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SKETCH

(From French word “Esquisse”) — a rough or
unfinished drawing outlining an art work design
made by an artist to embody his/her conception,
search for a compositional form and choose
right colors. As a rule, large-scale work is
preceded by a whole series of sketches starting
from a pencil sketch of a feather design all the
way to a detailed composition.
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«THE ART OF MAKING MONEY»

This is the name we gave our Bank’s annual report for 2018,
when we achieved impressive results across all business
lines. Our successful financial performance is underpinned
by the vast, coordinated work of our team of professionals
whose skill and focus on achieving the best results in the
interests of our customers, partners and shareholders payed
off again.

BEGINNING OF A GREAT JOURNEY

ForteBank JSC is one of Kazakhstan's largest banks was
established in its current form in 2015 through the merger
of Alliance Bank JSC, Temirbank JSC and ForteBank JSC,
and incorporated the best of each of the three.
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REALISM

Realism (from the late Lating “Realis” meaning
“Real”) — an aesthetic position according to
which the task of art is to fix reality as accurately
and objectively as possible.
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RESPONDING
TO NEW CHALLENGES

In early 2019, ForteBank completed the
strategic goals that it set in 2015 ahead
of schedule, becoming one of the top
three banks in Kazakhstan in terms

of assets, increasing return on equity
and improving loan portfolio quality.
The achievement of the previous goals,
as well as new market realities and
challenges, logically led to the need to
revise Strategy and gave ForteBank a
new impetus for the coming three to
five years.
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AT A GLANCE

covering all regions

of Kazakhstan.

100

MODERN
OFFICES

RATINGS®

Standard & Poor's:

B+ / Stable / B / kzBBB'
Moody's:

B1 / Stable / B2(cr) / NP?
Fitch Ratings:

B / Stable/ B / BB+(kaz)

“Ratings shown at the time of publication.

" Ratings were reviewed on 6 June 2019.
2 Ratings were reviewed on 15 July 2019.
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862

ATMs

(and cash withdrawals using
ForteCard are possible from all
ATMs of Kazakh banks without
commission).

3,510

LOYEES
In 2018, an independent agency

analysed customer satisfaction
among the seven largest banks in
Kazakhstan, according to which
ForteBank ranked

H1

e customer loyalty (net promoter
score, or NPS)

e customer recommendations

e customer satisfaction.



annual report 2018 | @ForteBank 6

FORTEBANK

WAS NAMED

“BANK OF THE YEAR
IN KAZAKHSTAN”

KEY FIGURES

H3

— in terms of assets among Kazakh banks. In 2018,
ForteBank's assets grew by 18.1%. The Bank rose by:
two places in the ranking in the year.

— capital adequacy ratio (k1), compared with
the regulatory minimum of 5.5%.

— net profit for 2018,
UP 47.4% compared with 2017.

0% :
— current liquidity ratio (k4). One of the

highest levels on the market. The regulatory

— growth in account and deposit volumes 2 .
9 P minimum is 30%

(or 27.5% excluding KZT220 billion in deposits from
the Samruk-Kazyna National Welfare Fund). As of
the year end, total volumes were KZT1.076 billion.




annual report 2018 | @?«ForteBank 7

KEY EVENTS IN 2018
& Cl Cl &

In March 2018, ForteBank In July 2018, the In September 2018, the In November 2018,
was recognised as the “Best international rating agency Bank placed KZT220 billion international rating
Bank in Kazakhstan 2018" Fitch Ratings assigned the in local bonds. Standard & Poor’s ¢
by Global Finance. Bank the international credit the ‘positive’ outloo
rating of 'B’, the outlook Bank's credit rating
'stable’. In December 2018,
it confirmed the rating.

& Cl Ci &

In December 2018, The ForteBank was named “Bank  ForteBank and Samruk- In late 2018, ForteB
International Banker of the Year in Kazakhstan® Kazyna expanded their announced its deci
publication recognised by The Banker for a second cooperation. The Bank came  to acquire 100% of
ForteBank with its “Best consecutive year. to an agreement on funding common shares of
Innovation in Retail Banking with companies of Samruk- Kassa Nova JSC a
Kazakhstan” award. Kazyna Group, which a 100% stake in DA

significantly strengthens ecosystem LLP.

