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3.4 HOTEL REAL ESTATE MARKET ANALYSIS

3.41 Market volume

The volume of services provided by accommodation The number of accommodation establishments refers
establishments in Kazakhstan continues to recover to the number of buildings providing hotel services or
after a sharp decline in 2020, caused by the temporary lodging. Such services in Kazakhstan can
pandemic. Positive dynamics are maintained, and be offered by both “starred hotels”, and non-rated
forecasts for 2024 indicate that figures will exceed hotels, as well as other accommodation facilities.

those of the same period last year, confirming the
steady growth of the tourism industry.

FIGURE 30. SUPPLY AND CHANGE OF SERVICES PROVIDED IN KAZAKHSTAN
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3.4.2 Accommodation facilities

Between 2019 and 2023, the average annual growth was opened in 2024, indicating a significant increase
rate in the number of accommodation facilities in investment activity within this sector.

was 3.7%, reflecting gradual expansion in the hotel

market. However, the highest number of new hotels
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FIGURE 31. NUMBER OF ACCOMODATION FACILITIES IN KAZAKHSTAN
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The key factors driving industry development
included growing international interest in Kazakhstan,
the expansion of visa-free entry arrangements for
several countries, the opening of new airports, and a
general recovery of the tourism sector following the
pandemic. According to data from the Ministry of
Tourism and Sports, the introduction of a 14-day visa-
free regime for Chinese citizens in July 2022, followed

4315
3970 3992
2022 2023 3K 2024
—— Growth, %

by a mutual visa-free agreement in November

2023, led to a twelvefold increase in visitors -from
18 thousand to 217 thousand. A similar effect was
observed with India: tourist numbers tripled from 28
thousand in 2022 to 78 thousand in 2023.

3.4.3 Supply of rooms and occupancy rates

Total number of rooms refers to the aggregate count
of all rooms across all accommodation facilities. This
metric closely mirrors the growth rate in the number
of accommodation establishments and currently
stands at 3.7%.

Average room occupancy reflects the percentage of
rooms occupied over a given period. International
hotel chains typically report occupancy rates between
50-60%. In contrast, low occupancy levels are
observed in non-classified hotels and other types of
accommodation.
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FIGURE 32. SUPPLY AND OCCUPANCY RATES OF ROOMS IN KAZAKHSTAN
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3.4.4 Tourism flow statistics

According to Statista Market Insights, tourism revenues began to recover, reaching USD 928 million
revenue in the Republic of Kazakhstan showed in 2023 - a 22% increase compared to the previous
consistent growth from 2017 to 2019, increasing year, confirming a strong recovery trend. This dynamic
from USD 819 million to USD 888 million, indicating illustrates the gradual revival of the tourism industry.

positive trends in the industry's pre-pandemic
development. However, in 2020, the COVID-19
pandemic caused a sharp revenue decline to USD 379
million, representing a 57% drop. This mirrored the
global crisis in the tourism sector. Starting from 2021,

FIGURE 33. TOURISM REVENUE, IN MILLION USD
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The development of tourism in Kazakhstan is
supported by significant preconditions and a
dedicated governmental strategy. The Concept

for Tourism Industry Development for 2023-2029
(Resolution No. 262, dated 28 March 2023) outlines
measures aimed at infrastructure modernisation,
improving transport accessibility, and enhancing the
quality of tourism services. Government support
includes visa liberalisation, promotion of national

brands, and stimulation of investment. Kazakhstan is

actively positioning itself as an international tourist
destination, leveraging public-private partnership
mechanisms.

At a global level, the recovery of international tourism
post-pandemic is creating favourable conditions

for increased inbound visitor flows. According to
UNWTO forecasts, global tourism flows are expected
to exceed pre-pandemic levels by 2024-2025,
further boosting interest in Kazakhstan as a tourist
destination.

FIGURE 34. FORECAST OF TOURIST FLOW IN ALMATY, THOUSAND PEOPLE
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ADR (Average Daily Room Rate) is the average price
per room night, or more precisely, the average price
guests pay per day (or per night) over a specific

period. ADR is calculated using the following formula:

total room revenue divided by the number of rooms
nights sold over the reporting period.

The current supply of hotel rooms offered by
international brands in Almaty totals 2,786 rooms,
encompassing 92 quality hotels ranging from 3*

to 5* ratings. Among these, there are nine 5-star
hotels, fifty-one 4-star hotels, and thirty-two 3-star
hotels, all represented by global hotel chains such as
Accor, IHG Hotels & Resorts, Marriott International,
Hilton Worldwide, and others. Occupancy rates and
ADR indicators in Almaty significantly exceed the

market averages, underscoring the high demand for
hotel services in the city. ADR growth rates not only
demonstrate positive dynamics but also surpass
inflation rates, particularly in the Luxury and Upper
Upscale segments (including properties such as Rixos
Almaty Hotel, InterContinental Almaty, Ritz-Carlton
Almaty, and Swissdtel Resort Almaty).

Traditionally, expected occupancy levels for these
categories are between 50% and 60%,; however,
occupancy rates in Almaty are notably higher,
indicating sustained demand for luxury hotel services.
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FIGURE 35. ADR AND OCCUPANCY (UPPER UPSCALE AND LUXURY) IN ALMATY
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Occupancy Rates and ADR indicators in Astana
demonstrate positive dynamics within Kazakhstan's
capital city hotel market.

The average ADR in the Upper Midscale and Upscale
segments (including Hilton Garden Inn Astana,

Park Inn by Radisson Astana, SAAD Hotel Astana,
Wyndham Garden Hotel Astana, Hampton by Hilton

B ADR, KZT

Astana Triumphal Arch, and Holiday Inn Express
Astana Turan) stands at USD 58.46 annually, with an
average occupancy rate of 46.9%. These indicators
show a significant decline during the pandemic
period; however, the last two years have witnessed a
recovery to pre-pandemic levels.

FIGURE 36. ADR AND OCCUPANCY (UPPER MIDSCALE AND UPSCALE) IN ASTANA
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In the Upper Upscale and Luxury segments (“Radisson the mid-tier segment, this hotel class demonstrates
Hotel Astana”, “Hilton Astana”, “Sheraton Astana steady growth in both room rates and occupancy
Hotel”, “Rixos President Hotel Astana”) the ADR is levels, indicating consistent demand within the
significantly higher, standing at USD 85.72 annually, premium sector.

with an average occupancy rate of 59.1%. Unlike

FIGURE 37. ADR AND OCCUPANCY (UPPER UPSCALE AND LUXURY) IN ASTANA
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Trend analysis confirms that Kazakhstan’s hotel and occupancy in the Upper Upscale and Luxury
market is gradually recovering from the pandemic, segments, making it increasingly attractive for
with a clear tendency towards increased profitability investment.

3.4.5 Commissioning of new facilities

Most newly opened and upcoming hotel properties e 23 projects (3,290 rooms) at the design stage,
are located in Almaty. Thus, in 2024, Almaty saw the estimated to cost approximately KZT 268 billion.
opening of 35 new accommodation facilities, including
20 hotels, 4 glamping sites, 8 hostels, and 3 guest
houses. In total, 836 rooms were commissioned.
Currently, the Akimat is monitoring the progress of
30 hotel projects with a combined investment value
of KZT 336.3 billion, which will significantly expand

the country’s total hotel capacity. Under these
investments, 4,415 rooms are planned, including:

Most hotels currently under construction will meet
high international standards, classified as either
5-star or Upper Upscale/Luxury according to STR’s
international classification. This indicates increasing
investor interest in the premium hotel segment and
strengthens Kazakhstan’s position in the high-end
tourism market.

e 7 projects (1,125 rooms) currently under

construction, with a total budget of KZT 68.3
billion.

