reflected in the Volatility
Index (VIX). The index evaluates investor assumptions about the volatility or scope of the stock market
movement, leads to an increase or decrease in the average size of the capital raised in the IPO process.
When VIX is above 20%-25% of the range, it becomes much more difficult to complete the IPO [6, p. 18].

The dynamics of the average amount of attracted capital per listing IPO is presented in chart 2. This
indicator characterising the cumulative effect of public offering allows us to conclude that 2014 was the
most successful, as the average amount of capital raised was $212 million, at the same time the indicator
0f 2017 — equalled 116,3 $million which is the lowest in the last ten years.




ISSN 1991-3494

Ne 4.2018

Chart 1 — The number of initial public offerings and attracted capital.

Source: compiled by the author on the basis of Global IPO reports, E&Y.
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Chart 2 — The average amount of capital raised by IPO.

Source: compiled by the author on the basis of Global IPO reports, E&Y.

Chart 3 — Dynamics of distribution of IPO market shares and volumes of attracted capital

Source: compiled by the author on the basis of Global IPO reports, E&Y.
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The success of 2014 is due to one of the largest [POs in recent years: Alibaba Group Holding, Ltd,
which raised capital of more than $25 billion in September 2014, NYSE. The largest placement in 2010
was the Agricultural Bank of China Ltd, the commercial agricultural bank of China, which raised $22.1
billion on the Hong Kong and Shanghai exchanges, while Snap, the market leader of the IPO in 2017,
made a total investment of $3.9 billion only, NYSE.

Chart 3 shows the dynamics of changes in the structure of the global IPO market in the regional
aspect by the number of IPOs and the volume of capital. In particular, according to the methodology E&Y,
stock exchanges are grouped into three market segments: Americas (North and South America), EMEIA
(Europe, Middle East, India and Africa), Asia-Pacific (Asia-Pacific region).

Analysis of the data allows us to conclude the leading role of the Asia-Pacific region regarding the
number of public offerings of shares and the volume of financing, which is 58% and 39% of the market
share, respectively. However, regarding the number of deals, this region is the undisputed leader, by the
volume of capital raised in 2017, the shares of the regions formed in the amount of 27%, 34% and 39%
market share. It characterises the high level of global diversification of investors between "old" and "new"
markets.

In the dynamics of the period from 2012 to 2017, there is a significant decline in the share of the US
market in the total number of IPOs: from 22% to 13% in favour of the Asia-Pacific region, at the current
share of EMEIA. Regarding capital raised, for the last six years, EMEIA's share has grown from 12% to
34%, or almost three times. Drivers of growth were the stock markets of India and the UAE at the current
stable rate in the European market.

Analysis of the data of the top-10 world stock exchanges leading regarding IPOs number following
the results of 2017 is presented in the chart 4. Over 35% of the initial public listings take place on the
stock exchanges of China, and this trend, which began in 2006, is becoming more global. The number of
IPOs in growing markets is more than three times higher than the number of IPOs in the advanced markets
of the US, UK and Japan.

u 3 Hong Kong (HKEX) and Gem

=a NASIAL

5 Ausrtalia (ASX)

8 NASDAQ OMX

o U VP W A PR R
MZ LONnaon ¥Main VIArker ana ALvi

10 New York (NYSE) ans SME

Chart 4 — Rating of stock exchanges by the number of IPOs held.
Source: compiled by the author on the basis of Global IPO reports, E&Y.

As for the amount of capital raised on the IPO, this trend is more restrained. The graph 5 illustrates
that in 2017, the leader in raising capital in the IPO process is the New York Stock Exchange with a
volume of $30 billion. The London Stock Exchange ranks 4th with a total capital of $14.8 billion, the
Shanghai, Hong Kong and Shenzen stock exchanges ranked 2nd, 3rd and 5th respectively, with total
investment volume of $48.9 billion.