ForteBank's position in

Kazakhstan's corporate

segment.
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CHAIRMAN'’S STATEMENT

Dear customers,
shareholders and partners!

Today, ForteBank is a
modern financial institution
that is implementing
advanced international
banking practices in
Kazakhstan. We have

set ourselves the task of
providing each customer
with a comprehensive range
of high-quality, reliable
banking services.

This annual report presents the results
of ForteBank’s work in 2018, when we
achieved impressive results across all
business lines. Our successful financial
performance is underpinned by the
vast, coordinated work of our team of
professionals. In our everyday activities,
we strive to improve each business
process to achieve the best results in
the interests of our customers, partners
and shareholders, and this painstaking
approach is paying off.

Financial results

In 2018, the Bank’s assets grew by
17% year-on-year to KZT1,688.7 billion.
ForteBank is one of Kazakhstan's
largest financial institutions and rose
two places to rank third in terms of
assets in the banking system.

The retail business delivered
substantial growth last year and is an
important growth driver for the entire
banking sector. Despite intensive
competition, ForteBank has strong and
competitive positions in the segment.
The Bank’s reputation for reliability and
convenience contributes to business
growth, attracting new customers and
strengthening our relationships with
existing ones. In 2018, the retail loan
portfolio climbed by 14% year-on-year
to KZT291.7 billion, the consumer loan

portfolio by 62% to a new record of
KZT133 billion, and the retail deposit
portfolio by 10% to KZT320 billion.

ForteBank is working to develop its
offerings for corporate customers and
introduce innovative new products,
and this is showing results. In 2018,
the number of corporate customers
increased by 33% as ever more
businesses chose to work with
ForteBank due to its excellent service
and profitable solutions. The corporate
deposit portfolio grew by 48% year-on-
year to KZT591.7 billion. The corporate
loan portfolio rose by 9% year-on-year.

In 2018, the Bank'’s net profit climbed
by 47.4% to KZT29.1 billion. Net
interest income increased by 11.2%,
while commission income jumped by
68%. Such growth was achieved by
expanding the business and attracting
new customers.

Mobile banking

The Bank depends on its technology
platform to grow rapidly and meet
the needs of its most demanding
customers. This makes mobile
platform development one of our
overriding priorities today.

Digitalisation is a powerful global trend.
Rapid technological development is

ForteBank has a stable financial
position. The capital adequacy
ratio (k1), which has a requlatory
minimum of 5.5%, stood at 16.2%
in 2018. The current liquidity
ratio (k4), which has a requlatory
minimum of 30%, was 154%, one
of the highest on the market.




Content Chairman’s About
statement

Today, ForteBank is a fully
digital financial institution
that is actively introducing

innovations aimed at creating the
best customer experience and
supporting business growth.

ForteBank

Management Corporate
report governance

changing the business models of banks,
requiring them to constantly develop
and adapt to changes in customers’
lifestyles and business practices.

We create the best innovative services
for our customers and continue to
actively develop our convenient mobile
platform. Russian analytical agency
Markswebb named ForteBank’s mobile
app as number one in Kazakhstan and
among the top 10 in the CIS. Last year,
our customers made three times more
payments and transfers via our mobile
app, and the number of downloads of
our mobile banking app rose to 420,000.

We were the first bank in Kazakhstan
to implement augmented reality

(AR) in our mobile banking app. In
addition, we launched the Talk In virtual
assistant last year. We launched the
Apple Pay and FortePay payment
services (transfers and cardless cash
withdrawals using a phone number),
in addition to introducing the Cash by
Code function and other interesting
innovations. We are also working to
develop data analysis using machine
learning technology.

In 2018, we introduced an online
lending service. Now, our customers
can obtain a loan without visiting

a bank office. All they need to do is

Risk Marketing Human
management

resources

apply via the mobile app and, in a
few minutes, they will receive a loan
decision. If approved, the loan will be
disbursed the same day.

The ForteMarket project, which was
implemented in 2018, brings buyers,
sellers and manufacturers together on
a convenient online platform offering
televisions, smartphones, clothing and
household goods.