™ https://forbes.kz/articles/akimat-almaty-investory-menyayut-prioritety-s-zhilishnogo-stroitelstva-na-gostinitsy
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3.5 RETAIL REAL ESTATE MARKET ANALYSIS

Kazakhstan's retail real estate market remains Retail trade is experiencing steady growth, averaging

one of the most sought-after segments within the over 12% annually, reaching KZT T million per capita in
commercial property sector. In 2024, Kazakhstan’s 2023. However, demand for high-quality retail space

retail property market was ranked 7th in the global significantly exceeds supply, creating an imbalance in

Retail Property Attractiveness Index.* ® the market.

FIGURE 38. RETAIL TRADE SUPPLY IN KAZAKHSTAN, PER CAPITA, KZT

1002957
852973
721506
625 408
1 6i3 I I
2018 2019 2020 2021 2022 2023

Source: BNS RK

FIGURE 39. COMPOSITION OF HOUSEHOLD CONSUMPTION IN THE REPUBLIC OF KAZAKHSTAN
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The main factor driving this demand is the shift in fashion trends are altering consumer habits and
consumer preferences. Visiting shopping centres is increasing expectations regarding the quality and
increasingly viewed not just as a necessity to make diversity of retail facilities. This evolution creates new
purchases, but also as a form of leisure activity. opportunities for developers and investors in the
The introduction of new retail-space standards, the retail real estate segment.

entry of international brands, and the influence of

> kearney.com



KAZAKHSTAN: COMMERCIAL REAL ESTATE AND THE PROSPECTS OF THE REIT MARKET 2025 49

FIGURE 40. GLA OF THE SHOPPING AND ENTERTAINMENT CENTRE MARKET IN ALMATY, SQ M
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FIGURE 41. DISTRIBUTION OF SHOPPING CENTRE SPACES BY TENANT CATEGORY IN ALMATY
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3.5.1 Market size of retail

The retail real estate market has two primary centres leasable area (GLA) of retail space in Almaty reaches
of floor space concentration: Almaty and Astana. 800,000 sg m, while in Astana this figure stands at
However, there is growing development activity approximately 500,000 sg m.

in major regional hubs as well. The total gross



50 ANALYSIS OF COMMERCIAL REAL ESTATE IN KAZAKHSTAN

FIGURE 42. OCCUPANCY RATE OF SHOPPING CENTRES IN ALMATY
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3.5.2 Density of retail space

The constraint density of high-quality retail space in
Kazakhstan remains significant, particularly in major
urban centres. In Almaty, retail space availability
stands at 390 sg m per 1,000 residents, while in
Astana, the figure is lower at 276 sq m due to the
city’s rapid population growth. Furthermore, the
distribution of retail space is uneven: in Almaty,
shortages are most evident in the Alatau and Zhetysu
districts, whereas in Astana, the right bank (including
the Baikonur, Saryarka, and Almaty districts)
experiences the highest demand pressure.

rate
3,66% = Vacancy
rate

The situation is even more pronounced in the
regions. In larger cities, retail space provision ranges
from 330 to 400 sg m per 1,000 residents, while in
provincial capitals it falls as low as 24 to 151 sg m.
These disparities highlight the untapped investment
potential in Kazakhstan’s retail property market. For
comparison, the retail space provision rate is 490 sq
m in Moscow and 581 sg m in St. Petersburg.

FIGURE 43. RETAIL SPACE PROVISION, SQ M PER 1,000 RESIDENTS
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3.5.3 New developments and commissioning

In recent years, Kazakhstan’s major regional hubs
have seen a steady increase in the construction of
large-scale retail complexes. In early 2024, Infinity
Mall was inaugurated in Atyrau, becoming the largest
shopping centre in Western Kazakhstan, with a gross
building area (GBA) of 54,000 sq m. In spring 2025,
the opening of «Maxi Mall» is anticipated in Ust-
Kamenogorsk, featuring a GBA of 50,000 sgm - a
project set to become a landmark retail destination in
the region.

3.5.4 Key trends

e Ashortage of high-quality retail properties in
the most developed districts of major cities has
created a supply-demand imbalance, opening up
significant opportunities for new development
projects.

¢ The growing competition from e-commerce has
increased the appeal of well-designed shopping
and entertainment centres that feature strong
infrastructure, diverse brand offerings, and rich
dining options. These complexes are evolving into
leisure destinations, driving higher foot traffic.

Almaty continues to expand its retail infrastructure.
In 2023, Aport East Mall was launched, offering
approximately 150,000 sqg. m of space, positioning
it among the largest retail facilities in the country. In
contrast, Astana’s most recent major development
remains Mega Silk Way, which opened in 2017. The
ongoing rollout of large-scale projects highlights
developers’ commitment to addressing growing
consumer demand and strengthening the supply of
modern, high-quality retail space.

e The periodic renovation and repositioning of
shopping centres has become a crucial strategy
for maintaining competitiveness. In a highly
saturated market, regular upgrades to design,
technical systems, and overall concept help retail
centres remain relevant and attractive to both
tenants and consumers.

INTERVIEW WITH TAIR BALGABEKOV,
CHIEF EXECUTIVE OFFICER OF CAPITAL TOWER
DEVELOPMENT (ESENTAI TOWER)

What are the current trends in the commercial real
estate market? Which segments - such as office or
retail are experiencing the most growth, and why?

We are currently witnessing a true boom across all
segments of Kazakhstan’s commercial real estate
market. In addition to office and retail assets, demand
has surged in the hospitality sector, where some
hotels are reporting average monthly occupancy rates
of 85-95%. Notably, vacancy rates in modern retail
and office centres are approaching zero - regardless
of asset class. In retail, occupancy is increasing across
all formats, including street retail, which highlights the
strength of consumer footfall and tenant demand.

How has demand for commercial real estate
evolved in recent years? In your view, which factors

- economic, demographic, technological - are driving
this change?

In my view, one of the key drivers of demand has been
the relocation of several international companies
from Russia during 2022-2023. Additionally, the
presence of Russian firms has increased substantially:
having lost access to certain markets many are now
expanding their operations across the post-Soviet
region, including Kazakhstan. This shift has materially
altered the demand profile for commercial real estate
in major cities.
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How do supply and absorption rates compare? Is
there a risk of oversupply or, conversely, a shortage
of quality assets?

| believe the market is nearing its peak, and we are
seeing a clear shortage of high-quality office space.
In the office segment, there is a pronounced deficit
of Class A business centres. Tenants are no longer
deterred by high rental rates or long-term lease
commitments. | expect the market to remain stable
over the next two years, with occupancy levels in top-
tier business centres hovering near 100%.

However, over the next three years, with the
commissioning of several new high-quality Class A
projects, tenants will gain greater choice. This could
lead to a redistribution of demand and a modest
decline in occupancy levels. That said, average rental
rates are likely to remain stable, as the developers of
new properties are unlikely to engage in price-cutting,
given the scale of investment and high development
costs.

As for Almaty, the city clearly lacks a luxury hotel
offering. Yet, due to the capital-intensive nature of
such developments, most developers prefer to invest
in mid-range hotel formats.

Regarding large-scale shopping malls, | believe it's
unlikely that we will see new major developments in
Almaty or Astana in the next two to three years.

What factors make commercial real estate
attractive to investors? Which sectors are currently
the most profitable?

Commercial real estate remains a highly attractive
investment vehicle for several reasons.

First, high-quality commercial assets typically generate
stable rental income. Lease agreements are usually
signed for terms of 3 to 5 years, and the typical
payback period ranges between 8 and 12 years.

Second, this asset class offers a hedge against
inflation, as rental rates tend to increase annually.
Furthermore, banks are generally willing to provide
financing secured against real estate, which enhances
the investment case.

Finally, the exit strategy is straightforward: if needed,
the asset can be sold. With the right selection and
competent management, its value can be appreciated
significantly over time.