However, we are observing an intensification of competition between stock exchanges and developed
countries, regarding the volume of raised capital as well. For example, if in 2016 the volume of capital
raised on stock exchanges of developed countries (US, UK, Japan) was $52.8 billion, while on the stock
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Chart 5 — Rating of stock exchanges by size.
Source: compiled by the author on the basis of Global IPO reports, E&Y.

exchange of developing countries (China, Korea, India, Brazil) — $53.2 billion. Then in 2017 leadership of
developing markets appears even more confident with: $59.6 billion against $73.5 billion, respectively. At
the same time, stock exchanges of the developing markets are showing outperforming growth rates in
comparison with developed markets.

The markets of China and India demonstrate the highest growth rates of the market capitalisation of
the global stock market. The graphs 6 and 7 show the dynamics of the number and size of the capitali-
sation of the initial public offering of shares in 2008, 2010, 2016 and 2017.

China's stock markets, with fairly average indicators in 2008, since 2010 have demonstrated
explosive growth and are unquestionably leading regarding the number of transactions, more than 1.7 ti-
mes higher than those of stock exchanges in the US, UK and Japan. Despite a more extended and more
rigorous procedure for assessing the prospects for IPO candidates by the new China regulator, the Com-
mittee for the Issue Examination, 530 applications for an IPO in 2018 were submitted to the Securities
Regulatory Commission [5, p. 2].
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Chart 6 — Dynamics of the number of IPOs in the regional aspect.
Source: compiled by the author on the basis of Global IPO reports, E&Y.
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Chart 7 — Dynamics of the size of the capital involved at IPO, regional aspect.
Source: compiled by the author on the basis of Global IPO reports, E&Y.

The indicator of the volume of raised capital in 2010 was a record for the stock market in China.
Deferred and cancelled by many companies IPO during the crisis of global stock markets, also, to discredit
to the stock exchanges of developed countries and updated listing rules by the Chinese regulator, contri-
buted to the achievement of a result of 129.8 $billion.

On the Bombay and National stock exchanges in India, a 74 percent increase in the number of trans-
actions was recorded in 2017 compared to 2016, and 153 IPOs brought the issuers of $11.6 billion. In
2017, the highest transaction rates and revenues were noted in the market, reflecting the country's
economic strength and the growing appetite of investors.

Stock markets of developed countries provide dynamism and depth, the necessary amount of
institutional liquidity since they have access to large pools of local and international capital. The United
States and Britain have huge financial resources under the control of institutional investors: $35.6 trillion
and 6.5 trillion respectively, while for the Asian region this figure is only $1.6 trillion.

However, the US stock exchanges, have lost the position of a leader, they still keep the companies'
steady demand for capital mobilisation. The most important characteristic when choosing a stock ex-
change is liquidity, the size of the investor base, the level of coverage by analysts, legal requirements for
public listing and infrastructure [7, p. 7].

The Chart 8 presents data for 2016 on the size of the capitalisation of stock exchanges and the num-
ber of public companies that provide this capitalisation.
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Chart 8 — Market capitalization of stock exchanges and listing of public companies at the end of 2017.
Source: compiled by the author on the basis of WFE [12].
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Capitalization of the US stock markets is more than $26 billion, and taking into account the UK and
Japan stock markets, $36.7 billion, which is 3.8 times lower than the total capitalisation of China's three
stock exchanges ($9.6 billion). The main obstacle for issuers in choosing the trading venues of developing
countries is an undeveloped legal and regulatory base, combined with a lack of political stability, opaque
market initiatives or government intervention in the regulation of the stock market.

Another important factor of choice in favour of mature stock markets human resources, who have
accumulated experience and knowledge for a long period, which provides a high level of consulting and
achieving a higher effectiveness of the IPO.

However, despite actual and competitive regulatory models and infrastructure, the markets of
developed countries have lost their dominant positions. For London, it would be expected that losing the
market will happen due to the reduction in the listing of foreign companies, the vulnerability of the eco-
nomy associated with the increased uncertainty of the Brexit consequences, tightening of the regulatory
regime. For US stock exchanges, the impact of factors is less significant due to the size of the US econo-
my and the relaxation expectation of regulatory requirements for the financial sector in 2018.

