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FACTORS AFFECTING FINANCIAL RISK AT SMALL AND
MEDIUM ENTERPRISES IN KAZAKHSTAN

Abstract. The purpose of following research was to identify the factors that
affect financial risk in SME on the example of enterprises. The relevance of the
topic of this study was determined by the fact that modern business is
impossible without identifying risk. To achieve aim author chooses quantitative
analysis by using regression model with financial risk as dependent variable
and debt structure, solvency, performance, operation ability, capital structure as
independent variables. Considering the particularity of the small and medium-
sized enterprises, Alexander Bathory model was used to measure the size of the
financial risk. The research data of this study was based on 2016 annual reports
of 80 enterprises, which were selected from small and medium enterprises of
all cities of Kazakhstan. Regression analysis showed that solvency and
performance have positive impact on financial risk and they were the main
factors affecting financial risk.
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skokok

AnaaTna. 3epTTey MaKcaThl KOCIMOPBIHAAP MbICATIBIH/IA IIAFbIH JKOHE OpTa
KOCIMOPBIHAAPAAa KapXKbUIBIK TOYEKENi acep eTeTiH (akTopiapibl aHbIKTAy
OosbIn  TaObUTAABI. 3€pTTEY TAaKBIPHIOBIHBIH ©3CKTUIIT Ka3ipri 3amMaHFbl
OusHecTiH Oenriii Oip Toyekesci3 MyMKIH eMeCTiri, OyJ1 63 MoHIHJIE 3epTTeyae
aHBIKTaJIaabl. MaKcaTKa KeTy YIIIH aBTOP TOYEJIi alHBIMaJbl PETIHJE, TOJIEM
KaOUIeTTiIirl, OphIHAAY, JKYMBIC icTey KaOileTi, )KoHE KamuTald KYPBUIBIMBIH
TaHJaJbl, COHJAl-aK TOyeJCi3 alHBIMaJbl PETIH/AEC KapKBIHBIH TOyeKell Oap
pEerpeccusUIbIK MOJAETBAl TaiIadaHblll CaHABIK Tannay TaHgaimel. [llareH
JKOHE OpTa KOCIMKEPIIK CYOBEKTIIepi OOJbIm TaOBUIATBIH EpPEeKIIeNIKTEeP/Ii
ecKepe OTHIPHIN, Anekcanap bartopu yiaricin Kap>KbIHBIH TOyeKed MeJIIepiH
aHBIKTAy VIIIH maiganaHbuiaTelH  Oonazel. OChl  3epTTEyAiH JepeKTepi,
mamamen 80 kommnanus, KasakcTaHHBIH OapiiblK KaslalapblHBIH IIAFbIH JKOHE
OopTa KOCIMOPBIHAApPBIHAH TaHJaaFaH Oonanael, 2016 KBUIFBI €CenTepiHiH
Herizinae Oonaabl. Perpeccusiblk Tannay TejaeM KaOiaeTTiliri MeH eHIMILTIriH
Kap KbUIBIK TOyeKeJl OOMBIHILIA OH dcep JKOHE OJiap KapKBUIBIK TOYEKeNll acep
€TETIH HerTi3ri (pakTopiap eKeHiH KOPCETTi.

Tyitinai ce3aep: KapXbUIBIK TOYEKEN, TOJEM KaOUIeTTUIIr, )KYMBIC iCTEY
KaOiJ1eTi, KanuTall KypbUIbIMBI, PErPECCHSIIBIK MOJIENb.

