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07/10/2015
Ratings of JSC «Raiffeisen Bank Aval» are updated 
October 07, 2015 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 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 for the first half of 2015, the particular and regular information of the Bank as an issuer of securities. 
1. For the first half of 2015 the Bank’s assets have increased by 12,34%, liabilities’ volume has grown by 19,04%, at the same time shareholders’ equity has decreased by 33,51%. 
Key components of the resource base of JSC «Raiffeisen Bank Aval» according to the results of the first half of 2015 have demonstrated a positive dynamics (in hryvnia equivalent), namely: funds of banks in liabilities have grown by 15,22% (in the first quarter – by 28,25%), funds of legal entities have increased by 26,72% (in the first quarter – by 14,83%), funds of individuals have grown by 10,51% (in the first quarter – by 11,25%). Therefore, the engine of growth of the Bank’s resource base in the second quarter of this year has become funds of legal entities, respectively, its share in liabilities of JSC «Raiffeisen Bank Aval» has also grown. 
According to the results of the first half of 2015 the Bank’s loan portfolio in hryvnia equivalent has decreased by 8,48% - down to UAH 27,185 bn (while for the first quarter the loan portfolio has increased by 5,39% - up to UAH 31,307 bn). At the same time, the Bank’s liquid assets have demonstrated an increase. Thus, as of 01.07.2015 compared to 01.01.2015 funds in other banks have grown in 6,4 times, and cash and its equivalents have increased by 77,16% - up to UAH 12,123 bn. 
Table 1 

Key balance sheet indicators of JSC "Raiffeisen Bank Aval", th. UAH, %, p.p.
	Indicator
	01.07.2015
	01.01.2015
	Growth rate, %

	
	th. UAH
	%
	th. UAH
	%
	

	Funds of banks
	6 196 692
	11,82
	5 378 288
	11,53
	15,22

	Funds of legal entities
	18 492 003
	35,28
	14 592 924
	31,28
	26,72

	Funds of individuals
	15 700 974
	29,96
	14 207 484
	30,45
	10,51

	Total liabilities:
	48 461 005
	92,46
	40 711 132
	87,26
	19,04

	Authorized capital of the bank 
	3 002 775
	5,73
	3 002 775
	6,44
	-

	Total shareholders’ equity:
	3 953 108
	7,54
	5 945 501
	12,74
	-33,51

	Cash and its equivalents
	12 123 450
	23,13
	6 843 152
	14,67
	77,16

	Funds in other banks
	97 925
	0,19
	15 228
	0,03
	543,06

	Customer credits and debt
	27 185 246
	51,87
	29 705 240
	63,67
	-8,48

	Securities in the bank’s portfolio for sale
	522 486
	1,00
	4 682 058
	10,04
	-88,84

	Securities in the bank’s portfolio for repayment
	4 174 170
	7,96
	239 415
	0,51
	1643,49

	Fixed assets and intangible assets
	2 375 742
	4,53
	2 505 665
	5,37
	-5,19

	Other financial assets
	1 091 100
	2,08
	744 196
	1,60
	46,61

	Total assets:
	52 414 114
	100,00
	46 656 633
	100,00
	12,34


2. Equity normative indicators of JSC «Raiffeisen Bank Aval» as of 01.07.2015 compared to 01.01.2015 have demonstrated the decrease in values, namely: 
- regulatory capital (N1) has decreased by 11,94% - down to UAH 5,356 bn;

- normative of the regulatory capital adequacy (N2) has decreased by 11,65%.
Despite a decrease, the normative of the regulatory capital adequacy of the Bank (N2) as at the beginning of the second half of 2015 has exceeded the limit level for this indicator, set by NBU, and the average indicator of N2 on the banking system of Ukraine (by 1,65 p.p. and 2,62 p.p., respectively). Also the Agency again draws attention to the fact that a downward dynamics of the Bank’s equity norms (N1 and N2) has corresponded to the general market trends, at the same time the decrease in the Bank’s norms has been less significant than in average on the banking system. Thus, for the period from 01.01.2015 to 01.07.2015 a total value of N1 ratio on the banking system has decreased by 42,07% (the decrease of the Bank’s N1 ratio has amounted to 11,94%), and the average indicator of N2 ratio on the system of Ukrainian banks has reduced by 6,57 p.p. (the decrease in the Bank’s N2 ratio has amounted to 1,40 p.p.). 
Liquidity ratios of the Bank according to the results of the first half of 2015 have shown a positive dynamics: 
· Instant liquidity ratio (N4) has grown by 33,38 p.p. – up to 71,67%; 
· Current liquidity ratio (N5) has increased by 25,74 p.p. – up to 94,66%;

· Short-term liquidity ratio (N6) has added 6,02 p.p. and has amounted to 82,66%.