In my view, the logistics and warehousing segment is
currently the most promising. This sector is gaining
momentum, but construction activity is lagging
behind rapidly growing demand. The trend is driven
by Kazakhstan’s strategic location in Central Asia -
positioning the country as a regional logistics hub

- and the explosive growth of e-commerce, which is
fuelling the need for expanded warehouse capacity.

How is the financing structure of commercial real
estate evolving? What is the current role of bank
financing, venture capital, and private equity?

The majority of commercial real estate acquisitions
are still financed through traditional bank lending.
Private investors typically target smaller assets valued
under USD 10 million. The period of 2023-2024 has
been marked by sustained growth in investment from
domestic Kazakhstani investors, alongside a noticeable
uptick in foreign direct investment. It’s worth noting,
however, that venture capital remains largely absent
from the commercial real estate sector. Venture
financing remains focused primarily on innovation-
driven and tech-based projects, indicating that this
form of capital is still at an early stage of adoption in
real estate markets.

How could the introduction of REITs impact the
commercial real estate market? Which real estate
segments stand to benefit the most from the
emergence of REIT structures?

REITs (Real Estate Investment Trusts) represent a
highly effective instrument for attracting capital. If

we look at the U.S. market as a benchmark, REITs

have demonstrated remarkable resilience and growth
potential - even in a high-interest rate environment.
Notably, in the U.S., REITs are not limited to
commercial real estate; they are also widely used to
fund healthcare-related assets (such as clinics and
senior living facilities), as well as infrastructure projects.

In Kazakhstan, REITs remain in the early stages

of adoption and are currently being tested as a
mechanism for both capital raising and real estate
asset management. At present, the main appeal

for major property owners lies in the tax incentives
provided through REIT structures registered under the
Astana International Financial Centre (AIFC) regime.
Nonetheless, | firmly believe that in the near future,
REITs will gain broader popularity and traction. We are
likely to see a growing number of high-profile projects
financed through this model, as the local market
matures and institutionalizes further.
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INTERVIEW WITH ANDREY TRETYAKOV
COMMERCIAL DIRECTOR, TALAN GALLERY, KERUEN,

KERUEN CITY, BAIZAAR MALL

What are the key trends shaping the development
of shopping and entertainment centres (malls) in
Kazakhstan? How has the market evolved over the
past 3-5 years?

In recent years, we’ve seen a marked shift in
developer interest away from the traditional core
markets of Almaty and Astana toward regional cities.
At the same time, Kazakhstan’s retail real estate
sector is undergoing a major transformation under
the influence of rising e-commerce penetration. In
response, malls are actively adapting their concepts
and formats to align with evolving consumer
preferences and behavioural patterns.

Which mall formats are currently most in demand?
Are we seeing a shift away from traditional malls
toward alternative formats?

The greatest demand today is for large-scale malls
that feature expansive food & beverage (F&B)
areas and robust entertainment offerings. These
multifunctional spaces cater not just to retail needs
but also to social and leisure expectations.

How are tenant behaviours changing? Which
categories of retailers are expanding, and which are
downsizing their presence in malls?

We are observing a steady influx of professional and
well-established players, including both international
brands and local “white-label” operators. At the same
time, the consumer electronics and home appliances
sector has shown signs of contraction, as retailers
respond to recent market pressures by optimizing
their operational models. One particularly notable
trend is the rotation of anchor tenants, whereby
large retail footprints are being restructured into
gallery-style formats. This transition enhances both
the average spend per visitor and rental income, by
creating space for multiple high-performing tenants—
often leading international and local brands.

How are lease structures evolving? Has there been
an increase in turnover-based rent agreements?

Turnover-based rent agreements have become the
standard practice in the market. Almost all lease
contracts include this structure. A more recent
development is the implementation of digital
platforms for real-time sales tracking and analytics,
allowing landlords to make more informed leasing and
operational decisions.

How has foot traffic in malls changed in recent
years? What factors have had the greatest impact -
economic conditions, online retail, inflation, etc.?

Post-pandemic analysis shows a stable upward

trend in mall footfall. While macroeconomic factors
undoubtedly influence consumer purchasing power,
their direct impact on mall visits has been relatively
limited. This is largely due to the transformation of
malls into multifunctional destinations for leisure and
social interaction. Shoppers are no longer visiting
purely for transactions - they are seeking experiences,
entertainment, and community engagement.

What is your outlook for the future of malls
in Kazakhstan over the next 5-10 years? What
changes in mall concepts will be most important?

We expect malls to continue evolving into integrated,
multi-use environments that combine retail,
entertainment, education, and services to meet a
wide range of visitor needs.

In the near term, several new mall projects are
expected to launch across major cities and regional
centres - a strong indication of investor confidence in
the sector’s growth potential. Cities like Aktobe and
Atyrau, with their rising populations and increasing
economic activity, offer compelling opportunities for
mall development.
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41 DESCRIPTION OF THE REIT (REAL ESTATE INVESTMENT
TRUSTS) CONCEPT, THEIR KEY ADVANTAGES, AND
OBJECTIVES

Real Estate Investment Trusts (REITs) and transparency of REITs on the stock markets,
while issuers enjoy tax incentives that enhance their

A Real Estate Investment Trust (REIT) is a specialized ; ) )
attractiveness for business operations.

form of investment company engaged in owning and

investing in real estate properties, as well as managing As a result, the returns from REITs generally exceed
and financing these properties to ensure a stable deposit rates and are comparable to the returns on
income for shareholders. high-rated corporate bonds, making this instrument

The key advantage of REITs is the opportunity for an effective way for long-term investing.

retail investors to participate in the real estate
market without direct asset management, benefiting
from both capital appreciation and regular income.
Additional benefits for investors include high liquidity

FIGURE 44. FTSE EPRA/NAREIT GLOBAL REAL ESTATE INDEX RETURNS AS OF APRIL 10, 2024, BY REGION
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4.2 KEY RULES AND ADVANTAGES OF REITS

The operation of REITs is regulated by a special legal jurisdictional regulatory differences across countries,
framework that ensures maximum transparency of the fundamental principles governing REITs remain
operations, investment accessibility, and operational universal.

efficiency of this financial instrument. Despite

4.2.1 Preferential tax regime for issuers

REITs in different countries benefit from tax incentives These incentives help avoid double taxation and
to encourage investment in real estate. The main efficiently allocate income from real estate.
advantage is the exemption from corporate tax when

a large portion of profits is distributed to investors.
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4.2.2 Stable dividend payments

In accordance with international practice, REITs

are required to distribute at least 80-90% of their
taxable income to shareholders. This system ensures
a stable flow of dividend payments for investors.
Additionally, due to the special tax regime that allows

dividend payments to be deducted from the taxable
base, most REITs distribute 100% of their profits to
shareholders in order to fully exempt themselves from
corporate tax in several jurisdictions.

4.2.3 Primary source of income - rental income

In accordance with regulatory requirements, REITs
must generate at least 75% of their gross income
from real estate operations, primarily through rental

4.2.4 Real estate asset share

Additionally, at least 75%-80% of the fund's assets
and income must be invested in real estate, and each
property in the portfolio must remain in the fund for

income. However, the threshold values may vary
depending on the legislation of a specific jurisdiction.

a specified number of years. This requirement helps
promote the stability and long-term sustainability of
investments.

4.2.5 More accurate pricing with the participation of

professional investors

Institutional investors play a key role in the price
discovery mechanism in the REIT market, as they
possess significant analytical resources, a deep
understanding of fundamental factors, and access to
non-public information that affects asset valuations.
Their involvement helps increase market liquidity,
reduce information asymmetry, and generate more
effective price signals. Moreover, the presence of

institutional capital strengthens corporate governance
monitoring, which enhances information disclosure
and reduces the risk of inefficient asset allocation.
This, in turn, leads to a reduction in the spread
between buy and sell prices, increases trust in REIT
financial metrics, and decreases the volatility of
market quotes.