A new internet banking portal has

been introduced for entrepreneurs

and business owners. ForteStart is a
packaged offering for business start-ups
offering special tariffs and includes a
bank card, rapid short-term lending,
internet banking and point-of-sales
terminals.

Another new product, ForteKassa, is
a sales solution that automates sales
outlets and helps to manage sales,
inventory and staff.

We hope that such niche products,
combined with our mobile solutions,
will help entrepreneurs and business
owners to grow and develop.

Strategy

As part of its strategy, ForteBank seeks
to become a banking technology
leader by automating processes and

Social
policy

Environmental Other
protection policy information

ForteBank strives to support
the development of Kazakh
businesses and introduces
innovative services to help
entrepreneurs.

Financial
statements

procedures, as well as to become best in
terms of service quality. Our customers
can expect further rapid growth in this
area as well as a lot of interesting news.

We also aim to ensure the Bank's
long-term financial stability. To that
end, we constantly focus on optimising
expenses in accordance with business
development needs, improving the
quality of the loan portfolio and
generating stable income.

ForteBank intends to continue
strengthening its competitive positions.
This goal will be achieved by further
developing our customer-focused
product range of banking services,
including by introducing new solutions
and increasing operating efficiency.

The banking business has a significant
multiplier effect for the country,
impacting the quality of life and
economic growth. ForteBank has
always taken a responsible approach
to doing business. Our long-term
strategy is based on the principles

of sustainable growth that takes

into account the interests of all key
stakeholders.

Guram Andronikashvili,

Management Board Chairman,
ForteBank

annual report 2018 | 'gFOftEBaNk

BILLION

ForteBank’s assets
in 2018

9
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FORTEBANK STRATEGIC PRIORITIES

is one of Kazakhstan's
largest banks and was
established in its current
form in 2015 through the
merger of Alliance Bank,
Temirbank and ForteBank.
This forged a new, modern
financial institution
combining international
practices with experienced
management in developing
the banking sector amid
high levels of competition.
Today, the Bank has a
presence in all regions and
cities of Kazakhstan.

Over the past decade, the global
banking sector has undergone
profound changes. Amid technological
progress and globalisation, regulatory
requirements have been tightened in
response to recent financial crises,
fintech companies have grown rapidly,
margins from banking services have
fallen and an increasing number of
opportunities can be found at the
intersections with other sectors of

the economy. Banks that successfully
navigate the waters of innovation and
digitalisation achieve greater growth
and improve their profitability.

Forms of non-price competition
come to the fore in this environment,
including trust, the speed and
convenience of services, innovation
and personalised services.

In early 2019, ForteBank completed the
strategic goals that it set in 2015 ahead

of schedule, becoming one of the top
three banks in Kazakhstan in terms

of assets, increasing return on equity
and improving loan portfolio quality.
The achievement of the previous goals,
as well as new market realities and
challenges, logically led to the need to
revise the Strategy and gave ForteBank
a new impetus for the coming three to
flve years.

As a universal bank, ForteBank is
expanding its range of services

and opportunities for customers

by developing digital services and
creating the most popular ecosystem
of services on the market. The strategy
focuses especially on improving the
quality, speed, convenience, security
and reliability of services for the Bank's
customers.

The course that the Bank has taken to
create the most sought-after network

of ecosystems has determined the
strategic goals set for the next five
years:

e grow market share
e increase ROE
e improve customer service

e achieve technological
transformation.

To achieve these goals, the Bank is
implementing projects to: develop

the ecosystems of banking and
non-banking services; expand presence
on the retail and SME market; optimise
and automate internal processes;
improve customer experience and
automate relationship management;
update IT infrastructure; and create
data gathering and processing
systems.
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FORTEBANK’S
MISSION

The Bank is a modern,
technologically advanced
institution that provides
each customer with a
comprehensive range of
high-quality and reliable
banking services based on
international standards
and principles of corporate
ethics.

Following these principles
allows us to bring continued
benefits to our customers,
shareholders and employees.




About
ForteBank

Chairman’s
statement

Content

Strategic areas of activity:

e Maintain and improve competitive
positions on the retail and SME
market.