3. Kazakhstan companies in the global and local IPO market. The IPO tool is not new for Kazakh
companies. Moreover, market leaders have accumulated certain experience in attracting capital, listing, as
well as compliance with corporate standards and international financial reporting standards in the status of
a public company.

Analysis of available statistical sources [13, 14] allowed gathering information on the use of the IPO
tool by Kazakh companies for the period from 2002 to 2017 inclusive. In total the available data during
this period cover 32 IPOs, conducted by resident companies of Kazakhstan, as well as companies opera-
ting in Kazakhstan.

In general, the issue of shares was held in three countries (Great Britain, Kazakhstan and Russia),
four stock exchanges (the London Stock Exchange (LSE): the main (MAIN) and the alternative market
(AIM), the Kazakhstan Stock Exchange (KASE) and the Moscow Stock Exchange (MOEX) and using two
instruments: through initial public offering of shares and placement of global depositary receipts (table 1).

Table 1 — Structure of IPO of Kazakhstan companies on stock exchanges and size of debt capital in the period from 2004 to 2017

LSE MAIN LSE AIM KASE MOEX Sum-total
Capital, $millions 7560,4 1418,0 335,0 10,5 9323,9
Structure 81.1% 15.2% 3.6% 0.1% 100%
Number of [POs 12 12 7 1 32
Source: On the basis of information provided by [13, 14].

A total of 29 companies have issued shares and global depositary receipts, the total amount of
attracted capital is $9.3 billion. In the structure of the placement sites, both in terms of the number of IPOs
and the amount of debt capital, the London Stock Exchange is undoubtedly leading, more than 96% of the
capital of Kazakhstan companies.

The capital was attracted by two instruments: through initial public offering of shares - 61% and
placement of global depositary receipts - 39%. The largest primary public offerings presented in table 2.
They were held between 2005 and 2007, comprising two resource companies and three financial sector
companies: Kazkommertsbank, Alliance Bank and Halyk Bank of Kazakhstan.

Table 2 — Top-5 the largest IPOs of Kazakhstan companies

Company Volume of capital, million dollars Stock exchange Instrument Year
ENRC 2792 LSE MAIN PO 2007
Kazakhmys 1156 LSE MAIN PO 2005
Kazkommertsbank 761 LSE MAIN PO 2006
Alliance Bank 704 LSE AIM PO 2007
Halyk Bank 680 LSE MAIN GDR 2006

Source: author's development based on data [13, 14].
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Chart 9 — Number of deals and amount of capital raised, $mln.
Source: author's development based on data [13, 14].

Chart 9 provides a sample of the number of IPOs and the amount of debt capital shall be presented in
annual segments.

As follows from the diagram, 2007 was a year of peak activity both in terms of the amount of debt
capital - $4,218 million, and in terms of the number of IPOs - 6 placements. After 2012, despite the avai-
lability of annual public offerings, the amount of attracted capital is not reflected in the schedule due to the
insignificance of the amounts. This situation is explained by the absence of public placements on foreign
stock exchanges and the transfer of the activity of issuers to the national stock market.

Starting from 2012, the Kazakhstan Stock Exchange accepted 7 IPOs, the total amount of debt capital
was $335 million, which is more than 26 times lower compared to the London Stock Exchange due to low
capitalization and liquidity of the national stock exchange.

We believe it possible to conclude that this trend is a consequence of deterioration of Kazakhstan's
macroeconomic indicators and a reduction in the country rating against the backdrop of the global eco-
nomic recession, which is a negative prerequisite for companies to enter the IPO, as it entails a significant
underestimation of the value of shares by potential investors.

In addition, stimulating the development of the national stock market by the Government of the
Republic of Kazakhstan for a balanced provision of the economy with financial resources in conditions of
deteriorating the stability of the banking sector may also be the cause of this situation. The tool for the
implementation of these incentives was the "National IPO" program, which allowed to attract funds from
local investors, to activate the activities of the national stock exchange and to privatize two national com-
panies: KazTransOil ($185.2 million) and KEGOC ($72.3 million) in 2012 and 2014. The third in terms
of attracted capital was the placement in 2012 of the shares of the national mobile operator KCELL
($49.5 million). These placements became the largest in the history of the Kazakhstan stock exchange.

