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02/09/2014
PRESS-RELEASE

(Translation from Russian)
Ratings of JSC «Raiffeisen Bank Aval» are updated 

September 02, 2014 the rating committee of RA «Standard-Rating» has decided to update the ratings of JSC “Raiffeisen Bank Aval” (14305909):

· Long-term credit rating of JSC «Raiffeisen Bank Aval» is updated at the level uaAA+ according to the national scale. The Bank or the separate bond instrument with rating uaAA+ is characterized by a very high solvency compared to other Ukrainian borrowers or bond instruments. 
· Short-term credit rating of JSC «Raiffeisen Bank Aval» is updated at the level uaK1 according to the national scale. The Bank or the separate bond instrument with rating uaK1 is characterized by a very high solvency compared to other Ukrainian borrowers or bond instruments. The financial state of such borrower enables to prevent the foreseeable risks in the short term. 
· Rating of deposits of JSC «Raiffeisen Bank Aval» is confirmed at the level ua1 according to the scale of RA «Standard-Rating». 
Making decision to update the ratings of JSC «Raiffeisen Bank Aval», the Agency was guided by the analysis results of the Bank’s activity in the H1 of 2014: 
1. In the H1 of 2014 assets of JSC «Raiffeisen Bank Aval» have grown by 2,19%, clients’ credits and debt – by 6,62%, liabilities – by 5,17%, shareholders’ equity has decreased by 12,7%. The Agency notes the increase in funds of banks in liabilities by 21,13%, the decrease in funds of legal entities by 8,09% and the increase in funds of individuals by 2,07% in hryvnia equivalent. The above statistics indicates that the Bank has rather efficiently kept the volumes of resource base by preventing its decrease in hryvnia equivalent. Dynamics of key components of the resource base of the bank in hryvnia equivalent in the whole has corresponded to the general market trends of the first half of 2014. 
Table 1 

Key balance sheet indicators of 
JSC "Raiffeisen Bank Aval", th. UAH, %, p.p.
	Indicator
	01.07.2014
	01.01.2014
	Growth rate, %

	
	th. UAH
	%
	th. UAH
	%
	

	Funds of banks
	7 282 387
	16,40
	6 011 837
	13,83
	21,13

	Funds of legal entities
	10 832 818
	24,39
	11 786 514
	27,12
	-8,09

	Funds of individuals
	14 935 462
	33,63
	14 632 611
	33,67
	2,07

	Total liabilities:
	38 094 840
	85,77
	36 223 363
	83,35
	5,17

	Authorized capital of the bank 
	3 002 775
	6,76
	3 002 775
	6,91
	0,00

	Total shareholders’ equity:
	6 317 715
	14,23
	7 236 738
	16,65
	-12,70

	Cash and its equivalents
	4 294 543
	9,67
	5 266 801
	12,12
	-18,46

	Funds of mandatory reserves in NBU 
	240 743
	0,54
	577 002
	1,33
	-58,28

	Funds in other banks
	279 075
	0,63
	52 711
	0,12
	429,44

	Customer credits and debt
	28 837 047
	64,93
	27 046 847
	62,23
	6,62

	Securities in the bank’s portfolio for sale
	5 504 955
	12,40
	5 150 515
	11,85
	6,88

	Securities in the bank’s portfolio for repayment
	604 312
	1,36
	538 629
	1,24
	12,19

	Fixed assets and intangible assets
	2 511 671
	5,66
	2 741 360
	6,31
	-8,38

	Other financial assets
	306 535
	0,69
	559 103
	1,29
	-45,17

	Total assets:
	44 412 555
	100,00
	43 460 101
	100,00
	2,19


The fact that, despite a decrease in business activity level in the country the Bank has continued lending the large companies in Ukraine, deserves a positive assessment. In April of 2014 the Bank has financed the first 2 mln US dollars of loans on the program of energy saving from EBRD. The company “DTEK High Voltage networks” gets a credit line of the Bank in the amount of UAH 850 mln. In August of 2014 “Vinnitsaoblenergo” gets a loan from the Bank in the amount of UAH 18 mln. 
2. Norms of the Bank in the first half of 2014 have been of multidirectional dynamics. 
Regulatory capital of the Bank (N1) has decreased by 11,18%, normative of the regulatory capital adequacy (N2) has decreased by 4,16 p.p. down to 16,46%. Despite the decrease N2 of the Bank on 01.07.2014 has been higher than the average indicator of this normative on the system. The same trend has been observed on the normative of the ratio of regulatory capital to assets (N3). In the H1 of 2014 N3 of the Bank has decreased by 2,97 p.p., but on 01.07.2014 its value has been higher by 0,86 p.p. than the average of N3 on the banking system of Ukraine. 
Therefore, despite a decrease in the equity norms, on 01.07.2014 the Bank has maintained its noticeable reserve, while the norms of the Bank have exceeded its averages on the banking system of Ukraine. 
Normative of instant liquidity (N4) on 01.07.2014 has amounted to 25,68% that is by 5,68% higher than the limit set by NBU. Normative of current liquidity of the Bank N5 on 01.07.2014 has been even by 5,6 p.p. higher than its average on the system. Normative of short-term liquidity (N6) has been by 5,04 p.p. lower than its average on the system, but by 20,12 p.p. higher than the limit set by NBU. 
Therefore, the Bank has entered the second half of 2014 with a sufficient reserve of liquidity for meeting the standards set by NBU. 
Table 2 