4.2.6 Improved access to financing at mature stages of

development

At more mature stages of development, REITs benefit
from improved access to debt financing due to the
predictability and stability of cash flows generated by
long-term lease agreements. The conservative asset
structure and high degree of tenant diversification
allow such funds to secure more favourable capital-
raising conditions both in the banking sector and on
the public debt markets.

Increased reliability and transparency of the business
model contributes to obtaining investment-grade
credit ratings, which reduces the cost of borrowing
and expands refinancing opportunities. As a result,
REITs can more effectively manage their capital
structure, lower the cost of equity, and enhance
shareholder returns through optimal use of financial
leverage.
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4.2.7 Ownership concentration restrictions

To ensure broad ownership distribution and maintain by a group of five or fewer investors. Additionally,
the status of a collective investment instrument, in many jurisdictions, there are requirements for
REITs are subject to certain ownership concentration a minimum level of free float to ensure sufficient
restrictions. Specifically, U.S. legislation stipulates that liquidity of shares on the open market.

no more than 50% of a REIT's shares can be owned

4.2.8 Restrictions on speculative transactions

In many countries, REITs are subject to restrictions on comply with this requirement results in the loss of
speculative real estate transactions, as their primary tax benefits for the REIT. For example, in the United
goal is long-term asset management. The main Kingdom, a REIT loses its special status if more than
source of income should be long-term leasing and 25% of its income is derived from buying and selling
property management, excluding reliance on short- properties, rather than from rental income.

term speculative real estate transactions. Failure to

4.3 TYPES OF REITS

Market capitalization of Real Estate Investment Trusts
(REITs) in the USA from 2019 to 2023 by property
type (in billions of US dollars).

FIGURE 45. MARKET CAP OF REITS IN THE U.S. 2019-2023, BY PROPERTY TYPE
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CTpykTypHbie Buabl REIT
1. Office properties

The main activity involves investing in office buildings,
which are then leased to corporate and government
tenants. The profitability of this segment is directly
correlated with the market demand for office space in
specific locations.

2. Retail properties

This type of REIT specializes in managing a portfolio
of retail properties, including shopping centres, malls,
and retail parks. The profitability of such funds is
directly tied to the state of the retail market and the
level of consumer demand in specific locations.

3. Industrial properties

This type of REIT focuses on managing warehouse and
logistics complexes, including e-commerce centres.
This segment has become particularly significant

with the active growth of online retail and digital
commerce.

4, Residential properties

The primary activity of these REITs involves investing
in multi-family homes, residential complexes, and
student housing, where the main source of income is
long-term leasing of these properties.

Structural types of REITs

Like other investment structures, each REIT follows
a specific strategy that requires careful analysis

by potential investors. Depending on their area of
activity, REITs are divided into three main categories:

1. Equity REITs specialize in owning and managing
income-generating real estate, with the main
income coming from rental payments. As demand
for real estate grows, both dividend payments
and the value of the fund increase. The valuation
of these REITs is conducted using a methodology
similar to that used for common stocks.

2. Mortgage REITs are involved in financing
construction and providing mortgage loans
secured by real estate. The main source of income
for these REITs comes from interest payments on
the loans provided. Their dynamics are similar to
the bond market, as their profitability is largely
determined by interest rates and the cost of
borrowed capital.

5. Hospitality properties

These REITs specialize in investments in hospitality
properties, including hotels, resorts, and serviced
apartments. The profitability of this segment is closely
linked to the intensity of tourist traffic and overall
economic conditions.

6. Healthcare REITs

This type of REIT specializes in investing in healthcare
properties, including hospitals, clinics, nursing homes,
and medical centres. The sustained growth of this
sector is driven by demographic trends associated
with an aging population.

7. Data Centre REITs

These REITs specialize in managing data centres,
providing infrastructure solutions for IT companies
and cloud services. In the context of the active
digitalization of the economy, this segment shows
significant growth potential and attracts heightened
attention from investors.

3. Hybrid REITs combine both models, investing in
both real estate and mortgage instruments. By
combining rental income and interest payments,
these REITs allow investors to diversify their risks.
However, they require a comprehensive approach
to analysis and valuation.

It is worth noting that equity REITs are the dominant
form, making up the majority of the market volume.
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4.4 HISTORY OF REIT DEVELOPMENT: FROM IDEATO
GLOBAL EXPANSION

Real Estate Investment Trusts (REITs) have become an
essential part of the global financial market, providing
investors with access to commercial real estate. Their

history began in the mid-20th century in the United

States, and the concept later spread worldwide,
adapting to various economic and legislative
conditions.

4.4.1 The Emergence of REITs in the USA (1960s)

REITs were created in the United States in 1960 with
the passing of the Real Estate Investment Trust Act.
This law allowed private investors to earn income

from commercial real estate by purchasing shares in

An important catalyst for the development of REITs
was the introduction of tax incentives—specifically,
the exemption from corporate tax on the condition
that at least 90% of profits are distributed as

specialized funds, which was previously only accessible
to wealthy individuals and institutional investors.

dividends. The first REITs, including American Realty
Trust, focused on investments in commercial real
estate and multi-family residential complexes, laying
the foundation for the industry's further growth.

4.4.2 Growth of REIT Popularity (1970s-1990s)

After a successful start in the United States, the

REIT model significantly expanded its presence in

the market. In the 1970s, funds began diversifying
their portfolios by adding residential and healthcare
properties. A significant milestone in development
came with changes to the U.S. tax code in 1986, which
attracted additional capital to the sector.

In the 1990s, the REIT industry entered a new phase
of growth amid a real estate market boom and an
increase in the number of public funds. A prominent
example of success during this period was the
establishment of Simon Property Group in 1991, which
later became the largest commercial real estate fund
in the world.

4.4.3 International Expansion of REITs (1990s-2000s)

After the successful introduction of REITs in

the United States, the concept spread widely
internationally. Many countries adapted their
legislation to create their own versions of real estate
investment funds. The Netherlands pioneered this in
1969, followed by Australia in 1971, which established
the Listed Property Trusts (LPT) system. Later,
countries like Canada (1993), Singapore (1999), France
(2003), and Hong Kong (2003) also incorporated
REITs into their financial systems.

The global popularity of REITs is driven by several key
factors. First, they provide an effective mechanism
for raising capital in the real estate sector without
the need for direct property ownership. Second,
investors benefit from significant advantages such
as high liquidity compared to traditional real estate
investments, and the exemption from corporate
taxation makes REITs an especially attractive
investment tool for businesses.
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4.4.4 Modern Development of REITs (2010s - Present)

In recent years, REITs have solidified their position
as a global investment tool, covering more than

40 countries with a total market capitalization of
approximately USD 2 trillion. The modern REIT
market is characterized by significant diversification,
including the active development of the technology
segment with the emergence of specialized funds

in data centres (Equinix) and telecommunications
infrastructure (American Tower).

There has been substantial growth in specialized REITs
in sectors such as logistics, warehouse, and healthcare
real estate. The Asian REIT market, particularly

in Japan, Singapore, and South Korea, has been
especially dynamic.

A significant milestone for the industry occurred in
2016 when REITs were categorized as a separate
sector in the S&P 500, greatly enhancing their
investment appeal. The COVID-19 pandemic in the
2020s had an uneven impact on the market: while
hospitality and office REITs experienced a temporary
decline in profitability, the warehouse and logistics
real estate segment saw significant growth due to the
accelerated rise of e-commerce.