The event in the stock market was the placement of shares in the Bank of Astana in 2017, which
attracted $20.1 million to the national market and $10.5 million through SPO on the Moscow Stock Ex-
change.

4. Tools to improve the liquidity of the Kazakhstan stock market. The growth of trading volume on
the Kazakhstan Stock Exchange in 2017 compared to 2016 amounted to more than 60%, increasing from
94.6 to 151.5 billion. tenge, which amounted to more than 300% of GDP, the index reached the index of
2162 (+ 59%), capitalization - 17.1 billion tenge (+ 20%). The exchange trades 127 shares of 110 issuers
and 262 corporate bonds from 66 issuers.

This dynamics allowed the national stock exchange to become one of the fastest growing stock
exchanges in the world. As a result, in the annual review of the FTSE Russell Advisory Committee
(Financial Times Stock Exchange group), in September 2017, it was announced that the Republic of
Kazakhstan was assigned the status of the Frontier market within the framework of the FTSE country
classification [13]. However, chart 10 allows us to conclude that the main driver of the growth of the
national stock exchange is the money market.
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Chart 10 — Dynamics of trading of KASE in 2012-2017, billion tenge.
Source: compiled by the author on the basis of KASE data.

For example, the money market accounted for more than 89.6% and currencies — 8.1% of the volume
of trades in KASE in 2017 respectfully (chart 11). The share of trading in the instruments of the stock
market (shares, corporate bonds, securities of investment funds, government securities and securities of
international financial organizations) for this period is only 3.5 billion tenge or 2.3% of the volume of

trading, which is equivalent to only 7% GDP of Kazakhstan (48,850 trillion tenge according to the preli-
minary estimate for 2017).

2,3%

8.1%

Chart 11 — Trades structure of KASE by types of instruments in 2017, billion tenge.
Source: author's development based on data [13].

Thus, at the moment the Kazakhstan stock market is not sufficiently liquid and its size does not match
the size of the economy.

In the structure of trading on the stock market (chart 12), the largest share is held by government
securities, which simultaneously show the highest growth dynamics. The second place in terms of trading
volume is corporate bonds. The share market, after active dynamics in 2015, it reduced activity 4 times in
2016-2017. Nowadays the market share is at a consistently low level.

At the same time, we believe it necessary to note that during the period from 2012 to 2017 the
volume of trading in securities increased from KZT180.4 billion to KZT 3,450.4 billion, or almost 19
times, which is the result of targeted efforts by the Government of the Republic of Kazakhstan to
expansion of access to the capital of economic entities, as well as ensuring sustainable and balanced
development of the economy. The result of this work in the period up to 2025 should be the creation of a

developed capital market, which is one of the most important activities of the International Financial
Center Astana (AIFC).
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Chart 12 — Dynamics of the securities market on the Kazakhstan stock market, billion tenge.
Source: author's development based on data [13].

International Financial Center Astana officially began its work on January 1, 2018. In this project, the
Government of the Republic of Kazakhstan takes advantage of its geopolitical position, the latest trends in
the transfer of the dynamics of the development of stock markets to the Asia-Pacific region, actively
introducing the best world practices, for the full development of the stock market. Thus, in the next 10
years it is expected not only to solve the local tasks of diversifying the risks of the sovereign financial
system, but also its system integration into the global world financial architecture.

The AIFC development strategy is a consistent movement into the global financial market based on
the best international experience: Local Expertise Center => Regional Clearinghouse => Regional
Financial Center => Global Financial Center [15].

Experts claimed that these measures will attract more than 350 billion dollars of additional liquidity
to the capital market of Kazakhstan in the period until 2025. We view this initiative as a unique oppor-
tunity for the countries of the Eurasian Economic Union to increase the capitalization and liquidity of the
national stock markets, and to provide access to national economic entities for both regional and global
capital markets through IPO and GDR tools in the context of the task of integrating the stock markets of
the EAGE countries to 2025 year.