Key normative indicators of JSC "Raiffeisen Bank Aval", th. UAH, %, p.p.
	Indicator
	Normative indicator
	01.07.2014
	01.01.2014

	
	
	On the system
	bank
	On the system
	bank

	Regulatory capital (N1)
	>120 mln.
	-
	7 532 332
	-
	8 480 692

	Norm of regulatory capital adequacy (N2)
	>10%
	15,87%
	16,46%
	18,26%
	20,62%

	
	
	
	
	
	

	Norm of Regulatory capital/Total assets ratio (N3)
	>9%
	12,56%
	13,42%
	13,98%
	16,39%

	
	
	
	
	
	

	Norm of instant liquidity (N4)
	>20%
	48,50%
	25,68%
	56,99%
	30,40%

	Norm of current liquidity (N5)
	>40%
	78,71%
	84,31%
	80,86%
	73,79%

	Norm of short-term liquidity (N6)
	>60%
	85,16%
	80,12%
	89,11%
	83,11%

	Norm of the maximum amount of credit risk per one counterparty (N7)
	<25%
	22,47%
	15,20%
	22,33%
	9,64%

	Norm of large loan risks (N8)
	<800%
	243,58%
	30,15%
	172,05%
	0,00%


3. Loss of JSC «Raiffeisen Bank Aval» has amounted to UAH 1 bn in the first half of 2014. In the Agency’s opinion, this loss has technical nature and mostly is related to the additional formation of reserves on loan operations. The main trends revealed, when analyzing data on key items of the Bank’s revenues, indicate its confident increase. Thus, in the H1 of 2014 compared to the same period of 2013 interest income of the Bank has increased by 8,37%, net interest income of the Bank has grown by 29,77%, commission income has grown by 11,35%. 
Table 3

Data on key items of income and expenses of JSC "Raiffeisen Bank Aval", th. UAH, %, p.p.
	Indicator
	HI of 2014 
	HI of 2013
	Change 
	Growth rate, %

	Interest income
	3 132 281
	2 890 427
	241 854
	8,37

	Net interest income
	2 334 406
	1 798 877
	11 640
	29,77

	Commission income
	878 450
	788 905
	89 545
	11,35

	Result from operations with foreign currency 
	224 193
	61 636
	162 557
	263,74

	Interest expenses
	797 875
	1 091 550
	-293 675
	-26,90

	Commission expenses
	151 132
	97 473
	53 659
	55,05

	Administrative and other operating expenses
	1 569 329
	1 579 567
	-10 238
	-0,65

	Profit/(loss)
	-1 002 743
	521 863
	-
	-


4. August 21, 2014 Raiffeisen Bank International – the main shareholder of JSC «Raiffeisen Bank Aval» – published the results of work in the first half of 2014. Raiffeisen Bank International (RBI) avoided the impact of difficult geopolitical situation on its business in the region. In the H1 of 2014 net interest income of RBI has grown by 6,4% up to EUR 1,954 bn. In the same period profit before taxation has grown up to EUR 0,518 bn, i.e. by 10,9%, and consolidated profit has grown by 24,4% up to EUR 0,344 bn. 
Key balance sheet indicators of RBI also demonstrated the increase. In the first 6 months of 2014 shareholders’ equity of the Bank grew by 3,4% up to EUR 13,114 bn, clients credits increased by 0,2% up to EUR 80,826 bn. Work scales and dynamics of RBI development, according to the Agency, indicates that the shareholder of JSC «Raiffeisen Bank Aval» can provide it with a high level of external support. 
Therefore, JSC «Raiffeisen Bank Aval» has entered the second half of 2014 with high reserve of equity norms and has maintained a noticeable reserve of liquidity norms. Despite a downturn of business activity in the country JSC «Raiffeisen Bank Aval» continued lending, and key items of the Bank’s revenues have demonstrated the increase. Positive assessment is also deserved by the work results in the H1 of 2014 of Raiffeisen Bank International – the key shareholder of JSC «Raiffeisen Bank Aval». The above factors made it possible to confirm the ratings of JSC «Raiffeisen Bank Aval» at a high level. 
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