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10/11/2020
Ratings of JSC «Raiffeisen Bank Aval» are updated 
November 10, 2020 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 uaAAA according to the national scale. The Bank or the separate bond instrument with rating uaAAA is characterized by the highest 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 a short run.
· Rating of deposits of JSC «Raiffeisen Bank Aval» is updated 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 9 months of 2020 year, particular and regular information of the Bank as an issuer of securities.

1. As of 01.10.2020 compared to 01.01.2020 key balance sheet indicators of JSC “Raiffeisen Bank Aval” have demonstrated the following changes: 
· The Bank’s assets have grown by 24,61% and have amounted to UAH 103,164 bn.;
· Cash and its equivalents have increased by 95,51% up to UAH 26,477 bn.;

· Shareholders’ equity has decreased by 8,63% and has amounted to UAH 11,893 bn.;

· Customer credits and debt have reduced by 6,90% down to UAH 44,085 bn.;
· Funds of clients have increased by 26,14% and have amounted to UAH 84,194 bn.;

· Liabilities have grown by 30,82% up to UAH 91,271 bn.
Table 1 

Key balance sheet indicators of JSC "Raiffeisen Bank Aval", th. UAH, %
	Indicator
	01.10.2020
	01.01.2020
	Growth rate, %

	
	th. UAH
	%
	th. UAH
	%
	

	Funds of banks
	588 338
	0,57%
	209 055
	0,25%
	181,43%

	Funds of clients
	84 193 908
	81,61%
	66 748 547
	80,63%
	26,14%

	Total liabilities:
	91 271 040
	88,47%
	69 770 440
	84,28%
	30,82%

	Authorized capital of the bank 
	6 154 516
	5,97%
	6 154 516
	7,43%
	-

	Total shareholders’ equity:
	11 892 572
	11,53%
	13 015 808
	15,72%
	-8,63%

	Cash and its equivalents
	26 476 778
	25,66%
	13 542 570
	16,36%
	95,51%

	Customer credits and debt
	44 084 646
	42,73%
	47 352 398
	57,20%
	-6,90%

	Fixed assets and intangible assets
	3 869 903
	3,75%
	3 769 339
	4,55%
	2,67%

	Other assets
	602 064
	0,58%
	1 867 416
	2,26%
	-67,76%

	Total assets:
	103 163 612
	100,00%
	82 786 248
	100,00%
	24,61%


Source: Bank’s financial statements  
Therefore, according to the results of the first nine months of 2020 year the key balance sheet indicators of JSC “Raiffeisen Bank Aval” have demonstrated a multidirectional dynamics: the Bank has increased assets and liabilities against the decrease of shareholders’ equity and loan portfolio. At the same time, the Agency draws attention to the fact that the drivers of the growth of the Bank’s assets have become the investment securities, as well as cash and its equivalents. Thus, as of 01.10.2020 compared to 01.01.2020 the investment securities portfolio of JSC “Raiffeisen Bank Aval” has grown by UAH 1,677 bn. or by 32,57% and has amounted to UAH 6,827 bn., and cash and its equivalents have increased by UAH 12,934 bn. or by 95,51% up to UAH 26,477 bn. At the same time, as of 01.10.2020 the 99,98% of the Bank’s investment securities portfolio were formed due to internal state loan bonds. Besides, the Agency draws attention to a significant increase of the resource base of JSC “Raiffeisen Bank Aval”: for the period from 01.01.2020 to 01.10.2020 customer funds have grown by UAH 17,445 bn. or by 26,14%, and funds of banks have increased by UAH 379,283 mln. or by 181,43%.