Strengthening the Bank’s market
positions entails both increasing

the customer base and improving
work with existing customers. This
includes developing and maintaining
an up-to-date, customer-focused
product line with a range of banking
services, introducing package and
niche products for SME businesses,
as well as developing a digital banking
platform that expands the functionality
of internet banking for corporate
customers, launching a service

SUBSIDIARIES

ForteLeasing JSC

(80.56%°) is a rapidly growing leasing company that operates

in all regions of Kazakhstan.

3ForteBank’s shareholding.

Management
report

Corporate
governance

transformation project and building an
ecosystem.

e \Work to access international capital
markets.

Opening limits in foreign banks for
treasury operations, trade finance

- including post-finance — and
implementing operations to finance the
import of capital goods and equipment
covered by export credit agencies.

e Implementing measures aimed
at improving employee efficiency,
motivation and incentivisation
closely linked to the Bank's labour
policies and strategic goals.

Human
resources

Risk Marketing
management

e Implementing measures to
improve loan portfolio quality by
systematically reducing the level of
non-performing loans.

OUSA-Alliance LLP (100%)

and OUSA-F LLP (100%) are companies that manage

doubtful and bad assets.

Other
information

Environmental
protection policy

Social
policy

KEY BUSINESS LINES

The primary goals of ForteBank’s
operations are to generate income
from banking and other operations
that banks are permitted to perform,
to conduct professional activities on
the securities market that banks are

ForteBank for retail
segments

Mass market
e Simple products and rapid service

e Network concentrated in large towns
e Highly automated and standardised
e Automated risk management (scoring)

Premium banking

e Personal consultant

o Individual / flexible conditions
e Private banking partnership

Retail products:

e Internet and mobile banking
e Loans (secured / unsecured)
e Card products

e Salary projects

Deposits (term / type)
e Money transfers
e ATMs and POS terminals

Financial
statements

permitted to perform, and other types
of activity that are not prohibited by
Kazakh legislation.

The Bank’s key business lines, including
its efforts to recover heritage problem
loans, include:

ForteBusiness

ForteCorporate

5 ForteBank
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The Bank makes an active contribution
to the development of Kazakhstan's
financial system as an initiator and active
participant in measures aimed at improv-
ing legislation and enforcement in the
financial sector.

ForteBank
Heritage

e High level of service

e Focus on less capital-intensive

e Standardised, simple products

and non-cyclical industries

e Government programmes e Focus on cash management

Customer focus with payroll

projects for retail cross-sales

Corporate products:

e Loans for investments / working capital finance
o Overdrafts

e Deposits

e Trade finance

e Government programmes / export finance

e Promissory notes / factoring

e Treasury operations

e Recovering heritage distressed
loan portfolio / collections
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GEOGRAPHIC FOOTPRINT
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Content

HISTORY
2015

e On 1 January 2015, as part of the reorganisation of Alliance
Bank JSC (now ForteBank JSC), ABC Bank JSC (previously
ForteBank JSC) and Temirbank JSC signed transfer acts
according to which all property, rights and obligations of ABC
Bank JSC and Temirbank JSC were transferred to the Bank. This
created a new, modern bank incorporating the strengths of each
of the three.

e On 23 January 2015, following a decision by the Listing
Commission of the Kazakhstan Stock Exchange (KASE),
the international bonds XS1153772725 and XS1154028200
(US$236.57 million; 15.12.14 — 15.12.24, fixed semi-annual
coupon of 11.75% per annum, 30/360) of Alliance Bank JSC
were included in KASE's official list in the category “other debt
securities”.

On 10 February 2015, Alliance Bank JSC was renamed as
ForteBank JSC.

On 13 February 2015, the issuer of the bonds KZ2C0Y20A641
(KZ2C00001485, TEBNb3) of Temirbank JSC was changed to
ForteBank JSC in the KASE trading system and databases.

e In March 2015, following a decision of the General Meeting of
Shareholders, the Bank’s preferred shares were exchanged for
common shares.

In May 2015, ForteCard, a unique next-generation card product,
was launched.

On 23 July 2015, the bonds KZP01Y10F043 (KZ2C00003374;
KZT1,000, KZT50 billion, 10 years, fixed semi-annual coupon of
10.13% per annum, 30/360) of ForteBank JSC were included in
KASE's official list in the category of “other debt securities”.