According to the joint action program of the Government and the AIFC, capital market development is
planned on the basis of the infrastructure of the Astana Stock Exchange (AIX) in the period 2015-2025 due to:

— strategic partnership with the Shanghai Stock Exchange (SSE) and technology transfer NASDAQ);

— issue of state treasury bonds, infrastructure bonds; corporate bonds by public and private companies;

— expansion of the number and types of instruments, including the tool of ETF (exchange trade funds);

— listing of large joint ventures in the oil and gas sector and the mining and metallurgical complex;
opening of an additional market segment for subsoil users;

— conducting an IPO of not less than 25% of the outstanding shares of the most attractive companies
in the investment plan of shares of Kazakhtelecom, Kazatomprom and AirAstana in 2018, for the period to
the year 2020 of companies: KazMunayGaz, Samruk-Energo, Kazpost and KazakhstanTemirZholy.

The strategic objective of this initiative is to form the core of Kazakhstan's new financial infrastruc-
ture for integration into global financial markets and flows, build a full-fledged diversified financial
system, and further create a financial hub for the Central Asian region.

Conclusion. The financial market belongs to the most dynamically developing objects of modern
economic research. The world community is witnessing a change in the role of financial markets in the
global economic system. Analysis of the current tendencies of the IPO market, testifies to the change in
the landscape of the financial market that occurred in the post-crisis period through the formation of new
leaders - large growth points in emerging-market exchanges [16].

This architecture is characterized by a high level of competition between the IPO markets of
developed and developing countries. Stock exchanges of developed countries retain their leadership in
terms of market capitalization, access to large pools of international investors and professional compe-
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tencies. The stock exchanges of developing countries demonstrate high growth rates in terms of the num-
ber of primary public placements, taking advantage of the size of economies, exceeding the average world
growth rates and increasing the number of wealthy people with investment assets [17]. Exceeding the
growth and growth in the rates of the IPO market indicators of developing countries over developed mar-
kets make it possible to draw a conclusion about the growing process of convergence of capital markets of
developing and developed countries.

Competition between stock exchanges stimulates the formation of transnational exchange holdings,
strategic alliances, demutualization processes. Technological innovations have become the fundamental
driving force for competition for exchanges, not only with each other, but also with new players on the
exchange market, which ensures the provision of financial services at high speed from anywhere in the
world at low cost to a wider range of investors. Thus, the globalization of financial markets increases their
effectiveness and investor involvement, while increasing volatility and co-dependence on country-level
political and economic shocks.

Primary public offering of shares is a global equity instrument of the stock market, which is used as
the most effective way of attracting capital to solve strategic tasks of growth and development. This tool is
applicable both in international and national financial markets. However, market selection and many other
IPO parameters are a unique solution for each company, depending on the stage of its development,
industry, goals and objectives. Kazakhstan's companies have experience in attracting capital, both on the
external and national stock markets.

Discussion. Kazakhstan stock market is undergoing a transformation of its institutional structure.
Against the backdrop of the activity of professional participants of the financial market, the Kazakhstan
Stock Exchange, being a key institution of professional mediation, demonstrates the growth of perfor-
mance indicators and the successful achievement of strategic objectives. However, analysis of the volume
and structure of trading allows us to conclude that the volume of the stock market does not correspond to
the size of the economy. We believe that the establishment of the International Financial Center Astana,
based not only on the strategic vision, but also on the best world standards and practices, will give a new
impetus to the development of the national stock market of Kazakhstan and effectively use the instrument
of initial public offering of shares to solve the problems of the country's economic development.