FIGURE 46. SIZE OF THE GLOBAL REAL ESTATE MARKET LISTED ON STOCK EXCHANGES AS OF DECEMBER 2024, BY

REGION (IN BILLION USD)
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FIGURE 47. REITS WORLDWIDE: COUNTRIES AND REGIONS WITH REITS. 60 YEARS OF GROWTH.

REIT Growth Over Time

“

Source: Nareit

FIGURE 48. PRICE-TO-EQUITY (PE) RATIO, BY COUNTRY
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4.5 RELEVANCE OF IMPLEMENTING REITS FOR

KAZAKHSTAN

The implementation of Real Estate Investment
Trusts (REITs) in Kazakhstan is becoming increasingly
relevant against the backdrop of economic growth,
the expansion of the real estate market, and the
need to attract investment. Below are key aspects
highlighting the relevance of this instrument for the
country.

Attracting foreign investments

In the context of Kazakhstan's active pursuit of
integration into the global economy, REITs represent a
promising tool for attracting foreign investments into
the country's real estate market. The implementation
of this mechanism can ensure a significant inflow of
foreign capital and stimulate the development of
strategically important properties, including office
spaces, shopping centres, and hotel complexes. REITs
are particularly valuable due to their transparent and
standardized structure, which fully aligns with the
preferences of international investors.

Infrastructure development

As part of its infrastructure modernization,
Kazakhstan is actively investing in the development of
commercial real estate, transport hubs, and tourism-
related properties. The introduction of specialized
REITs for infrastructure projects could significantly
accelerate the implementation of these initiatives and
ensure higher quality of the developed real estate
through professional management and the attraction
of additional capital.

Building investor confidence

In the context of Kazakhstan's developing financial
market, increasing transparency and strengthening
trust in investment instruments becomes especially
relevant. Implementing REITs, with their public
management form and stringent financial disclosure
requirements, will create additional control
mechanisms and reduce investment risks, positively
impacting overall investor confidence in the market.

Attracting retail investor funds

Given the high cost of commercial real estate, which
traditionally limits investment opportunities for
private individuals, REITs open up new prospects for
retail investors. This instrument allows participation in
large-scale real estate projects with a minimal entry
threshold, thereby attracting additional capital and
democratizing the real estate market.

Economic diversification

The development of REITs is particularly relevant in
the context of Kazakhstan's economic diversification
strategy. The country is actively working to reduce

its dependency on the raw materials sector, and

the growth of the real estate sector through REITs
represents an effective mechanism to strengthen the
non-resource sectors of the economy.

Supporting the pension system

The implementation of REITs could significantly
support the development of Kazakhstan's pension
system, which currently faces a need for reliable
investment instruments with high returns. REITs
represent an optimal solution for pension fund
placement, providing stable long-term income while
maintaining relatively low risk levels.

Fighting the shadow economy

In the fight against the shadow economy in the real
estate sector, the implementation of REITs will serve
as an effective tool to enhance market transparency.
The strict reporting and regulatory requirements for
REITs will ensure a higher level of control over real
estate transactions, naturally leading to a reduction in
illegal operations within this sector.



KAZAKHSTAN: COMMERCIAL REAL ESTATE AND THE PROSPECTS OF THE REIT MARKET 2025 63

4.6 KEY PERFORMANCE INDICATORS OF REITS

The effectiveness and reliability of Real Estate
Investment Trusts (REITs) are evaluated based on a
range of fundamental financial and market metrics
that help investors analyse the fund's attractiveness
and long-term sustainability.

Market Capitalization and Asset Value

The market capitalization of REIT is defined as the
total value of all outstanding shares, multiplied by
their current market price. This indicator allows for
the assessment of the fund's size, its impact on the
industry, and its resilience to market fluctuations.
High market capitalization often signals stability
and high liquidity of REIT shares, making them more
attractive to institutional investors.

FIGURE 49. LEADING REAL ESTATE INVESTMENT TRUSTS (REITS) WORLDWIDE AS OF DECEMBER 31, 2024, BY

MARKET CAPITALIZATION (IN BILLION USD)
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Dividend payments

One of the key advantages of investing in REITs is the
stable dividend yield. The Dividend Yield is calculated
as the ratio of the annual dividend to the current
share price, and it reflects the attractiveness of the
fund in terms of regular payments to investors.

40,00 60,00 80,00 100,00 120,00



64 REIT CONCEPT

FIGURE 50. DIVIDEND YIELD OF THE FTSE EPRA/NAREIT GLOBAL REAL ESTATE INDEX

FROM 2019 TO APRIL 2024, BY REGION
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Return

This indicator allows for the assessment of the actual
profitability of investments in the fund over a specific
period and is a key criterion for comparison with other
investment instruments such as stocks, bonds, or
alternative assets.

Financial indicators and enhanced transparency

The transparency of reporting and financial stability
are important factors influencing the attractiveness of
REITs for investors. Several indicators help analyse the
financial health of a fund:

2022 2023 YTD 2024

PE Ratio (Price-to-Earnings Ratio) - the ratio of the
market price of a share to earnings per share. This
ratio helps determine whether a REIT is overvalued
or undervalued. Unlike traditional companies, for
REITs this indicator is not always applicable, as a
large portion of profits is distributed in the form of
dividends.
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FIGURE 51. PRICE-TO-EQUITY (PE) RATIO OF REAL ESTATE INVESTMENT TRUSTS (REITS) IN DIFFERENT MARKETS
WORLDWIDE FROM MARCH 2020 TO MARCH 2023, BY COUNTRY
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FFO (Funds from Operations) is one of the key FFO metric provides a more accurate reflection of
metrics used to assess the profitability of REITs. It the fund's cash flows than the standard net income
takes the net income and adds back depreciation metric.
and amortization expenses related to real estate. The
FIGURE 52. REVENUE GROWTH ASSESSMENT FROM OPERATIONS (FFO) OF THE 50 LARGEST REAL ESTATE
INVESTMENT TRUSTS (REITS) IN THE UNITED STATES FROM 2023 TO 2024
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4.7 EXAMPLES OF SUCCESSFUL CASES

The development of Real Estate Investment Trusts
(REITs) in various countries showcases successful
models of attracting investors, diversifying assets,
and market growth. Let’s look at examples from
key regions where REITs have become an important
investment tool for real estate.

1. United States: the largest and most developed
REIT market

The United States is the birthplace of the REIT
concept, where this instrument was legislated in 1960.
Today, the U.S. REIT market is the largest in the world,
encompassing thousands of properties across various
sectors.

Key Success Factors:

e High Liquidity: REITs benefit from active
participation by both retail and institutional
investors.

e Asset Diversification: Funds invest in office,
residential, industrial, hospitality properties,
healthcare centres, and data centres.

e Strict Regulation and Financial Transparency: This
ensures greater investor confidence

e Tax Incentives: These stimulate dividend payouts
and attract capital.

FIGURE 53. MARKET CAPITALIZATION OF THE FTSE NAREIT ALL EQUITY REITS INDEX
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2. Europe: steady growth and institutional
investments

The European REIT market has been actively
developing since the 2000s, when many countries,
including the UK, France, and Germany, introduced
their own legislative frameworks to regulate real
estate funds.

0 I I I I I I

2019 2020 2021

2022 2023 2024

Key Success Factors:

e Steady Demand from Institutional Investors:
Pension funds and insurance companies are key
players in the market.