On 15 October 2015, the bonds KZP02Y10F041
(KZ2C00003473; KZT1,000, KZT65 billion, 10 years, fixed semi-
annual coupon of 10.13% per annum, 30/360) of ForteBank JSC
were included in KASE's official list in the category of “other debt
securities”.

Management

Corporate Risk Marketing Human Social
governance management resources policy

e On 5 May 2016, the bonds KZP03Y05F049 (KZ2C00003556;
KZT1,000, KZT18 billion, 5 years, fixed annual coupon, 3.5%
of the indexed par value per annum, 30/360) of ForteBank JSC
were included in KASE's official list in the category of “other debt
securities”.

e Launch of a next-generation internet banking platform developed
with the help of one of the world’s leading companies in this
field, Monitise PLC.

e In July 2016, ForteBank JSC completed the move of its head
office to the city of Nur-Sultan, address: 010017, Nur-Sultan, Esil
district, 8/1 Dostyk str.

e The first office was opened using a new format designed by
[talian company DINN.

e In September 2016, the international rating agency Moody's
upgraded its long-term deposit rating for the Bank, in local
and foreign currency, to ‘B3, the outlook ‘stable’. The baseline
credit assessment (BCA) was increased, reflecting a reduction
in corporate governance risks, improved profitability and
progress in recovering problem loans.

e In December 2016, the merger process of Temirbank JSC
and ABC Bank JSC with ForteBank JSC was completed. ABC
Bank JSC and Temirbank JSC ceased operations in accordance
with the orders of Kazakhstan's Ministry of Justice, numbers 507
and 508, dated 5 December 2016.

Financial
statements

Environmental Other
protection policy information

2017

e The Akim of South Kazakhstan Region, Zhanseit
Tuymenbayeyv, and the Chairman of the Bank's
Management Board, Magzhan Auezov, officially opened
the Bank’s new branch office in the city of Shymkent
and signed a Memorandum of Cooperation between the
Akimat and the Bank.

e The Akimat of Kyzylorda Region and the Bank signed a
Memorandum of Cooperation in which they formalised
their intentions to expand their mutual efforts to attract
investment and project financing in the region.

e In May, the Bank paid a total of KZT4.57 billion in
dividends for 2016 to holders of its common shares.

e An updated ForteBank mobile banking app with expanded
functionality was released.

e The bank's Moscow subsidiary, Alliance Finance LLP, was
voluntarily dissolved.

e The Bank’s new central regional branch in the city of
Kostanay and new city branch in Semey were opened.

e The new, high-tech branch format was unveiled in the
cities of Uralsk and Ust-Kamenogorsk.

e In a rating of mobile apps in Kazakhstan, ForteBank’s
mobile app was included among the top 10 apps in
Kazakhstan, winning the “Breakthrough of the Year” award
in the Finance category.

e ForteBank won the “Transformer of 2017" award in the
“Banking transformation” category for its innovative
business approach at the Kazakhstan Growth Forum K17
international conference.

5 ForteBank
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2018

e In February 2018, Guram Andronikashvili, who previously
held the position of First Deputy Chairman of the Bank's
Management Board, was appointed as Chairman of the
Bank's Management Board.

e In March 2018, Global Finance recognised ForteBank as
the “Best Bank in Kazakhstan”.

e In April 2018, the Bank paid a total of KZT7.75 billion in
dividends for 2017 to holders of its common shares.

e In July 2018, the international ratings agency Fitch
Ratings awarded ForteBank a long-term issuer default
rating of 'B’, the outlook ‘stable’, as well as a viability rating
of '‘B'.

e In September 2019, the Bank issued KZT220 billion in
unsecured coupon bonds.

e In December 2018, ForteBank announced the decisions
of the Board of Directors to acquire 100% stakes in Bank
Kassa Nova JSC and DAR ecosystem LLP (now One
Technologies LLP).

e On 30 November 2018, ForteBank was recognised as
“Bank of the Year in Kazakhstan” by The Banker (Financial
Times) for a second consecutive year.

e A branch in the city of Turkestan was created.



OIL PAINTING

Oil painting is one of the most common
techniques used by artists. Paints, that oil is
the main binding element of, are used in this

painting technique. Ideally, oil painting implies
painting with oil-based paints on canvas.

