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03/10/2022
Rating of JSC «PIRAEUS BANK ICB» is updated 
October 3, 2022 by the decision of the rating committee of Rating agency “Standard-Rating” it was updated a long-term credit rating of JSC “PIRAEUS BANK ICB” (USREOU code 20034231) at the level uaAА according to the national scale. The Bank or the separate bond instrument with rating uaAА is characterized by a very high solvency compared to other Ukrainian borrowers or bond instruments. The decision to update the credit rating of JSC “PIRAEUS BANK ICB” was made on the basis of the analysis results of the Bank’s activity for the first half of 2022 year, and also data of the Bank’s statistical statements for January-July, 2022.  
1. For the period from 01.01.2022 to 01.07.2022 the key balance sheet indicators of JSC “PIRAEUS BANK ICB” showed the following dynamics:
· Assets decreased by 13,37% down to UAH 4,94 bln;

· Customer credits and advances decreased by 9,32% down to UAH 2,35 bln;

· Cash and its equivalents grew by 38,24% and amounted to UAH 1,12 bln;
· Investments into securities decreased by 39,94% down to UAH 1,17 bln;

· Liabilities decreased by 13,67% and amounted to UAH 4,32 bln;

· Shareholders’ equity reduced by 11,23% down to UAH 621,12 mln.
Table 1 

Key balance sheet indicators of JSC “PIRAEUS BANK ICB” th. UAH, % 
	Indicator
	01.07.2022
	01.01.2022
	Growth rate, %

	
	Th. UAH
	%
	Th. UAH
	%
	

	Debt to NBU
	0
	0,00%
	479 003
	8,40%
	-100,00%

	Debt to other banks
	294 556
	5,96%
	283 206
	4,96%
	4,01%

	Funds of clients:
	3 375 495
	68,29%
	3 576 018
	62,68%
	-5,61%

	· Funds of legal entities 
	2 173 552
	43,97%
	2 231 533
	39,11%
	-2,60%

	· Funds of individuals 
	1 201 943
	24,32%
	1 344 485
	23,56%
	-10,60%

	Other funds raised
	505 755
	10,23%
	504 934
	8,85%
	0,16%

	Total liabilities
	4 321 639
	87,43%
	5 005 813
	87,74%
	-13,67%

	Authorized capital of the bank 
	2 531 347
	51,21%
	2 531 347
	44,37%
	0,00%

	Bank’s shareholders’ equity
	621 118
	12,57%
	699 691
	12,26%
	-11,23%

	Cash and cash equivalents 
	1 120 393
	22,67%
	810 451
	14,20%
	38,24%

	Customer credits and advances
	2 353 025
	47,61%
	2 594 969
	45,48%
	-9,32%

	Investments into securities
	1 166 082
	23,59%
	1 941 416
	34,03%
	-39,94%

	Fixed assets and intangible assets
	187 023
	3,78%
	206 363
	3,62%
	-9,37%

	Total assets:
	4 942 756
	100,00%
	5 705 504
	100,00%
	-13,37%


Source: NBU data
 Throughout the first half of 2022 the debt of JSC “PIRAEUS BANK ICB” to other banks (represented by financing received from the parent company) grew by 4,01%, and the Bank’s customers funds decreased by 2,60%, and the funds of individuals – by 10,60%. The Agency notes that in June, 2022 JSC “PIRAEUS BANK ICB” fully repaid the debt to the NBU ahead of schedule (funds were raised in 2020 and 2021 through refinancing with repayment in 2024 and 2025). 
For the period from 01.01.2022 to 01.07.2022 in the Bank’s liabilities structure there were the following changes:

· Share of funds of legal entities grew by 4,86 p.p. up to 43,97%;

· Share of funds of individuals increased by 0,76 p.p. up to 24,32%;

· Share of debt to NBU decreased by 8,40 p.p. down to 0,00%;

· Share of funds of banks grew by 1,00 p.p. up to 5,96%.
As of 01.07.2022 compared to 01.01.2022 the asset structure of JSC “PIRAEUS BANK ICB” changed the following way:

· Share of customer credits and advances grew by 2,13 p.p. up to 47,61%;

· Share of cash and cash equivalents increased by 8,47 p.p. up to 22,67%;

· Share of investments into securities decreased by 10,44 p.p. down to 23,59%.
           At the same time, as of July 01, 2022 the securities portfolio of JSC “PIRAEUS BANK ICB” on 100% was formed of state bonds of Ukraine and NBU deposit certificates, i.e. with the highest quality assets, which are characterized by a low level of risk. 
Therefore, throughout the first half of 2022 year there was a decrease of loan portfolio and investments into securities of JSC “PIRAEUS BANK ICB”, instead the Bank increased its cash and cash equivalents. As well, there was a decrease of funds of the Bank’s customers. The Agency attributes the early repayment of JSC "PIRAEUS BANK MKB" refinancing from the NBU in June 2022 to positive factors. 
           2. For the period from 01.01.2022 to 01.07.2022 the regulatory capital (N1) of JSC “PIRAEUS BANK ICB” grew by 7,90% up to UAH 622,62 mln. that in 3,11 times exceeded the limit value, set by NBU for this normative (at the level UAH 200 mln.). The Bank’s regulatory capital adequacy normative (N2) as of 01.07.2022 compared to 01.01.2022 grew by 2,39 p.p. and amounted to 20,15% that by 10,15 p.p. exceeded the limit value, set by NBU, but was by 2,99 p.p. higher than the average of this normative on the Ukrainian banking system. The Bank’s fixed capital adequacy normative (N3) throughout the first half of 2022 year increased by 2,11 p.p. up to 19,69%, that was in 2,81 times higher than the limit value, set by the regulator, and by 8,29 p.p. exceeded the average market indicator. 
Table 2 

