PAGE  

	ТОВ „Стандарт-Рейтинг” (Україна)

04071, Україна, м. Київ, 

вул. Введенська 4, 

тел.    +38 /044/ 383-59-64

факс  +38 /044/ 383-27-50

http://www.standard-rating.com/
	[image: image1.png]TANDA

RATING

\ r AGENCY

ATING






	Standard-Rating (Ukraine) LLC

04071, Ukraine, Kyiv, 

Vvedenska St. 4,

tel. +38 /044/ 383-59-64

fax +38 /044/ 383-27-50

http://www.standard-rating.com/



03/12/2019
Ratings of JSC “KREDOBANK” are updated at the level uaAAA 
           December 3, 2019 at the meeting of the rating committee of RA “Standard-Rating” it was decided to update the ratings of JSC «KREDOBANK» (09807862) according to the national scale:
· Long-term credit rating of JSC «KREDOBANK» 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 «KREDOBANK» at the level uaK1 according to the Agency’s national scale.
· Rating of deposits of JSC «KREDOBANK» is confirmed at the level ua.1 according to the scale of RA «Standard-Rating». 
· Rating of bonds of Series A and B is confirmed at the level uaAAA according to the national scale. 
            The decision to update the ratings of JSC «KREDOBANK» has been made according to the results of the analysis of the Bank’s activity for the 9 months of 2019, regular and particular information of the Bank as an issuer of securities and separate forms of statistical statements of the Bank for January-October, 2019. 

1. According to the results of the 9 months of 2019 key balance sheet indicators of JSC «KREDOBANK» have demonstrated good growth rates, namely:
· Shareholders’ equity of the Bank has grown by 16,98%;
· Assets have increased by 9,36%;

· Loans and advances to customers have increased by 15,88%;

· Liabilities have shown a growth by 8,30%.
Table 1 

Key balance sheet indicators of JSC «KREDOBANK», th. UAH, %, p.p.
	Indicator
	01.10.2019
	01.01.2019
	Growth rate, %

	
	Th. UAH
	%
	Th. UAH
	%
	

	Debt to other banks 
	2 024 388
	11,04%
	2 021 544
	12,05%
	0,14%

	Funds of legal entities
	6 737 105
	36,73%
	6 157 554
	36,71%
	9,41%

	Funds of individuals
	6 334 011
	34,53%
	5 797 633
	34,57%
	9,25%

	Total liabilities:
	15 956 479
	87,00%
	14 733 571
	87,85%
	8,30%

	Authorized capital of the bank 
	2 248 969
	12,26%
	2 248 969
	13,41%
	-

	Total shareholders’ equity:
	2 384 409
	13,00%
	2 038 279
	12,15%
	16,98%

	Cash and its equivalents
	2 655 908
	14,48%
	2 157 346
	12,86%
	23,11%

	Debt of other banks 
	5 110
	0,03%
	8 436
	0,05%
	-39,43%

	Loans and advances to customers
	11 153 598
	60,81%
	9 624 870
	57,39%
	15,88%

	Investment securities 
	2 957 281
	16,12%
	3 783 284
	22,56%
	-21,83%

	Fixed assets and intangible assets 
	1 173 480
	6,40%
	974 433
	5,81%
	20,43%

	Other financial assets
	195 807
	1,07%
	49 384
	0,29%
	296,50%

	Total net assets:
	18 340 888
	100,00%
	16 771 850
	100,00%
	9,36%


Source: Separate interim financial statements of the Bank 
For the period from 01.01.2019 to 01.10.2019 the Bank has shown a positive dynamics of all the three key components of the resource base: funds of individuals have grown by 9,25% or by UAH 536,378 mln., funds of legal entities have increased by 9,41% or by UAH 579,551 mln., and debt to other banks has grown by 0,14% or by UAH 2,844 mln. Throughout the given period in the Bank’s liabilities structure there have been the following changes: the proportion of funds of individuals has decreased by 0,04 p.p. down to 34,53%, the proportion of funds of legal entities has grown by 0,02 p.p. and has amounted to 36,73%, and the proportion of debt to other banks has reduced by 1,01 p.p. down to 11,04%.
During the first three quarters of 2019 in the asset structure of JSC «KREDOBANK» there have been the following changes:

· Share of loans and advances to the Bank’s customers has grown by 3,42 p.p.: from 57,39% up to 60,81%;

· Share of investment securities has reduced by 6,44 p.p.: from 22,56% down to 16,12%;
· Share cash and its equivalents has increased by 1,62 p.p.: from 12,86% up to 14,48%.
The Agency draws attention that at the end of the third quarter of 2019 the Bank’s portfolio of investment securities has amounted to UAH 2,957 bn, at the same time over 99% of its volume consisted of state bonds of Ukraine. 
Therefore, according to the results of the 9 months of 2019 JSC «KREDOBANK» has demonstrated a high level of business activity: the Bank has considerably increased the resource base, having increased its shareholders’ equity and assets. The driver of the Bank’s business activity growth remains lending that positively reflects on the dynamics of its revenues and profit. 
JSC «KREDOBANK» continues to actively lend a small and medium business and is the participant of most international, national and regional programs of preferential lending and interest repayment of loans to small and medium businesses. Among them – preferential rate lending program with the German-Ukrainian Fund, preferential lending program for social enterprises with Western NIS Enterprise Fund, programs for compensation of interests and part of credits for certain industries from the Ministry of Agrarian Policy, as well as regional programs of credit interest repayment. In November, 2019 a general cooperation agreement was signed with the executive committee of the Vinnytsia City Council, under which JSC "KREDOBANK" will provide preferential loans within the framework of the Program for enhancing the competitiveness of small and medium-sized enterprises of the Vinnytsia United Territorial Community. Also, within the framework of the exclusive partnership for the implementation of the JCB Finance program, JSC "KREDOBANK" financed the acquisition of JCB agricultural and construction machinery by the Ukrainian companies in the amount of more than UAH 200 mln. 
The Agency reminds that according to the Decision of the NBU Board from 27.06.2019 JSC «KREDOBANK» was recognized as one on the system important Ukrainian banks, i.e. NBU recognized a significant role of the Bank in the Ukrainian banking system. 

