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15/04/2015
Ratings of JSC «Raiffeisen Bank Aval» are updated
April 15, 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 2014, the particular and regular information of the Bank as an issuer of securities.
1. For 2014 the Bank's assets have grown by 7,2%, shareholders' equity has decreased by 15,04%, liabilities have grown by 12,39%. According to these indicators in the fourth quarter the Bank has in fact continued the trends of the 9 months of 2014. In 2014 the Bank has provided the increase by 23,81% of such an important component of resource base as funds of legal entities. For 2014 funds of individuals in hryvnia equivalent have decreased only by 2,91%, and funds of banks – by 10,54%. Changes in the structure of the Bank's resource base, in the Agency's opinion, have become a reaction to the changes of market conditions. 

Table 1 
Key balance sheet indicators of JSC "Raiffeisen Bank Aval", th. UAH, %, p.p.
	Indicator
	01.01.2015
	01.01.2014
	Growth rate, %

	
	th. UAH
	%
	th. UAH
	%
	

	Funds of banks
	5 378 288
	11,48
	6 011 837
	13,83
	-10,54

	Funds of legal entities
	14 592 924
	31,14
	11 786 514
	27,12
	23,81

	Funds of individuals
	14 207 484
	30,32
	14 632 611
	33,67
	-2,91

	Total liabilities:
	40 711 132
	86,88
	36 223 363
	83,35
	12,39

	Authorized capital of the bank 
	3 002 775
	6,41
	3 002 775
	6,91
	0,00

	Total shareholders’ equity:
	6 148 300
	13,12
	7 236 738
	16,65
	-15,04

	Cash and its equivalents
	6 843 152
	14,60
	5 266 801
	12,12
	29,93

	Funds of mandatory reserves in NBU 
	0
	0,00
	577 002
	1,33
	-100,00

	Funds in other banks
	15 228
	0,03
	52 711
	0,12
	-71,11

	Customer credits and debt
	29 705 240
	63,39
	27 046 847
	62,23
	9,83

	Securities in the bank’s portfolio for sale
	4 682 057
	9,99
	5 150 515
	11,85
	-9,10

	Securities in the bank’s portfolio for repayment
	239 415
	0,51
	538 629
	1,24
	-55,55

	Fixed assets and intangible assets
	2 505 665
	5,35
	2 741 360
	6,31
	-8,60

	Other financial assets
	744 196
	1,59
	559 103
	1,29
	33,11

	Total assets:
	46 859 432
	100,00
	43 460 101
	100,00
	7,82


For 2014 the loan portfolio of the Bank in hryvnia equivalent has grown by 9,83% up to UAH 29,705 bn. In the fourth quarter of 2014 the Bank has continued a number of attractive projects in the lending market. Thus, in December of 2014 the EBRD by USD 80 mln increased for JSC «Raiffeisen Bank Aval» a trade facilitation program TCF, which was aimed at supporting Ukrainian exporters and importers.  

At the end of 2014 JSC «Raiffeisen Bank Aval» has been attributed by NBU to the category of the systematically important banks that, in the Agency's opinion, indicates the highest assessment of JSC «Raiffeisen Bank Aval» role in the banking system of Ukraine. 
2. The Bank's norms for 2014 have had a multidirectional dynamics: 
- Regulatory capital of the Bank (N1) has decreased by 28,28% down to UAH 6,081 bn; 
- Normative of the regulatory capital adequacy of the Bank (N2) has decreased down to 13,5%. 
The decrease in N1 and N2 of the Bank have fully corresponded to general trends on the banking system and has been a predicted event, since JSC «Raiffeisen Bank Aval» holds a significant market share in the banking market of Ukraine and it was difficult for the bank to avoid the impact of negative market trends on its key indicators. 
Analysis of dynamics of the Bank's liquidity norms for 2014 shows that the Bank has been sufficiently provided with liquidity. Instant liquidity of the Bank has exceeded the limit, set by NBU, by 18,29 p.p., current liquidity – by 28,92 p.p., short-term liquidity – by 16,64 p.p.  
Table 2 
Key normative indicators of JSC "Raiffeisen Bank Aval", th. UAH, %, p.p.
	Indicator
	Normative indicator
	01.01.2015
	01.01.2014