           The Agency also repeatedly emphasizes the importance of the cooperation of JSC “Raiffeisen Bank Aval” with the EBRD, which is one of the Bank’s key shareholders. In this context, the Agency reminds that JSC “Raiffeisen Bank Aval” is one of the first banks in Ukraine, which started the cooperation with the EBRD in the field of Risk Sharing. According to Risk Sharing Program, which was signed in 2018 year, the EBRD will undertake risks for certain loans that JSC "Raiffeisen Bank Aval" provides to corporate clients totaling EUR 20 mln. over three years. In particular, within the framework of cooperation under the Risk Sharing Program, the EBRD and JSC “Raiffeisen Bank Aval” maintain the activities of the company “Nadezhda” – a Ukrainian wholesale and retail distributor of liquefied petroleum gas (LPG) and petroleum products (Nadezhda mainly serves SMEs in agriculture) through a network of gas stations across the country). Thus, as part of a joint transaction JSC “Raiffeisen Bank Aval” provides the company “Nadezhda” with loan of UAH 440 mln. (equivalent EUR 15 mln), while the EBRD will take up to 60% of risk on this loan under the risk-sharing agreement between these financial institutions (the funds raised will allow the company “Nadezhda” to restructure its balance sheet and finance the working capital needs that will help the company to overcome the impact of the pandemic on its activities). 
2. For the period from 01.01.2020 to 01.10.2020 the regulatory capital of JSC “Raiffeisen Bank Aval” (N1) decreased by 8,96% and amounted to UAH 9,718 bn. Despite the decrease, as of 01.10.2020 the Bank’s N1 ratio in 48,6 times exceeded the limit value, set by NBU for this normative (at the level of UAH 200 mln). The regulatory capital adequacy normative of JSC “Raiffeisen Bank Aval” (N2) as of 01.10.2020 compared to 01.01.2020 decreased by 2,52 p.p. and amounted to 16,61% that by 6,61 p.p. exceeded the limit value, set by NBU, and was by 5,30 p.p. less than the average indicator of this normative on the banking system of Ukraine. The Bank’s fixed capital adequacy normative (N3) for the period from 01.01.2020 to 01.10.2020 grew by 0,13 p.p. and amounted to 12,00% that was by 5,00 p.p. higher than the limit value, set by NBU (at the level 7%), but was by 4,05 p.p. less than the average market indicator of this normative. 
As well, the Agency draws attention that as of 02.11.2020 the Bank’s N1 ratio grew up to UAH 10,047 bn., the N2 ratio increased up to 16,82%, and the N3 ratio amounted to 11,74%. Therefore, as at the beginning of November, 2020 JSC “Raiffeisen Bank Aval” continued to maintain a good level of provision with the regulatory and fixed capital, as indicated by the Bank’s respective norms (N1, N2 and N3). The Agency also repeatedly emphasizes the availability of a high level of external support at JSC “Raiffeisen Bank Aval”, which, if necessary, can be provided by its key shareholders – Raiffeisen Bank International and the EBRD. 
Table 2 

Key normative indicators of JSC "Raiffeisen Bank Aval", th. UAH, %
	Indicator
	Normative indicator
	01.10.2020
	01.01.2020

	
	
	On the system
	bank
	On the system
	bank

	
	
	
	
	
	

	Regulatory capital (N1)
	>200 mln.
	-
	9 717 717
	-
	10 674 030

	Norm of regulatory capital adequacy (N2)
	>10%
	21,91%
	16,61%
	19,66%
	19,13%

	Norm of fixed capital adequacy (N3) 
	>7%
	16,05%
	12,00%
	13,50%
	11,87%

	Norm of short-term liquidity (N6)
	>60%
	89,68%
	93,44%
	94,35%
	81,96%

	Liquidity Coverage Ratio on all currencies (LCRac)
	>100%
	-
	304,51%
	-
	197,66%

	Liquidity Coverage Ratio in foreign currency (LCRfc) 
	>100%
	-
	487,38%
	-
	196,26%

	Norm of the maximum amount of credit risk per one counterparty (N7)
	<25%
	18,50%
	15,73%
	17,61%
	10,43%