skokok

AnHoTtanus. llens uccnenoBanust 3akitoyaercs B onpeaeneHuu GakTopos,
BIMSIOIMX Ha (PMHAHCOBBIA PHUCK B MaJbIX M CPEIHUX MPEINPUATHSIX Ha
npuMepe OpraHu3aluii. AKTYaJbHOCTh TE€Mbl JAaHHOTO HCCIIEJOBAHUS
OTIpeNIeNIEeTCSl TEM, YTO COBPEMEHHBI OM3HEC HEBO3MOXEH 0€3 OIpe/eneHus
pucka. Jlns AOCTMXKEHHS LENH aBTOP IMOCTOPHII PETPECCHOHHYIO MOJENb C
(UHAHCOBBIM  pPUCKOM B  KauecTBE  3aBUCUMOW  TIEPEMEHHOM U
MJIaTE)XKECTIOCOOHOCThIO, TPOU3BOAUTEIBHOCTBIO, CIIOCOOHOCTBhIO PaboTaTh,
CTPYKTYpO#l Jlofra, KamuTaja B KauyecTBE HE3aBUCHUMBIX MEPEMEHHBIX.
VYuurtsiBas cnerupuKy MajlblX U CPEAHUX MPEINPUATHN, MOJENIb «AJIEKCaHIp
Baropu» Obliia ucronb3oBaHa il ONpeeseHus pazMepa (PMHAHCOBOTO PHCKA.
JlaHHbBIE 3TOTO UCCIIEOBAHUS B3SAThI U3 FOJIOBBIX 0TYETOB 80 MaJIbIX U CPETHUX
npennpustuii PK, cnenannsix B 2016 rogy. PerpeccruoHHbI aHanu3 nokasad,
YTO  TUIATEKECIOCOOHOCTh H  A((EKTUBHOCTH  SIBISIOTCS  OCHOBHBIMHU
(daxTopamu, BIUSIONMMH HA (PMHAHCOBBIN PHUCK.

KawueBbie  ciaoBa.  DUHAHCOBBIM  PUCK,  CTPYKTypa  J10Jra,
IUIaTEKECIOCOOHOCTh, MPOU3BOIUTEIBHOCTh, KalUTal, ONPEACICHUE PUCKA,
pETpPECCUOHHBIN aHAIHU3.
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Risk is inherent in any form of human activity, which is associated with a
variety of conditions and factors that affect the positive outcome of people's
decisions. Risk is the flip side of the freedom of entrepreneurship. With the
development of market relations in our country, competition intensifies, and
opportunities for activity expand. Entrepreneurs need original solutions and
actions in order to succeed in the business. The main goal of entrepreneurship
1S to maximize revenues with minimal capital outlays in a competitive
environment. The realization of this goal requires measuring the size of the
capital invested in production and trade with the financial results of this
activity. At the same time, any type of economic activity objectively has a risk
of losses, the level of which is fluctuated according to specifics of a business,
while the financial risk of the enterprise is understood as the probability of
unfavorable financial consequences in the form of loss of income and capital in
the situation of uncertainty in conditions for the implementation of its financial
activities [1].

Researchers state that financial risk arises in the process of the company's
relations with financial institutions (banks, financial, investment, insurance
companies, stock exchanges, etc.) [2]. The reasons for the financial risk are
inflation factors, growth of bank discount rates, a decline in the value of
securities, etc.

At present, the deep crisis in the economy of the Republic of Kazakhstan
has a great influence on the negative changes in the financial situation, both for
individual enterprises and for the industries as a whole. Business in Kazakhstan
is actually shaped of small businesses in the form of
individual enterprises, legal entities and peasant farms. Almost 72 %  of
individual entrepreneurs (IE), 14% of individual farms and the rest of small
enterprises form the SMEs in Kazakhstan. The contribution of large enterprises
that are engaged in business activities could only make it nowhere just 0.1%.
To get the right idea of what Kazakh business is, it is pretty much easy to
understand that mainly there are individual entrepreneurs and SMEs. For
instance, the number of SMEs has seen slight decrease between 2014 and 2015
both of operating SMEs with 2,3% and the registered SMEs to be dropped by
7,6% [3].