Acknowledgements. Thanks to three anonymous referees for helpful criticisms and suggestions. The
usual disclaimers apply.
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I. llImapaosckas', FO. Huukacosa’, K. CagBokacosa’

'Benapyc MeMIIeKeTTiK IKOHOMHKAIBIK YHHBEpCHTET], MuHCK, benapycs,
*JI. H. T'ymunes atbingarsl Eypasus yaTTeik yHHBepenTeTi, Actana, Kasakcran

IPO HAPBIFBIH JAMBITYJATbI KEABIP MOCEJIEJIEPI MEH BOJIAIIAFBI

AHHOTaIMs. ONeMIiK SKOHOMHUKAaHbIH kahaHIaHybl dJIeMIIK KOPAbIH HHGPAKYPBUIBIMBIHBIH JaHAIADTHIHBIH
e3repyiHe, SKOHOMUKAHBIH KapKbl KallUTaJIbIHBIH OaChIMABIFbIHA, KAIMTall HAPBIKTAPBIHIAFBl O3CEKEIIECTIKTI XKoHe
MHTErpalUsUIBIK yIaepicTepai bIHTaNaHIbIpyFa okeneqi. COHFbl OHXKBLUIIBIKTA JaMYIIbl HAPBIKTAp/A JKaHA KapiKbl
OPTAJIBIKTAPBIHBIH KapKbIHIBI JaMybl KOpPCeTiIel, OyJl KapKbl PeCYpCTapbIHbIH KO3FAIBICHIH MHHOBAIMSIBIK OCY
HYKTeJIepiHe bIHTANaHbIpaAbl. JlaMblll Kelie JKaTKaH JKOHe JAaMyIIbl eIJIep/iH KOp OupiKanapbl apachlHIarbl 0oce-
KEJIECTIK KYpeci, Kap Kbl KypajiaapbslH TpaHnchopMalusiay, JMCTHHT POCIMICPIH KEHUIIETY SMUTEHTTEP MEH MHBEC-
TOpJIap YIIiH KOp OMprKalapbiHbIH OapbIHIIA KEH TaHJayblH KAMTaMacChI3 eTell.

3epTTeyAiH MakcaThl KOp OMpiKajlapblH JaMBITYJbIH HETI3rl aFbIMJBIK YPAICTEPIH jKoHE OacTamlkbl aKius-
Jap/blH canajblK CUMaTTamaiapbiH, coHjaii-ak Kazakcran PecriyOiukachl KOp HapbIFbIHBIH aFbIMIAFbl KaFJaibIH
Tangay Oonbin Tabbutanbl. bynan Gacka, 013 OyJI KapiKbl KYpajiblH TYPakThl SKOHOMHUKAJBIK AaMy YLIH KapXKbl-
JIAHIBIPY KO37EPiH TapTy OOMBIHIIA Ka3aKCTAH/IBIK KOMIIAHHMSIIAP IBIH TOXKIPUOECIH TaIIaIbIK.

3epTTeyAiH HOTIDKEC JIEMIIK KOp OMp KajapblH LIOFBIPIaHIbIPYIarbl aFbIMABIK YpPAICTEpAl COMKeCTeHAIpY
JKOHE KIKTEY, aKIHAHBI aKLIHSIapbl 0acTalKpl OPHATIACTBIPYABIH XaJIbIKAPAJIBIK MPAKTHKACKI, OHBIH TYCiHY1 YITTHIK
KOp HapbIFBIH MAKCATThI IaMbITY YLIIH OCHI TOXIpHOEHI Maiianany MyMKIHAIr. A3us-ThIHBIK MYXUTbI aiiMarbIHBIH
OpTaNBIFBIHAA OpHanackaH Kaszakctan PecryOnukacel VImiH oNMeMIOiK O3BIK TOXKIpHOEHI MmaiifaiaHy - OHBI QJIEMJIK
KapiKbl apXUTEKTYPAChIHA €HTI3y apKbUIbI €NIH KOpP HAPBIFBIHBIH KAPKBIH/IBI JaMYbIH KaMTaMachl3 eTy/iH Oipereit
MYMKIHIIT1.

Tyiiin ce3aep: IPO, Kop Oupskanapbl, 03CEKENECTIK, Kap)Kbl OPTAJIBIFBI, KapKbl HapbikTapbiHaa, KASE, AIFC,
KasakcraH.