¢ Development of Specialized REITs: These funds
focus on high-yield real estate segments, such as
logistics, hotels, and co-working spaces.

e Government Support: Tax incentives are provided
for diversified funds.
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FIGURE 54. MARKET CAPITALIZATION OF THE FTSE EPRA NAREIT DEVELOPED EUROPE REIT AND NON-REITS INDEX
AS OF MARCH 29, 2024, BY COUNTRY (IN BILLION EUROS)
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FIGURE 55. MARKET CAPITALIZATION OF REAL ESTATE INVESTMENT TRUSTS (REITS) IN THE UNITED KINGDOM
FROM MARCH 2019 TO DECEMBER 2024 (IN BILLION USD)
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FIGURE 56. MARKET CAPITALIZATION OF REAL ESTATE INVESTMENT TRUSTS (REITS) IN FRANCE
FROM MARCH 2019 TO DECEMBER 2024 (IN BILLION USD)
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3. Singapore: regional financial REIT Hub in Asia

Asset Diversification: Singaporean REITs manage
not only local properties but also assets in
Australia, Japan, China, and Europe.

Singapore has become one of the leading REIT
centres in Asia due to its stable economy, strict
regulation, and international capital. High Liquidity and Accessibility for Retail
Investors: This makes the REIT market attractive
for smaller private investments.

Attracting International Investors: The favourable

Key Success Factors:

tax regime and convenient legal framework make
it an attractive market for foreign investors.



KAZAKHSTAN: COMMERCIAL REAL ESTATE AND THE PROSPECTS OF THE REIT MARKET 2025 69

FIGURE 57. MARKET CAPITALIZATION OF REAL ESTATE INVESTMENT TRUSTS (REITS) IN SINGAPORE FROM
Q12019 TO Q4 2024 (IN BILLION USD)
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The experience of the United States, Europe, and
Singapore shows that the successful development of
REITs depends on asset diversification, high liquidity,
market transparency, and active participation of retail

investors. These models can be useful when forming
and developing the REIT market in Kazakhstan,
providing new investment opportunities.
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REIT ONE _ functions from September of 2023

core asset — Fortis office building (Almaty city)

the first REIT in AIFC GLA — over 10K sgm

periodic indexation of rent revenue to US Dollar exchange rate
https://reitone.fund

Shares in our funds are available to professional (qualified) investors only.
Please contact our team to find out more details about the fund
and terms and conditions for investment.
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PIONEER IN AIFC REITS

TSPG REIT _ functions from May of 2024

. _ core assets — Dostyk Plaza and Shymkent Plaza shopping malls
the first umbrella REIT in AIFC GLA - over 80K sqm

monthly indexation of rent revenue to US Dollar exchange rate
https://tspgreit.com

Shares in our funds are available to professional (qualified) investors only.
Please contact our team to find out more details about the fund
and terms and conditions for investment.

Astana, 55/20 Mangilik El
https://www.fiduciary.kz
info@fiduciary.kz
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51 THE ROLE OF AIFC IN THE DEVELOPMENT OF THE REAL

ESTATE SECTOR

The AIFC plays a significant role in enhancing
Kazakhstan's investment climate and financial market
by creating favourable conditions for attracting capital
into the real estate sector. Within its jurisdiction,

AIFC provides investors and developers with a broad
range of financial instruments and legal mechanisms
that facilitate effective asset management and
investments in real estate.

As of the end of 2024, 51 companies operating in
the real estate sector were registered within the
AIFC. The engagement of both international and
local participants contributes to the formation of a
competitive real estate market, built upon advanced
legal standards and regulatory mechanisms aligned
with the principles of English common law applied
within the AIFC.

One of the key instruments for attracting institutional
and private investors is the opportunity to

establish REITs within the AIFC jurisdiction. A REIT

is a specialized structure that owns and manages
income-generating real estate assets to generate
rental income and achieve capital appreciation. REITs
registered within the AIFC can raise capital from both
local and international investors, providing them
access to a diversified real estate portfolio with a
transparent management structure.

By leveraging advanced corporate governance
practices, a favourable tax regime, and clear
regulation, the AIFC facilitates the creation of an
effective platform for real estate investments. This,
in turn, supports the development of the financial
market, enhances asset liquidity, and expands
opportunities for Kazakhstan’s long-term economic
growth.

5.2 REAL ESTATE FUNDS IN KAZAKHSTAN: REIT FUNDS
UNDER AIFC REGULATION AND JOINT-STOCK REAL
ESTATE INVESTMENT FUNDS (AIFN) UNDER NATIONAL

REGULATION

As of the end of 2024, seven management companies
were operating in Kazakhstan. The total number of
AIFN and REIT funds amounted to 16, of which five
funds were under the jurisdiction of AIFC. These
investment funds specialize in managing various
commercial real estate properties, including shopping
complexes and business centres.

By the end of 2024, the net assets of AIFN, regulated
under national legislation amounted to USD 82
million. The net assets of REIT funds in AIFC exceeded
USD 38 million. It is important to note that these
figures do not reflect the market value of the funds'
assets due to the conservative approach applied in
property valuation.

Overall, the net assets of AIFN under national
regulation have exhibited a sustained downward
trend in USD terms since 2020. In 2022, net assets
contracted as a result of both a depreciation of the
Kazakhstani tenge and a 4.8% decline in the value
of tenge-denominated assets. While 2023 saw a
partial recovery in local currency terms, net assets in
USD remained subdued, underscoring the continued
impact of foreign exchange volatility on portfolio
valuations. In 2024, net assets declined sharply by
78%, falling to $82 million. This significant drop was
driven by structural transformations within several
AIFNs and further FX depreciation, highlighting
elevated currency risk exposure across the sector.

Over the past two years, the net assets of REITs
under the AIFC jurisdiction have grown significantly,
rising from $14 million in 2023 to over $38 million
in 2024. This increase was driven by the registration
of new REITs as well as the growth in net assets of
existing funds.
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FIGURE 58. NET ASSETS OF REAL ESTATE INVESTMENT FUNDS (AIFN AND REIT), MILLION $
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At the same time, Kazakhstan has seen a positive
trend in the growing number of AIFN and REIT asset
managers. This trend has been primarily driven by

an increase in the number of funds registered under
the AIFC jurisdiction. The development of the AIFC’s
institutional framework is creating new opportunities
for scaling investment activity, strengthening the
collective investment market, and facilitating greater
capital inflows into the real estate sector.

As of the end of 2024, 11 AIFN were operating under
national regulation, including JSC "AIFN RETAM," JSC
"AIFN Car City," and JSC "AIFN SNS INVESTMENTS."
Over the same period, five REIT funds were registered
in the AIFC, including ONE OEIC, SEVEN OEIC, TS
Property Group (TSPG), Global Property REIT OEIC,
and Prosperity Development Fund. ™

6 AFSA, Public Register
7 TSPG

2022 2023 2024

W AIFC regulation*

Source: NBKR, AIFC calculations

For example, the ONE fund, the first REIT in the

AIFC jurisdiction, was formed based on the Fortis
Business Centre (Almaty). The TSPG fund consolidates
two major shopping and entertainment centres in
Kazakhstan - Dostyk Plaza (Almaty) and Shymkent
Plaza (Shymkent).”
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FIGURE 59. NUMBER OF REAL-ESTATE INVESTMENT FUND MANAGERS (AIFN AND REIT)

2020 2021 2022 2023 2024

m National regulation W AIFC regulation

Source: ARDFM, AFSA

FIGURE 60. NUMBER OF REAL-ESTATE INVESTMENT FUNDS (AIFN AND REIT)

2020 2021 2022 2023 2024

B National regulation B AIFC regulation

Source: ARDFM, AFSA
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5.3 SOME REQUIREMENTS FOR REIT FUNDS IN THE AIFC

The AIFC offers two categories of funds based on
investor classification:

1. Non-exempt fund - a collective investment
structure whose shares are offered within the
AIFC.

2. Exempt fund - subject to less stringent regulation
compared to non-exempt funds and is available
exclusively to professional clients.

In the AIFC jurisdiction, both non-exempt and
exempt funds can be established as specialized funds
focused on specific types of business and investment
objectives. Specialized funds also include REIT funds.