In most cases, due to the fact that entrepreneurs do not take risks into
account, many enterprises are closed. Financial condition of companies is very
important for the company to move forward. In order to stabilize the socio-
economic status of enterprises, their financial independence, and increase their
efficiency, maximize profits or avoid losses and bankruptcies, enterprise
managers are increasingly focusing on financial planning in modern conditions.
This, undoubtedly, is one of the most important factors of the normalization of
economic turnover, providing it with the necessary resources, strengthening the
financial position of enterprises in conditions of uncertain economic situation.
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Consequently, in the market economy, the decision-making process occurs at
all levels of management in conditions where the final result of the activity is
unknown. So, the level of risk increases with acquired uncertainty. In
particular, this is inherent in initial stages of the development of
entrepreneurship.

In modern economic theory the risk is such a category which measures
the uncertainty. The problem of risk management exists in any sector of the
economy - from agriculture and industry to trade and financial institutions,
which explains its relevance. In this regard, it is important to define a system of
risk assessment indicators for planning the activities of an enterprise, the
factors affecting it, developing practical recommendations for reducing and
minimizing risks, and developing a risk management strategy.

The financial activity of the enterprise in all its forms is fraught with
numerous risks, the degree of influence of which on the results of this activity
increases significantly with the transition to a market economy. Risks
accompanying this activity are allocated to a special group of financial risks
that play the most significant role in the overall risk portfolio of the enterprise.
The increase in the degree of financial risk impact the financial performance of
the enterprise due to the rapid variability of the economic situation in the
country and the financial market conditions, the expansion of the sphere of
financial relations and its "emancipation", the emergence of new financial
technologies and instruments for our business practices and a number of other
factors.

Financial risk as an object of management implies its assessment and
minimization by means of risk management methods. There are several ways
to assess financial risk and a great methods of managing it. The main goal of
financial management is to achieve, that in the worst case of financial
condition, speech could go only about a certain reduction in profits, but in no
case was the question of bankruptcy [4].

The purpose of following research is to identify the factors that affect
financial risk in SME on the example ofenterprises. The above aim is going to
be accomplished by fulfilling the following research objectives:
- Considering the theoretical basis of financial risk and its factors;
- Evaluate and analyze financial risk on the example of 80enterprises using
Alexander Bathory model.

Theoretical basis of the study was the scientific works of domestic and
foreign scholars of economists and financiers, journal articles.

Methodological basis: To achieve aim author will choose quantitative
analysis by using regression model with financial risk as dependent variable
and debt structure, solvency, performance, operation ability, capital structure as
independent variables. These factors were found during literature review.
Considering the particularity of the small and medium-sized enterprises,

95



CAY xabapwwicer. 2018/1 (44). SDU bulletin

Alexander Bathory model will be used to measure the size of the financial risk.
Data will be taken from financial statements of enterprises.

According to Frank J. Fabozzi (2010) risk is one of the inevitable, but
rather important elements of any activity that is influenced by many factors, is
focused on achieving certain results and requires decision-making to achieve
these results. In any field of activity, risk is understood as an economic
category that reflects the possibility of an unfavorable situation or an
unsuccessful outcome of an activity (industrial, economic, financial,
innovative) [5].

Achieving the most effective organization and implementation of acts
of sale, entrepreneur-businessman constantly faces the possibility not only to
not receive the expected profit, but also to lose what he already has. This can
be caused by various reasons: both unfavorable natural conditions, and the
activities of competitors, and the inept actions of the entrepreneur himself, etc.
Therefore, it becomes necessary to assess the risk, try to anticipate it and
minimize possible negative consequences. If actions involving a risk are
unavoidable, then you need to learn to take a reasonable risk [6].

Risk in the general sense of the word is understood as a possible danger
of loss, resulting from the specific nature of certain phenomena of nature and
the wrong actions of man. Paul Sweeting (2011) states that risk is the
possibility of an unfavorable situation or an unsuccessful outcome of
production and economic or any other activity.An unfavorable situation or an
unsuccessful outcome may be:lost profit; loss (loss of own funds); no result
(neither profit nor loss); incomplete receipt of income or profit; an event that
could lead to losses or a lack of revenue in the future [7].