	
	
	On the system
	bank
	On the system
	bank

	Regulatory capital (N1)
	>120 mln
	-
	6 081 857
	-
	8 480 692

	Norm of regulatory capital adequacy (N2)
	>10%
	15,60%
	13,05%
	18,26%
	20,62%

	Norm of instant liquidity (N4)
	>20%
	57,13%
	38,29%
	56,99%
	30,40%

	Norm of current liquidity (N5)
	>40%
	79,91%
	68,92%
	80,86%
	73,79%

	Norm of short-term liquidity (N6)
	>60%
	86,14%
	76,64%
	89,11%
	83,11%

	Norm of the maximum amount of credit risk per one counterparty (N7)
	<25%
	22,01%
	18,56%
	22,33%
	9,64%

	Norm of large loan risks (N8)
	<800%
	250,04%
	54,18%
	172,05%
	0,00%


3. JSC «Raiffeisen Bank Aval» has finished the 12 months of 2014 with a loss of UAH 1,367 bn. The Agency reminds that according tot he results of the first half of 2014 the Bank's loss has amounted to UAH 1 bn, and according tot he results of the 9 months of 2014 a loss has been equal to UAH 1,369 bn. The last quarter of 2014 broke even.  

The Agency repeatedly draws attention to the technical nature of the loss of the Bank, which is obviously connected with the necessity of expenses for formation of reserves on active operations and the devaluation of the hryvnia. Thus, net interest income of the Bank for 2014 has been by 23,41% more than for 2013. Commission income of the Bank for the same period has grown by 14,64%, result from operations with foreign currency has increased by 200,93%. These results indicate the Bank's capacity to generate revenues in a difficult economic period that deserves a positive assessment. 
Table 3
Data on key items of income and expenses of JSC "Raiffeisen Bank Aval", th. UAH, %, p.p.
	Indicator
	For 2014
	For 2013 
	Change 
	Growth rate, %

	Interest income
	6 489 971
	5 828 476
	661 495
	11,35

	Net interest income/ (Net interest expenses)
	4 825 533
	3 910 009
	11 640
	23,41

	Commission income
	1 978 536
	1 725 921
	252 615
	14,64

	Result from operations with foreign currency 
	462 299
	153 624
	308 675
	200,93

	Interest expenses
	1 664 438
	1 918 467
	-254 029
	-13,24

	Commission expenses
	348 450
	225 385
	123 065
	54,60

	Administrative and other operating expenses
	3 389 267
	3 268 566
	120 701
	3,69

	Profit/(loss)
	-1 367 334
	730 045
	-
	-


4. In the first quarter of 2015 Raiffeisen Bank International officially confirmed the information of staying in Ukraine, however the Bank's representatives assumed that will correct its presence in different regions of Ukraine according to the Group's strategy. 

In Raiffeisen Bank International on March 25, 2015 there was an announcement of the activity results for 2014. Net interest income of the Bank grew by 1,6% up to EUR 3,789 bn, net interest margin grew from 3,11% up to 3,24%. As of 31.12.2014 Raiffeisen Bank International possessed RWA of EUR 68,721 bn. 
Work scales and dynamics of RBI development still indicated 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 2015 with a reserve of equity and liquidity norms, has continued a number of projects with participation of international financial organizations, has been recognized by NBU as a system bank.  
Despite a Bank's loss, formed mostly during the first 9 months of 2014, JSC «Raiffeisen Bank Aval» has continued to demonstrate the increase in key items of income.  
The above factors have enabled to confirm the ratings of JSC «Raiffeisen Bank Aval» at a high level. 
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