	Norm of large loan risks (N8)
	<800%
	88,35%
	36,42%
	105,00%
	20,66%


Source: NBU data and Bank’s statistical statements 
Note: if there is no calculation of the normative on the first of each month, the Agency provides data of the closest working day 
As of 01.10.2020 the short-term liquidity ratio of JSC “Raiffeisen Bank Aval” (N6) by 33,44 p.p. exceeded the limit value, set by NBU, the Bank’s liquidity coverage ratio on all currencies (LCRac) was more than in thrice more than the minimal value, set by the regulator, and the Bank’s liquidity coverage ratio in foreign currency (LCRfc) in 4,9 times exceeded the limit indicator, set by NBU. Besides, the Bank’s N6 ratio was by 3,76 p.p. more, than the average indicator of this normative on the Ukrainian banking system. Additionally, the Agency draws attention that as of 02.11.2020 the Bank’s N6 ratio amounted to 88,85%, that by 28,85 p.p. exceeded the limit value, set by NBU. 
Thus, as at the beginning of October, 2020 JSC “Raiffeisen Bank Aval” was very well provided with liquidity, as indicated by the Bank’s respective ratios (N6, LCRac and LCRfc): the N6 ratio with a noticeable reserve exceeded the limit value, set by NBU, and LCRac and LCRfc were in several times higher than the limit levels, set by the regulator. At the same time, the Agency repeatedly reminds that high indicators of LCRac and LCRfc indicate that the Bank formed a noticeable reserve of liquidity to cover the outflow of customer funds during 30 days in crisis conditions.
3. According to the results of the 9 months of 2020 year JSC «Raiffeisen Bank Aval» received profit of UAH 3,121 bn., that was by 10,93% less than the Bank’s profit according to the results of the 9 months of 2019 year. 
At the same time, for the given analysis period the key items of revenues of JSC «Raiffeisen Bank Aval» demonstrated a positive dynamics. Thus, net interest income of the Bank grew by 3,53% up to UAH 5,501 bn, and net commission income of JSC «Raiffeisen Bank Aval» increased by 2,63% up to UAH 1,893 bn. 
A positive dynamics of the Bank’s key items of revenues and a noticeable profit, generated by JSC «Raiffeisen Bank Aval», under the impact of quarantine restrictions deserves a high rating. 
Table 3

Data on key items of income and expenses of JSC "Raiffeisen Bank Aval", th. UAH, %
	Indicator
	For the 9 months of 2020 
	For the 9 months of 2019
	Change
	Growth rate, %

	Interest income
	7 328 800
	7 348 298
	-19 498
	-0,27%

	Interest expenses
	1 827 413
	2 034 393
	-206 980
	-10,17%

	Net interest income
	5 501 387
	5 313 905
	187 482
	3,53%

	Commission income
	4 096 812
	3 835 215
	261 597
	6,82%

	Commission expenses
	2 204 149
	1 991 102
	213 047
	10,70%

	Net commission income
	1 892 663
	1 844 113
	48 550
	2,63%

	Administrative and other operating expenses (non-interest expenses) 
	3 541 222
	3 437 280
	103 942
	3,02%

	Profit / (loss)
	3 121 071
	3 503 873
	-382 802
	-10,93%


Source: Bank’s financial statements  
Therefore, despite the quarantine restrictions according to the results of the 9 months of 2020 year JSC «Raiffeisen Bank Aval» increased its work scales, having demonstrated good growth rates of assets and liabilities. The Bank considerably increased its resource base due to raising customer funds and significantly increased the investment securities portfolio against the reduction of loan portfolio and the decrease of shareholders’ equity. At the same time, as at the beginning of November, 2020 JSC “Raiffeisen Bank Aval” continued to maintain a good level of provision with the regulatory and fixed capital, and also as at the beginning of October, 2020 was very well provided with liquidity. Besides, the Agency repeatedly emphasizes the availability of a high level of external support at JSC “Raiffeisen Bank Aval”, which, if necessary, can be provided by its key shareholders – Raiffeisen Bank International and the EBRD. According to the results of the 9 months of 2020 year compared to the same period of 2019 year JSC «Raiffeisen Bank Aval» increased the key items of its revenues and generated a significant profit that is highly assessed by the Agency. The above factors enabled the Agency to update the Bank’s ratings at the highest level. 
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