According to Hu Meihui (2007) risk is the instability related with the
likelihood of adverse circumstances and outcomes during the project, when the
probabilities related with a few impacts, which can be assessed on the basis of
the previous period. The financial risk of the enterprise is the aftereffect of the
choice of its owners or managers of alternative financial solutions planned to
accomplish the coveted target budgetary execution in the likelihood of bringing
about financial harm [8].

As Valsamakis states that as an initial step for the definition,
comparative terms, which are frequently utilized replaceable in every day's
speech, need to be recognized, specifically: uncertainty, danger and risk.
Uncertainty is utilized when the results of future occasions are uncertain and
the diverse states can't be associated with probabilities of occurrence .The term
danger in general stands for unplanned and unpredictable results negatively
affecting something. Like those two terms, risk compresses occasions that are
indeterminate with respect to their result. The distinction is that on account of
risk, the results can be associated with a likelithood of event. Moreover, risk can
be part into two classes. From one perspective there are pure risks or
systematic risks, which can't be affected by the chief and are free of business
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choices. Then again there are unsystematic risks, which are the result of
managerial decision-making and can either have a negative or a positive result
[9].

Despite the fact that risk as an economic phenomenon is of an objective
nature, its estimated index - the level of risk - is subjective. This subjectivity
(the uneven evaluation of this objective phenomenon) is determined by the
different level of completeness and reliability of the information base,
qualifications of financial managers, their experience in the sphere of risk
management and other factors.

At present, the most significant role in the overall risk portfolio of the
enterprise has become financial risks. As Steven L. Allen states that financial
risk is the level of instability related with the mix of debt and equity of the
enterprise or property. In the event that the share of acquired assets is greater,
at that point the financial risk increases [10].

According to Plugina financial risks of an enterprise are portrayed by
an extensive assortment with a specific end goal to get ready powerful
administration choices require a particular risk arrangement for example, the
wellspring of the risk, kind of financial risk, portrayed by an office risk
evaluation, an arrangement of research instruments, the many-sided quality of
financial risk, the way of the conceivable money financial outcomes of risk, the
nature of risk appearance, the level of likelihood of the risk, level of money
financial misfortunes on risk, the capacity to foresee risk, the likelihood of risk
protection. Financial risk is equivalent to the capital structure risk, because it is
considered as an additional risk born by the need to replace debt with equity. In
a broader sense the financial risk will be considered any fluctuations in cash
flow, financial performance and business value as a result of various factors
such as interest rates, exchange rates, price changes, etc. Financial risk
management has received increased attention over the past years [11].

The reason for this is that financial risks, though they are not a core
competency of non-financial firms, also influence their business operations to a
large extends. Financial risks can be of different forms. On the one hand there
are external financial risks depending on changes on financial markets. On the
other hand there are internal financial risks, where the company itself is the
source of the risks.

According to Paul Sweeting one of the most important types of risks of
the entrepreneurial firm in a market economy is credit risk. Credit risk is
associated with the possibility of the entrepreneurial firm failing to fulfill its
financial obligations to the investor as a result of using an external loan to
finance the firm's activities. Consequently, credit risk arises in the process of
business communication between an enterprise and its creditors: The bank and
other financial institutions; Counterparties - suppliers and intermediaries;
Shareholders.
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As Ryaskova N. noted in any economic activity, there is always the
danger of monetary losses arising from the specifics of certain economic
transactions. The danger of such losses is financial risks. The number of risks
that arise in the activities of many companies has increased significantly in
recent years. This is due to the emergence of new financial instruments,
actively used by market participants. The use of new instruments, although it
allows to reduce the risks assumed, but also involves certain risks for the
activities of financial market participants. Therefore, the increasing importance
for the successful operation of the company is now gaining awareness of the
role of risk in the company's activities and the ability to respond adequately
and in a timely manner to the current situation, to make the right decision with
regard to risk.