            As of 01.07.2015 all the three liquidity ratios of JSC «Raiffeisen Bank Aval» (N4, N5, N6) have been higher than the limits, set by the regulator, and the averages of these normative indicators on the banking system of Ukraine. Thus, instant liquidity ratio of the Bank has exceeded the average market indicator by 14,43 p.p., current liquidity ratio – by 24,53 p.p., and short-term liquidity ratio – by 3,06 p.p. Therefore, JSC «Raiffeisen Bank Aval» has entered the second half of this year with a very good level of liquidity. 
Table 2 

Key normative indicators of JSC "Raiffeisen Bank Aval", th. UAH, %, p.p.
	Indicator
	Normative indicator
	01.07.2015
	01.01.2015

	
	
	On the system
	bank
	On the system
	bank

	Regulatory capital (N1)
	>120 mln
	-
	5 355 867
	-
	6 081 857

	Norm of regulatory capital adequacy (N2)
	>10%
	9,03%
	11,65%
	15,60%
	13,05%

	Norm of instant liquidity (N4)
	>20%
	57,24%
	71,67%
	57,13%
	38,29%

	Norm of current liquidity (N5)
	>40%
	70,13%
	94,66%
	79,91%
	68,92%

	Norm of short-term liquidity (N6)
	>60%
	79,60%
	82,66%
	86,14%
	76,64%

	Norm of the maximum amount of credit risk per one counterparty (N7)
	<25%
	23,27%
	27,86%
	22,01%
	18,56%

	Norm of large loan risks (N8)
	<800%
	573,17%
	148,61%
	250,04%
	54,18%


3. According to the results of the first half of 2015 JSC «Raiffeisen Bank Aval» has shown a loss of UAH 1,992 bn that is by 98,69%higher than the Bank’s loss for the same period of 2014. At the same time, the Agency again draws attention to the technical character of the Bank’s loss, which is related to the need to form reserves on active operations. Thus, in the first half of current year compared to the first half of last year the volume of the Bank’s deductions to loan provisions and funds in other banks has grown in 2,3 times: from UAH 1,821 bn up to UAH 4,135 bn. 
Table 3

Data on key items of income and expenses of JSC "Raiffeisen Bank Aval", th. UAH, %, p.p.
	Indicator
	For the HI of 2015
	For the HI of 2014
	Change 
	Growth rate, %

	Interest income
	3 869 693
	3 132 281
	737 412
	23,54

	Net interest income 
	2 787 228
	2 334 406
	452 822
	19,40

	Commission income
	1 114 740
	878 450
	236 290
	26,90

	Result from operations with foreign currency 
	-403 461
	224 193
	-
	-

	Interest expenses
	1 082 465
	797 875
	284 590
	35,67

	Commission expenses
	226 468
	151 132
	75 336
	49,85

	Administrative and other operating expenses
	1 718 924
	1 569 329
	149 595
	9,53

	Profit/(loss)
	-1 992 394
	-1 002 743
	-
	-


At the same time, JSC «Raiffeisen Bank Aval» demonstrates good indicators of growth on key items of its revenues. For the analyzed period net interest income of the Bank has grown by 19,40%, and commission revenues have increased by 26,90%. The Bank’s ability to increase revenues in difficult macroeconomic conditions of the activity deserves a positive assessment. 
5. The Agency reminds that the key shareholder of JSC «Raiffeisen Bank Aval» is Raiffeisen Bank International AG, which in the first quarter of 2015 confirmed the information that it stays in Ukraine. Raiffeisen Bank International is a fully consolidated subsidiary company of Raiffeisen Bank International AG. Raiffeisen Bank International AG considers Austria, where it is the leading corporative and investment bank, and countries of Central and Eastern Europe as a domestic market. In the 15 markets in this region Raiffeisen Bank International AG manages a wide network of subsidiary banks. Besides, the Group covers a number of companies providing other financial services (in the fields of leasing, asset management, mergers and acquisitions). In the first half of 2015 Raiffeisen Bank International AG received profit before taxation in the amount of EUR 467 mln, and consolidated profit for the first half amounted to EUR 288 mln. 
Therefore, JSC «Raiffeisen Bank Aval» has entered the second half of 2015 with a sufficient reserve of regulatory capital: on 01.07.2015 the Bank’s N2 ratio has exceeded the limit level, set by NBU, and the average indicator of N2 ratio on the banking system of Ukraine. Liquidity ratios of the Bank according to the results of the first half of 2015 have shown a positive dynamics and JSC «Raiffeisen Bank Aval» has entered the second half with a very good level of liquidity. The engine of growth of the Bank’s resource base in the second quarter of this year has become funds of legal entities. In the first half of 2015 compared to the same period of 2014 the Bank has demonstrated good indicators of growth on key items of its revenues, but at the same time, has received a noticeable loss that is related with a need to form a large volume of reserves on active operations. The Agency reminds that the key shareholder of JSC «Raiffeisen Bank Aval» is Raiffeisen Bank International AG (Austria), which, if necessary, is able to provide the bank with comprehensive support. 
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