Given that non-exempt funds target retail clients, the
degree and scope of disclosure and the requirements
applicable to non-exempt funds are more stringent
than those for exempt funds.

FIGURE 61. REIT CATEGORIES: NON-EXEMPT FUND AND EXEMPT FUND

Non-exempt fund Exempt fund

Managing firm MecTHbIN MecTHbI MHocTpaHHBbIN
Minimum capital
requirements for US$ 150,000 US$ 50,000* -
managing firm
Location of fund AIFC and foreign jurisdictions AIFC
Fun'd. reglstrat|on/ Registration Notification Registration
notification
Fund establishment Required
Fund establishment Required
Fund establishment No restrictions Only professional clients
Minimum subscription ) US$ 50,000
amount
Custodian Required

Required

Fund auditor

Annually and
Periodic reporting quarterly

Not required

Periodic reporting

Annually (IFRS or US-GAAP)

Source: AFSA

8 AFSA, Guide to Fund Management and Funds in the AIFC (2023)
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It is important to highlight that certain regulatory

requirements for REITs under the AIFC framework
align with those applicable to AIFNs under national
regulation. Both approaches stipulate that at least
80% of assets must be invested in real estate and

Advantages of the AIFC for REIT Funds:
¢ Independent judicial system

e Regulatory framework familiar to foreign
investors

e Certain tax benefits

e The AIFC also allows the creation of various

specialized funds that can invest in the real estate

sector (e.g., private equity funds investing in
REITs)

at least 50% of income must come from rent.
Additionally, AIFC also requires the distribution of at
least 80% of the annual net profit among investors.

e REIT funds may invest no more than 10%
of net asset value in projects that are under
construction;?

e |nvestors can transfer their real estate to REIT
funds, which distribute it among a pool of
investors.

5.4 FUND CREATION PROCESS IN THE AIFC

The diagram presents a step-by-step procedure for
creating a fund in the AIFC, showing the key stages
of the process from the initial consultation to the
establishment of the fund. The process begins with
the fund manager approaching the AIFC team for
clarifications (Step 1), followed by the payment of
registration fees (Step 2). This is followed by the
submission of registration forms and offer materials
(Step 3), which undergo a completeness check
(Step 4) and analysis (Step 5) by a responsible

employee. At the decision-making stage (Step 6), the
AFSA approves or rejects the application, and if the
decision is positive, the fund is officially established
(Step 7). This structured approach ensures
transparency and consistency in the fund registration
process in the AIFC.

21 Subject to regulatory requirements, such as providing a guaranteed letter confirming the successful completion of the

project.
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FIGURE 62. FUND CREATION PROCESS IN THE AIFC

@ > $ > =

> QA > @ >v > H

Step 1. Step 2. Step 3. Step 4. Step 5. Step 6. Step 7.
Start Registration Fee Submission of Verification of Analysis of Decision making Creation of the
documents completeness documents fund
The fund The fund manager The fund The responsible The responsible AFSA makes If the decision
manager pays the fees manager submits employee employee (Case a decision to is positive, the
approaches for submitting registration/ (Case Officer) Officer) reviews approve (proceed fund manager
the AIFC team, a fund creation notification checks the and analyzes the to Step 7) or reject establishes the
which provides application. forms, the completeness of submitted fund (return to Step 2) fund.
informational fund's charter, the submitted documents the fund creation
clarifications. and offering documents. application
materials.

Source: AFSA

5.5 MAIN CHALLENGES AND BARRIERS TO THE
DEVELOPMENT OF THE REIT SEGMENT IN KAZAKHSTAN

5.5.1 Limited transparency of the real estate market

One of the fundamental constraints for the
development of REITs in Kazakhstan is the low level
of information transparency in the real estate market.
Insufficient market transparency hinders objective

asset valuation, increases informational asymmetries
among market participants, and reduces the level of
trust from potential investors.

5.5.2 Limited access to financing

Effective functioning of REITs requires substantial
amounts of capital for the acquisition, management,
and development of commercial real estate
properties. In Kazakhstan, the availability of long-

term financing for funds remains limited, due to the
underdeveloped capital market infrastructure for
raising capital for such funds and the high cost of
borrowed funds.

5.5.3 Low investment awareness

Another limiting factor is the insufficient awareness
of investors about the opportunities and benefits

of investing in REITs. In Kazakhstan, real estate is
traditionally seen as an asset for individual ownership
or ownership by a narrow group of investors, whereas
the concept of collective investing through REITs
remains unfamiliar to a wide range of retail investors.

The lack of a deep understanding of the mechanisms
of operation of REITs, their diversification benefits,
legal structure, and tax regime leads to low demand
for this investment instrument.
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INTERVIEW WITH YERBOLAT YELESHEYV,
CHAIRMAN OF THE BOARD OF UD CAPITAL

How do you assess the current state of the REIT
market in Kazakhstan? What obstacles hinder its
development?

The REIT market in Kazakhstan, as it should be, is
just beginning to emerge. There are only a few funds
created with a limited circle of investors.

The main risks and problems faced by the market are
legislative instability, especially in the area of taxation,
relatively weak development of the stock market, and
a limited choice of investment instruments. Moreover,
Kazakh investors are still unfamiliar with such an
instrument as REIT shares, which could potentially
complicate capital attraction and the spread of this
mechanism in the country.

What REIT formats could work in Kazakhstan
(specialized, diversified, closed/open)?

We believe that any types of funds are possible in
Kazakhstan. However, specialized REITs investing in
real estate sectors with high return potential should
be most interesting for investors. One such sectors
today might be warehousing and logistics real estate.

How interested are investors in REIT instruments?
Which categories of investors (institutional, private)
show the most interest?

REIT instruments are in the portfolios of both
institutional and private investors. REITs are attractive
for their stable income (typically, 90% of profits must
be paid out in dividends), less volatility than other
stocks, and steady returns over the long term.

How effective is the REIT mechanism for
diversifying investment portfolios?

REITs are usually less volatile compared to stocks,
especially those heavily dependent on economic
conditions. Such stocks are attractive to investors
with a long horizon, at least 5-10 years. Over the
long term, stocks provide returns comparable to the
market average.

How do you assess the interest of institutional and
private investors in REITs in Kazakhstan?

The only real estate fund in Kazakhstan whose shares
were traded on the exchange is AIFN Great Wall. This
fund was established in 2008, the same year it held
an IPO, placing 34% of its shares on the KASE. The
main investors were institutional investors — pension
funds, mutual funds, insurance companies. The class
of private investors at that time represented a small
group of investors.

However, today private investors are a serious
investor class and, in my view, are the main potential
investor in case of a REIT IPO.

What mechanisms for attracting liquidity in REITs
seem most effective to you?

REITs can attract investments through equity
instruments, by issuing their shares, and through debt
instruments — a loan or bond placement. It should be
remembered that there is a limit for REIT debt, which
should not exceed 60% of assets. The effectiveness
of each instrument can differ in each specific case

and depends on the state of the REIT, its investment
strategy, and market conditions at the time.
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6.1 ADVANTAGES OF INVESTING IN REITS

FOR PRIVATE INVESTORS

Accessibility and low entry threshold

Real Estate Investment Trusts (REITs) offer private
investors the opportunity to generate income from
real estate assets without the need to acquire full
ownership.

REIT shares are publicly traded on stock exchanges
and can be purchased with minimal capital - often
the cost of a single share - making this instrument
accessible to a broad base of investors, including
those with limited funds.

Liquidity
Unlike traditional real estate assets, REIT shares

are bought and sold on public markets in real time,
providing significantly higher liquidity.

Investment positions can be exited much faster than

in direct real estate transactions, eliminating the need

for lengthy waiting periods that can span months or
even years.

Stable dividend income

By regulation, REITs are required to distribute 70-
90% of their net profits to shareholders in the form
of dividends.