The consequences of financial risks affect the financial results of the
enterprise, they can lead not only to certain financial losses, but also to the
bankruptcy of the enterprise. Therefore, one of the main tasks of a financial
manager is to determine precisely those financial risks that affect the activities
of a particular enterprise. The main thing for a financial manager is the
management of these risks or such actions that would minimize the impact of
these risks on the activities of the enterprise.

Other types of risks are the risks, for example, of late execution of
settlement and cash operations (related to the unsuccessful choice of a serving
commercial bank); Risk of emission, etc.

The risk of financial activity of an enterprise as a whole is a complex of
all types of risks inherent in the financial activity of an enterprise. It is
determined by the specifics of the organizational and legal form of the
enterprise, the structure of capital, the composition of assets, the ratio of fixed
and variable costs, etc [12].

The main factors determining the level of riskiness of economic activity
in Kazakhstan and in many respects adversely affecting the results of
entrepreneurial activity of the bulk of businessmen are external [13].

Among the internal factors can be identified the main: incompetence,
lack of experience, knowledge and operational business activity, adventurism,
excessive credulity in relations with partners, the desire for immediate benefits
to the detriment of development, etc. Meanwhile, neither in the state system,
nor in specialized private firms, nor with foreign sponsors, our entrepreneurs,
as a rule, as a rule, cannot receive quality consultations.

A more rigid and unpredictable factor is the uncertainty of the vectors
of economic reform. The state still conducts such financial, credit, currency,
structural policy, which is capable of putting on the brink of bankruptcy of any,
even the most capable and qualified entrepreneur. It is impossible, of course, to
take into account all the risk factors, but it is quite possible to identify the main
ones from the results of the impact on one or another type of entrepreneurial
activity. The division of risk factors into internal and external risks is important
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for risk assessment and minimization. As a rule, external factors with great
difficulty can be analyzed and influenced by the economic entity than internal
factors.

One of the main niche of economies of the developing countries is
small and medium enterprises. The uniqueness of SMEs is that there might be
fewer number of employees than it has to be in reality, and that is the outcome
of SME to be independent, non-subsidiary firms. As an example, in European
Union, there is a rarity of upper limit of number of employees to be around
250, and this number varies in different countries all over the world. By
contrast, some of the countries consider it to the limit at 200 employees, while
in United States it might be 500 employees. SME is generally understood to
have fewer than 50 employees, when smaller firms have just around 10 to 5
workers at the same time.

At the same time, the number of SMEs in Kazakhstan has seen slight
decrease between 2014 and 2015 both of operating SMEs with 2,3% and the
registered SMEs to be dropped by 7,6% . In most cases, due to the fact that
entrepreneurs do not take risks into account, many enterprises are closed.
Financial condition of companies is very important for the company to move
forward.

In this study author has used financial risk as dependent variable and
debt structure, solvency, performance, operation ability and capital structure as
independent variables. Debt structure was found as the ratio between current
liabilities and long-term liabilities (non-current liabilities) proportion in the
total liabilities of the enterprise. Solvency refers to the solvency indicator that
company repay maturing debt (including principal and interest). It can be
divided into short-term liquidity and long-term solvency indicators.
Profitability refers to the profitability level of enterprise production and
management. Operationability depends on the strength of the turnover rate of
assets, asset operation, asset management and other factors.Capital structure
risk was found as the ratio between total liabilities and total assets. And also,
financial risk of SMEs has been measured by using Alexander Bathory
Model. This model can be expressed as FR= A+ B+ C+ D+E, where FR is the
value measuring financial risk of index, was taken as dependent variable in this
study. A= (profit before tax + depreciation + deferred tax) / current liabilities,
B= Pre-tax profit/operating capital, C= Shareholders' interests / current
liabilities, D= Net tangible assets / total liabilities, E= Working capital / total
assets.