Oil painting requires a well-defined system,
technology and the proper use of materials. All
the best oil painting techniques were developed
during the Renaissance era. Oil paintings of
this time are exemplary not only in the sense of
artistic achievements but also technical ones.
Knowledge of the material properties enabled
that era artists to develop the style of oil painting
that has never been surpassed.
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FOCUS
ON TECHNOLOGY

ForteBank strives to create the best
innovative services for our customers.
We have developed mobile banking
app, which can be used by any bank’s
clients, and we were the first bank to
implement augmented reality in our
app. In 2018 our customers made three
times more payments and transfers

via mobile app, and the number of
downloads of our app rose to 420,000.



Risk Marketing Human
management resources

ECONOMIC
OVERVIEW

Overall, 2018 was character-
ised by the preservation of
moderate economic growth
rates, reduced inflation and
moderate fluctuations in
exchange rates.

Environmental Other
protection policy information

Inflation, %
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Source: Statistics Committee of the Ministry
of National Economy of Kazakhstan

In 2018, gross domestic product (GDP)
grew by 4.1% in real terms (according to
preliminary data), which is the same level
seen in 2017. The commodity sector
(there was an increase in production, as
well as favourable pricing conditions on

external markets throughout a significant

part of the year) and the government’s
economic support programmes
stimulated economic growth.

Financial
statements

GDP trends
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Inflation for the period (December 2018
compared with December 2017) was
5.3%, versus 7.1% in 2017. The average
US dollar exchange rate climbed by

6% year-on-year to KZT344.71 per
dollar. In an effort to stimulate lending
to the economy, the National Bank of
Kazakhstan continued to lower its base
rate. In 2018, the rate was reduced
from 10.25% t0 9.25%.
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Profitability of Kazakhstan’s
banking sector
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At the end of 2018, there were 28
second-tier banks in Kazakhstan's
banking sector, of which 14 had foreign
shareholders.

Total banking assets at the end of
2018 rose by 4.5% year-on-year to
KZT25.2 trillion. The loan portfolio
(which accounts for 55% of assets)
climbed by 1.3% year-on-year to
KZT13.8 trillion. Meanwhile, the volume
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Second-tier bank assets,
KZT billion
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of loans to corporate customers was
down 6.4%, while retail loans were up
17.2%. Consumer lending has been the
primary driver of the lending market in
recent years and saw growth of 18.7%
year-on-year in 2018, bringing the share
of consumer loans to more than a
quarter of the overall loan portfolio.

ForteBank

Management Corporate
report governance

Second-tier bank loan portfolio
trends
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At the end of 2018, second-tier

bank liabilities were up 5.2% at
KZT22.2 trillion. Of this, customer
deposits accounted for 76.7% of
overall liabilities. While the volume of
corporate deposits fell by 2.1% year-
on-year (bringing their share of total
deposits to 48.5%), retail deposits
climbed by 6.6% (51.5% share).
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Second-tier bank liability trends
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Banking sector income totalled
KZT632.4 billion in 2018, compared
with a net loss of KZT62.3 billion in
2017. Return on assets (ROA) was
2.61%in 2018 (-0.25% in 2017) and
return on equity (ROE) was 21.4%
(-2.12% in 2017).
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Key market positions

Financial
statements
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5 ForteBank

In 2018, ForteBank continued to strengthen its market positions. In addition, the Bank has performed well in comparison with

its primary competitors.

Share of total bank assets, %

. Halyk Bank - 34.3% . House Construction Savings Bank of Kazakhstan - 4%
. Sberbank Kazakhstan - 7.5% . Eurasian Bank - 4.4%
B rorteBank-7% B ArFBank-53%
Kaspi Bank - 6.7% . Bank CenterCredit - 6%
. Tsesnabank - 6.8% . Other - 17.9%

Source: National Bank of Kazakhstan

Share of total bank deposits, %
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. Halyk Bank - 38.2% . House Construction Savings Bank of Kazakhstan - 3.9%

. Sberbank Kazakhstan - 8.4% . Eurasian Bank - 4.4%

B rorteBank-6.2% B AtFBank-53%
Kaspi Bank - 7.2% . Bank CenterCredit - 6.2%
. Tsesnabank - 4.1% . Other - 16.1%
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