This ensures a predictable and consistent stream

of passive income, with dividend yields that often
exceed those of average publicly listed companies in
traditional equity markets.

Hassle-free management

Investing in REITs frees individual investors from the
operational complexities of managing real estate.

All day-to-day property management activities:
including tenant relations, maintenance, compliance,
and tax administration are handled by a professional
management team.

This passive structure allows investors to gain
real estate exposure without the burden of direct
ownership responsibilities.

Portfolio diversification and risk mitigation

REITs enable investors to diversify across a wide range
of real estate asset classes, reducing concentration
risk.

A single REIT investment may provide exposure

to multiple property types, including residential
complexes, office buildings, hotels, logistics centres,
healthcare facilities, data centres, and infrastructure
assets enhancing the resilience of the overall
investment portfolio.

Inflation protection

Due to the strong correlation between inflation, real
estate values, and rental rates, REITs tend to deliver
stable real returns during inflationary periods. This
built-in inflation hedge enhances their appeal as a
defensive allocation within a balanced investment
strategy.
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6.2 ADVANTAGES OF REITS FOR BUSINESSES

Alternative capital raising mechanism

REITs offer property owners and developers an
effective means of raising capital through public
markets.

As an alternative to traditional funding channels such
as bank loans or private equity, companies can issue
REITs to unlock liquidity and access a broader investor
base.

Capital release for strategic growth

Through sale-and-leaseback arrangements,
businesses can sell their real estate assets to a REIT
while continuing to occupy them under long-term
leases.

This approach frees up significant capital that can
be redeployed toward strategic initiatives such as
business expansion, innovation, and new investment
opportunities, while also improving balance sheet
efficiency and reducing debt exposure.

Access to institutional investors

REITs serve as a gateway to institutional capital,
including pension funds, insurance companies, and
alternative investment vehicles.

This enhances the overall market capitalization of
commercial real estate assets and contributes to
greater financial stability and credibility for the
operating entity.

Market transparency and standardization

By law, REITs must operate within a well-defined
regulatory framework, including mandatory financial
reporting and public disclosure.

This fosters transparency, enhances the company’s
corporate reputation, and strengthens stakeholder
confidence across the investment ecosystem.

6.3 ADVANTAGES FOR THE ECONOMY AND THE REAL

ESTATE MARKET

Mechanisms enhancing the investment attractiveness
of commercial real estate for the broader economy

Attraction of foreign investment

The implementation of REITs facilitates the inflow of
international investment capital into the commercial
real estate sector.

This mechanism boosts market liquidity and creates
a favourable environment for the development of
infrastructure and large-scale real estate projects.

Acceleration of development projects

REITs provide an alternative financing model for
developers, reducing reliance on traditional bank
lending.

This enables the real estate sector to mitigate
exposure to interest rate volatility and
macroeconomic fluctuations, thus ensuring a more
resilient project financing landscape.

Job creation and economic stimulation

The expansion of the REIT market contributes

to job growth across multiple sectors, including
construction, property management, finance, and
adjacent industries.

Increased investment activity in commercial real
estate also leads to a substantial rise in tax revenues,
directly benefiting the state budget.

Market transparency and reduction of shadow
capital

REIT operations are governed by strict regulatory
standards, requiring regular financial disclosure
and adherence to high standards of corporate
governance.

This framework significantly reduces the prevalence
of informal or unregulated transactions in the real
estate market and strengthens institutional trust in
the sector.
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Real estate market stability

The introduction of a highly liquid investment vehicle
contributes to the stabilization of real estate prices by
smoothing out cyclical volatility.

REITs ensure the formation of consistent market
demand for commercial property assets, fostering
sustainable market performance over the long term.

INTERVIEW WITH ASSET ABDYGAPPAROV,
CHIEF EXECUTIVE OFFICER OF PROVIDENT FIDUCIARY

How would you assess the current state of the REIT
market in Kazakhstan? What are the key barriers to
its development?

The REIT market in Kazakhstan is still in its formative
stage. Currently, nearly all real estate funds operate
with closed shareholder structures, none have

yet issued securities to the broader public. In
practice, most so-called REITs are corporate entities
established primarily for tax optimization, rather
than true investment vehicles offering the market

an alternative asset class. However, we anticipate

a shift with the introduction of the new Tax Code.
Beginning in January 2026, funds that fail to list
shares accessible to non-affiliated investors will no
longer qualify for tax benefits on investment income.
As a result, we expect a significant transformation in
the real estate fund landscape during the second half
of 2025 and into 2026, with a growing share of funds
becoming true capital market participants.

What types of REIT structures are most suitable for
Kazakhstan: specialized, diversified, open-ended, or
closed-ended?

Most REITs in Kazakhstan are built around a core
asset, typically a shopping mall, office tower, or
logistics facility. As such, they tend to be specialized
by design, which allows investors to construct
tailored portfolios based on their preferred risk-
return profile. In addition to traditional commercial
real estate, our firm is launching a fund focused on
social infrastructure assets, such as private schools,
hospitals, and childcare centres. The decision to
structure a fund as open-ended or closed-ended

is typically made at inception, depending on its
growth strategy. Closed-ended funds operate with
fixed capital and can only issue new shares through
secondary sales by existing shareholders. We focus on
open-ended structures, which allow regular issuance
and redemption of shares. This offers investors the
flexibility to enter and exit positions directly through
the fund itself.

What level of interest does investors currently
show in REITs? Which investor segments: retail or
institutional are most engaged?

Institutional investors generally require investments
to meet certain credit ratings. At present, local

REITs lack the track record needed to obtain such
ratings, so most investment interest is coming from
individual (retail) investors. In the AIFC (Astana
International Financial Centre), the majority of REITs
are registered as Exempt Funds, meaning they are
not fully regulated and are only accessible to qualified
investors who have passed formal accreditation.
Under Kazakhstan’s evolving regulatory framework,
real estate investment funds will be formally classified
as high-risk instruments, available exclusively to
qualified investors.

How effective are REITs as a tool for portfolio
diversification?

REITs are highly effective for both conservative and
growth-oriented portfolios. They provide stable
income for income-focused investors and long-term
capital appreciation potential for more aggressive
strategies. While Kazakhstan’s market is still too
young for statistical modelling, U.S. data offers
compelling evidence. According to Morningstar’s
historical simulation (1972-2015), adding 10% REIT
equities to a traditional 50% equity, 40% bond

and 10% cash portfolio increased average returns
from 10.0% to 10.3%, with no increase in risk. In a
conservative 90% bond, 10% cash portfolio, the
same 10% REIT allocation raised returns from 8.6% to
91%, while reducing risk from 11.2% to 10.2%.
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What is your assessment of investor interest in
Kazakhstan-based REITs?

As part of preparing for the market offering of three
real estate funds in 2025, we are actively engaged in
discussions with various investor groups and financial
intermediaries.

The strongest interest comes from qualified investors
who understand how REITs can complement their
portfolio by balancing yield and risk exposure.

There is some engagement from retail investors, but
it’s important to note that REITs are not suitable for
short-term, speculative investing. The share prices of
REITs typically remain stable over short horizons; the
primary return source is regular dividend income.

Institutional investors are likely to show increased
interest once operational history is established and
ratings are secured.

What mechanisms do you see as most effective for
attracting liquidity into REITs?

Track record is essential for capital markets
participation. One of our funds now has 18 months
of operational and financial history, another has 12
months, and a third has 6 months. This year, we plan
to issue traditional equity instruments commonly
used by investment funds. Admittedly, this is still an
underdeveloped segment for private companies in
Kazakhstan. However, by next year, as we build a more
robust track record, we plan to enter the debt capital
markets, which remain more liquid and familiar to
investors in Kazakhstan.
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