According to multiple linear regression, the significance of current
ratio, net profit rate, net assets ratio, and the ratio of fixed asset were 0.000, it
indicated that the four variables had a significant linear relation with Financial
risk metric values - FR and they were the main factors affecting financial risk.
The sig of debt structure, inventory turnover, and accounts receivable turnover
rate were less significant, the impact on financial risk is not obvious.
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In this work five main factors affect SME's financial risk - debt
structure, solvency, performance, operation ability, and capital structure. The
detail was shown in Table 1.

Table 1
Factors and variable description
Factors Variable description
Financial risk metric values Bathory’s model metrics
Debt structure Current liabilities/non-current liabilities
Current Ratio
Solvency Quick Ratio
Asset-liability ratio
Net profit rate
Performance
Total asset returns
Inventory turnover
Operation ability Fixed asset turnover
Total asset turnover
Accounts receivable turnover
Net assets ratio
Capital structure i _
Fixed assets ratio

Source: (Amalendu Bhunia. 2012. Financial risk measurement of SME’s)

Analyzing Amalendu Bhunia’s article, among the main factors that
affect the financial risk of enterprise are debt structure, solvency, performance,
operation ability and capital structure:

1) Debt structure is the ratio between current liabilities and long-term
liabilities (non-current liabilities) proportion in the total liabilities of the
enterprise; SMEs’ financial risk is positively related with debt structure.
Compared with the long-term debt financing, current liabilities financing is
short-term, low costand more debt risk relatively.

2) Solvency refers to the solvency indicator that company repay
maturing debt (including principal and interest). It can be divided into short-
term liquidity and long-term solvency indicators. The stronger corporate
solvency is, the more likely debt service is on schedule, and the less likely
financial risks appear.

3) Profitability refers to the profitability level of enterprise production
and management. The more corporate profitability is the more profits get from
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the production and operation, the more able to guarantee of debt due for
repayment the less likely financial risks appear.

4) Operation ability depends on the strength of the turnover rate of
assets, asset operation, asset management and other factors. The strong
operation ability can contribute to the growth in profitability, which in turn
guarantee enterprises of good solvency, reduce financial risk.

5) Capital structure risk was found as the ratio between total liabilities

and total assets. The higher net assets ratio in total assets is, the more secure
creditors’ debt is. In the same way, the ratio of fixed assets can effectively
protect the interests of creditors, so as to reduce financial risk.
The main question of this work is to identify factors having more influence on
financial risk at enterprises of Kazakhstan. It follows that author will research
factors that have impact on financial risk of enterprises in Kazakhstan and
analyze them. The work consists of correlation and regression analysis.
Analyzing the most common factors that author has noted, author chose 5
factors, such as debt structure, solvency, performance, operation ability, capital
structure and made a model (Figure 1).

Debt structure
= Current liabilities/non-
current , liabilities

Solvency Capital structure
= Curre . . . =  Net assets
ot ] Financial Risk ratio

Ratio 1
= Quic

Operation ability

Performance = Inventory turnover
= Net profit rate *  Fixed asset turnover
= Total asset returns = Total asset turnover

= Accounts receivable
turnover

Fig.1. Factors affecting Financial Risk (Source: Compiled by author).

Debt structure includes independent variable such as current
liabilities/non-current liabilities. Solvency include independent variables such
as current ratio and quick ratio. Performance include independent variables
such as net profit rate and total asset returns.

Operation ability include independent variables such as inventory
turnover, fixed asset turnover, total asset turnover and accounts receivable
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turnover. Capital structure includes independent variable such as net assets
ratio.
By the empirical model, Y=
a+pq X+ Pr*Xo + f3*X3+By*Xy +Pg= Xt
Be*Xg +PB7=X7 +Bg=Xg +Bg*Xg+Pyg*X1gt Byg*X¥qtE,
we may identify influence of factors on financial risk in enterprise.