2. As of 01.10.2019 compared to 01.01.2019 the regulatory capital of JSC «KREDOBANK» (N1) has grown by 5,48% and has amounted to UAH 1,905 bn that in 9,5 times exceeded the limit value, set by NBU, for this normative (in the amount of UAH 200 mln). 
Table 2 

Key norms of JSC «KREDOBANK», th. UAH, %, p.p.
	Indicator
	Normative indicator
	01.10.2019
	01.01.2019

	
	
	on the system
	bank
	on the system
	bank

	
	
	
	
	
	

	Regulatory capital (N1)
	>200 mln
	-
	1 905 180
	-
	1 806 165

	Norm of regulatory capital adequacy (N2)
	>10%
	18,43%
	14,85%
	16,18%
	16,88%

	Norm of short-term liquidity (N6)
	>60%
	93,86%
	69,36%
	93,52%
	70,18%

	Liquidity coverage ratio on all currencies (LCRac)
	>90%
	-
	108,46%
	-
	93,43%

	Liquidity coverage ratio in foreign currency (LCRfc) 
	>90%
	-
	94,30%
	-
	56,70%*

	Norm of the maximum amount of credit risk per one counterparty (N7)
	<25%
	17,84%
	4,84%
	19,83%
	3,98%

	Norm of large loan risks (N8)
	<800%
	120,79%
	0,00%
	176,23%
	0,00%


Source: NBU data and statistical statements of the Bank 
Note: if there is no calculation of the normative on the first of each month, the Agency provides data of the closest working day 
* data on LCRfc is presented as of 01.02.2019 
The Bank’s regulatory capital adequacy normative (N2) for the period from 01.01.2019 to 01.10.2019 has decreased by 2,03 p.p.: from 16,88% down to 14,85%. Despite a decrease, the Bank’s N2 ratio has been by 4,85 p.p. higher than the limit value, set by the regulator, but has been by 3,58 p.p. lower than the average indicator of N2 ratio on the Ukrainian banking system. The Agency also draws attention that as of 01.11.2019 the Bank’s N1 ratio has grown up to UAH 1,910 bn, and the N2 ratio has been at the level 15,18%.
Therefore, as at the beginning of November, 2019 JSC «KREDOBANK» was well provided with regulatory capital, as indicated by the N1 and N2 ratios, which with a reserve exceeded the limit values, set by NBU. The Agency also draws attention to the data of the Ukrainian National Bank, received according to the assessment results of the banks’ stability in 2018, under which JSC «KREDOBANK» doesn’t have any need in equity in 2019.
3. As of 01.10.2019 all the three liquidity ratios of JSC «KREDOBANK» have exceeded the limit values, set by NBU: the Bank’s short-term liquidity ratio (N6) – by 9,36 p.p., liquidity coverage ratio on all currencies (LCRac) – by 18,46 p.p., liquidity coverage ratio in foreign currency (LCRfc) – by 4,30 p.p. The Agency also draws attention that as of 01.11.2019 the Bank’s N6 ratio has amounted to 69,55%, LCRac has been at the level 119,02%, and LCRfc has amounted to 95,72%.
Therefore, the liquidity ratios of JSC «KREDOBANK» (N6, LCRac and LCRfc) indicated that the Bank continued to adhere to the liquidity management policy, oriented on profitability, which resulted in the growth of key items of its revenues and profit, and which was justified in view of the scale of the Bank's activities.

4. According to the results of the 9 months of 2019 JSC «KREDOBANK» received profit of UAH 388,135 mln that is by 2,66% more than the Bank’s profit for the 9 months of 2018. In the analyzed period the Bank demonstrated good growth rates of key items of its revenues. Thus, net interest income of the Bank has increased by 14,38% up to UAH 1,093 bln., and net commission income has grown by 10,22% and has amounted to UAH 344,528 mln. 
Table 3

Data on key articles of income and expenses of JSC «KREDOBANK», th. UAH, %
	Indicator
	For the 9 months of 2019
	For the 9 months of 2018
	Change
	Growth rate, %

	Interest income
	1 690 816
	1 338 188
	352 628
	26,35%

	Interest expenses
	597 345
	382 194
	215 151
	56,29%

	Net interest income 
	1 093 471
	955 994
	137 477
	14,38%

	Commission income
	457 076
	412 906
	44 170
	10,70%

	Commission expenses
	112 548
	100 323
	12 225
	12,19%

	Net commission income 
	344 528
	312 583
	31 945
	10,22%

	Administrative and other operating expenses
	329 860
	324 818
	5 042
	1,55%

	Profit / (loss)
	388 135
	378 086
	10 049
	2,66%


Source: Separate interim financial statements of the Bank 
            Therefore, according to the results of the 9 months of 2019 JSC «KREDOBANK» increased its activity scale, having increased the volume of shareholders’ equity and resource base, and the driver of the Bank’s business activity growth remained lending. According to the results of the first three quarters of 2019 compared to the same period of 2018 JSC «KREDOBANK» increased key items of revenues and showed the increase of profit. The Bank continued to adhere to the profitability-oriented policy of liquidity management and maintained a good level of the regulatory capital adequacy that, with the availability of external support from PKO Bank Polski S.A., enables to update the Bank’s credit rating with the highest assessment according to the national scale. 
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