TI. H_[MapJIOBCKaﬂl, 10. Hnlmaconaz, K. CaxBokacoBa’

'Benopycckuii rocy1apcTBeHHBIH SKOHOMUYECKHH yHUBEpCcHTeT, MuHCK, Benapych,
’EBpasHiiCKuil HALMOHATbHbII yausepcuret uM. JI. H. 'ymunesa, Acrana, Kasaxcran

TEHAEHIIUU, TPOBJIEMbBI U NIEPCIIEKTUBBI PA3BUTHUA PBIHKA TPO

Annoranus. ['moGamu3amust MEPOBOH SKOHOMHKH TMPUBOAWT K W3MEHEHHWIO JaHamadTa GOHZOBOW WHOpa-
CTPYKTYpPBl MHpPa, IPHOPUTETHOCTH (PMHAHCOBOTO KallMTaja HajJ SKOHOMHMKOW, CTUMYJIMPOBAHHIO KOHKYPEHIMH U
MHTETPALMOHHBIX MPOLIECCOB HA PhIHKAX KanuTajioB. [locieqHee gecsTuneTHe JEMOHCTPUPYET MHTCHCUBHOE Pa3BH-
THE HOBBIX ()MHAHCOBBIX LIEHTPOB HA PA3BUBAIOIIMXCS PHIHKAX, KOTOPbIE MOTUBHPYIOT NepeMelieHie (pUHaHCOBBIX
pecypcoB B TOUYKHM MHHOBAIIMOHHOTO pocta. KoHKypeHTHast 60ppOa Mexay GpoHIOBBHIMU OMp)KaMH pa3BUTHIX U pa3-
BUBAIOLIMXCS CTpaH, TpaHchopmaius (UHAHCOBBIX MHCTPYMEHTOB, YHPOLICHUE IPOLEAYP JIMCTHUHTA IIPEIOCTaB-
JISIFOT BCe Oouiee MIMPOKHiA BBIOOP (POHIOBBIX OMPIK AJIsl SMHUTEHTOB U HHBECTOPOB.

Lespro TaHHOTO MCCIIEAOBAHUS SBISIETCS] N3yYEHNE OCHOBHBIX TEKYIINX TEHACHIMH pa3BUTHS POHIIOBBIX OUpIK
W KayeCTBEHHBIX XapaKTEPUCTUK MEPBHYHOTO IMyOJMYHOTO IMPEJIOKEHHs, a TAKKe aHAIN3 TEKYIIEro COCTOSHUS
¢donnoBoro peiHka PecryOmmku Kazaxcran. bomnee Toro, Ml ImpoaHaM3upOBaIN OIBIT UCIIOJIB30BAHUS ITOTO (QH-
HAHCOBOTO HMHCTPYMEHTA Ka3aXCTAHCKHMMU KOMIIAHWSAMH JJIsI TPHUBJICUCHHS HCTOYHHKOB (DMHAHCHPOBAHMSA [UIS
YCTOWYHMBOTO 3KOHOMHYECKOTO Pa3BUTHS.

PesynbpraToM mccrenoBaHUsI CTaad BbIABICHHE M KJIAcCH(HUKALUS COBPEMEHHBIX TCHACHIMH KOHCOIUAALNU
MHPOBBIX (DOHIOBBIX OMPIK, MEKAYHAPOAHON MPAKTUKH NEPBUYHOTO MyOIMYHOTO Pa3MEIleHHs aKIuii, HOHNMaHHe
KOTOPBIX SIBJISIETCS] BO3MOKHOCTBIO HCIIOJIb30BAaTh JAHHBIA OMBIT IS LIEJIEBOTO Pa3BUTHS HALIMOHAIBHOTO (OHIO-
Boro poiHka. J{ist PecnyOnuku Kazaxcran, Haxomsmiencss B MEHTPe A3HaTCKO-THXO00KEAaHCKOTO PErHOHA, UCIIOJb-
30BaHME JIyYIIMX MHUPOBBIX MPAKTHK SIBJISETCS YHUKAILHOH BO3MOXKHOCTBIO OOECIEUUTh ITUHAMHYHOE DPa3BUTHE
(hOHTOBOTO PHIHKA CTPaHbI, BIIUCAB €r0 B IJI00ABHYI0 (DUHAHCOBYIO apXUTEKTYPY.
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