Alexander Bathory model was used to measure the financial risk. This
model can be expressed as below:

FR= A+ B+ C+ D+E

Where FR is the value measuring financial risk of index, we took it as
dependent variable in this study. A= (profit before tax + depreciation + deferred
tax) / current liabilities, B= Pre-tax profit/operating capital, C= Shareholders'
interests / current liabilities, D= Net tangible assets / total liabilities, E=
Working capital / total assets. The characteristics of the model is applicable to
all industries, and calculation is simple. It also can be used to predict the
possibility of bankruptcy, as well as measure corporate strength. In Alexander
Bathory’s view, the smaller the value of FRis, the weaker the enterprise
strength is and the more financial risks of enterprise have.

The research data of this study was based on 2016 annual reports of 80
enterprises, which were selected from small and medium enterprises of all
cities of Kazakhstan. Statistical software excel 2010 was used to process the
data.

For accurate analysis of factors that affect the financial risk author uses
a model that defines the relationship of the factors with the financial risk.
Model is specified as follows:

Y=
a+ P =X+ Py=Xo + Py*Ng+ Ly *Xq+Pg=Xct
Bg*Xg +B7* X7+ Bg*Xg + Bg* Xg +B1g * X107 P11 *X117E

Where variables are financial risk, current liabilities, current ratio,
quick ratio, asset-liability ratio, net profit ratio, total asset returns, inventory
turnover, accounts receivable turnover and net assets ratio, respectively.

Dependent variable of our model is production model Y. Regression
model includes the set of other independent variables. In such way financial
risk is expressed as the function of debt structure, solvency, performance,
operation ability and capital structure.

For the analysis of the model author uses correlation and regression
analysis. This analysis helps to determine whether there is a relationship
between the factors and the financial risk. If the correlation calculation
characterizes the strength of relationship between two variables, the regression
analysis is used to determine the type of communication and provides an
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opportunity to predict the value of one dependent variable starting from the
value of other independent variables.

Table 2
Regression analysis
Regression Statistics
Multiple R 09231
R Square 0,8522
Adjusted R Square 0,8283
Standard Error 5,0215
Observations 80
ANOVA
df 55 M5 F Significance F
Regression 11 9885,7748 898,7088 35,6414 0,0000
Residual B8 1714 6367 25,2152
Total 749 11600,4116
Coefficients Standord Error  t5tat P-volue  Lower 85%  Upper 95% Lower 95,0% Upper 85,0%
Y-Intercept -0,4433 1,2812 -0,3460 0,7304 -2,9999 21134 -2,9999 2,1134
CL/NCL -0,0044 0,0102 -0,4322 0,6670 -0,0248 0,0159 -0,0248 0,0159
Current Ratio -0,3827 0,0464 -8,2539  0,0000 -0,4752 -0,2901 -0,4752 -0,2901
Quick Ratio 1,5985 0,1160 13,7836 0,0000 13671 1,8300 1,3671 1,8300
Asset-liahility ratio 0,6323 0,0748 28,4557  0,0000 04831 0,7815 04831 0,7815
Net profit rate -0,0007 0,0006 -1,2005 02341 -0,0018 0,0005 -0,0018 0,0005
Total asset returns 25,5351 55474 46030  0,0000 14 4853 36,6048 14 4653 36,6048
Inventory turnowver 0,0018 0,0039 04724 06381 -0,0059 0,0096 -0,0059 0,0096
Fixed asset turnover 0,0022 0,0195 00,1153 09085 -0,0366 0,0411 -0,0366 0,0411
Total asset turnover -0,3452 1,0874 -0,3175 0,7519 -2,5150 18246 -2,5150 1,8246
A/R turnover 0,0009 0,0024 0,3764 07078 -0,0039 0,0057 -0,0039 0,0057
Met assets ratio -0,6407 2,4490 -0,2616 0,7944 -5,5276 42452 -5,5276 42452

Source: Calculated by author on the basis of a source

According to Gujiratti Correlation and regression analysis can be good
tool for defining prior expectations about signs of the coefficients of the
independent variables. The difference between correlation and regression is
that correlation is a measure of association between two variables whereas
regression statistics is used to predict the dependent variable when the
independent variable is known. Regression goes beyond correlation by adding
prediction capabilities.

Checking significance and correctness of the regression analysis:

R square is equal to 0.8522 that means that a good fit of the regression
line to the original data.

F significance 0.000 <0.05 that means regression is significant.

By using explanatory coefficients I create the following function:

Y =-0,4433 - 0,0044X - 0,3827X5+ 1,5985X 3+ 0,6323X4- 0,0007X =+
25,5351Xg + 0,0018X= + 0,0022Xg - 0,3452X g+ 0,0009X 4 5 - 0,6407X 4
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Solvency and Performance have positive impact on financial risk and
we can see that they are significant, which can be judged from the values of the
P-value, which are less than a given level of significance a. = 0.05.

From the Multiple linear Regression, we could see that the Sig of
Current Ratio,Quick Ratio, Asset-liability Ratio,and Total asset returnswere
less than 0.05, it indicated that the four variables had a significant linear
relation with Financial risk metric values - FR and they were the main factors
affecting financial risk. The Sig of Net profit rate were less than 0.3, had a
certain significance, and a certain impact on the financial risk. The sig of
Current liabilities/Non-current liabilities, Inventory turnover, Fixed asset
turnover, Total asset turnover and Accounts receivable turnover, Net assets
ratio were less significant, the impact on financial risk is not obvious.

Proceeding from the whole analysis we can say that

SMEs’ financial risk is positively related with solvency.

SMEs’ financial risk is positively related with performance.

In any field of activity, risk is understood as an economic category that
reflects the possibility of an unfavorable situation or an unsuccessful outcome
of an activity (industrial, economic, financial, innovative) [15].

This study attempted to analyze financial risk factors of Kazakhstan’s
small and medium-sized enterprises. To achieve aim author chose quantitative
analysis by using regression model with financial risk as dependent variable
and debt structure, solvency, performance, operation ability, capital structure as
independent variables. To measure the size of the financial risk Alexander
Bathory model was used.

The research data of this study was based on 2016 annual reports of 80
enterprises, which were selected from small and medium enterprises of all
cities of KZ.

Regression analysis showed the following results:

SMEs’ financial risk has a significant positive relation with solvency
and performance in Kazakhstan, and they were the main factors affecting
financial risk.

SMEs’ financial risk has no obvious relation with debt structure,
operation ability and capital structure in Kazakhstan.
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MPHTH 06.73.65
I PycmeMszsbll
IYHI/IBepCI/ITeT umenu Cyneiimana Jlemupens
r. Anmatsl, Kazaxcran

KAHAJIBI MAPKETUHT' A B CTPAXOBOM UHYCTPUU

AHHOTaIUA. Uccnenosanne pBIHKA CTpaxoBOU oTpaciu
HECOBEPILICHHO, HE UCCIeAysd CTpaxoBodM mapkeTuHr. COBpEeMEHHbIE TEOpPUU
cTpaxoBaHMsl (OKYCHPYIOTCS Ha OKpYXKaloulell cpefie MpOMBIIUIEHHOCTH, B
YaCTHOCTU Ha CTpPaxoOBbIC KOMHaHHﬁ, KaK TpPCBOXHBIC U HGyCTOfI‘-IHBI:IC
ABJIeHUS. Pa3HOCTOpPOHHUE CTpaTeruy pa3BUTHUSl CTPAaXOBAHMSI OCHOBAHBI Ha
DKOHOMUYECKON CHUTYallUM, KYJIbTYPHOM XapakKTepe, COLMUAIbHBIX MOJEIAX
KaXKIOW CTpaHbl. YCIEX Ha 3TOM YHCTOM KOHKYPEHTHOM PBIHKE - 3TO TsDKEJI0e
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