Key normative indicators of JSC “PIRAEUS BANK ICB” th. UAH, % 
	Indicator
	Normative indicator
	01.07.2022
	01.01.2022

	
	
	On the system mln. UAH, %
	Bank, th. UAH, %
	On the system mln. UAH, %
	Bank, th. UAH, %

	
	
	
	
	
	

	Regulatory capital (N1)
	>200 mln
	202 363
	622 615
	211 742
	577 008

	Norm of regulatory capital adequacy (N2)
	>10%
	17,16%
	20,15%
	18,01%
	17,76%

	Norm of fixed capital adequacy (N3)
	>7%
	11,40%
	19,69%
	11,99%
	17,58%

	Net Stable Funding Ratio (NSFR)
	>90%
	-
	153,42%
	-
	167,04%

	Liquidity Coverage Ratio on all currencies (LCRac)
	>100%
	-
	239,37%
	-
	165,45%

	Liquidity Coverage Ratio in foreign currency (LCRfc)
	>100%
	-
	321,55%
	-
	158,49%

	Norm of the maximum amount of credit risk per one counterparty (N7)
	<25%
	17,86%
	19,05%
	18,60%
	21,59%

	Norm of large loan risks (N8)
	<800%
	78,20%
	125,76%
	72,35%
	172,60%


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 
Additionally the Agency notes that as of 01.08.2022 the Bank’s N1 ratio amounted to UAH 598,55 mln., the Bank’s N2 ratio was equal to 19,09%, and the N3 ratio amounted to 18,91%. Thus, as at the beginning of August, 2022 JSC “PIRAEUS BANK ICB” was very well provided with equity (regulatory and fixed): the Bank’s N1 ratio almost in thrice exceeded the limit value, and the N2 and N3 ratios with a considerable reserve exceeded the limit values, set by NBU, as well as were higher than the averages for these norms on the Ukrainian banking system. This fact positively affects the Bank’s credit rating. 
For the period from 01.01.2022 to 01.07.2022 the liquidity ratios of JSC “PIRAEUS BANK ICB” showed the following dynamics:

· Net stable funding ratio (NSFR) decreased by 13,62 p.p. down to 153,42%;
· Liquidity coverage ratio on all currencies (LCRac) grew by 73,92 p.p. and amounted to 239,37%; 

· Liquidity coverage ratio in foreign currency (LCRfc) increased by 163,06 p.p. up to 321,55%.
Therefore, as at the beginning of the second half of 2022 year all the liquidity ratios of JSC “PIRAEUS BANK ICB” with a great reserve exceeded the limit values, set by NBU. Additionally, the Agency notes that as of 01.08.2022 NSFR amounted to 148,33%, LCRac equaled 222,12%, and LCRfc amounted to 278,04%. 

Thus, as at the beginning of August, 2022 JSC “PIRAEUS BANK ICB” was very well provided with liquidity, as confirmed by the Bank’s high respective normative indicators (NSFR, LCRac and LCRfc), which considerably exceeded the limit values, set by the regulator. 

3. According to the results of the first half of 2022 year JSC “PIRAEUS BANK ICB” received a loss of UAH 77,52 mln, while the Bank’s profit for the same period of 2021 year amounted to UAH 4,89 mln. At the same time, the net interest income of JSC “PIRAEUS BANK ICB” grew by 30,25% (up to UAH 153,37 mln.), and the Bank’s net commission income increased by 38,98% (up to UAH 29,2 mln.). The Agency notes that the Bank’s unprofitable activity in the analyzed period is related to a considerable increase (in 9,37 times up to UAH 106,28 mln) of deductions for provisions for loans issued to clients in the first half of 2022 year compared to the first half of 2021 year. 
Table 3

Data on key items of income and expenses of JSC “PIRAEUS BANK ICB” th. UAH, % 
	Indicator
	HІ of 2022 
	HІ of 2021 
	Change
	Growth rate, %

	Interest income
	248 175
	168 550
	79 625
	47,24%

	Interest expenses
	94 805
	50 804
	44 001
	86,61%

	Net interest income
	153 370
	117 746
	35 624
	30,25%

	Commission income
	42 625
	60 480
	-17 855
	-29,52%

	Commission expenses
	13 429
	12 633
	796
	6,30%

	Net commission income
	29 197
	47 847
	-18 650
	-38,98%

	Administrative and other operating expenses 
	173 089
	157 129
	15 960
	10,16%

	Profit / (loss)
	-77 521
	4 887
	-82 408
	-1686,27%


Source: NBU data, statements of JSC “PIRAEUS BANK ICB” 
Therefore, throughout the first half of 2022 year there was an adjustment of the loan portfolio (-9,32%) and customer funds (5,61%) of JSC “PIRAEUS BANK ICB”, which, among other things, is associated with a decrease in the level of business activity in the country as a result of Russia’s attack and the introduction of martial law in Ukraine. The Agency positively assesses the early repayment of refinancing from the NBU by “PIRAEUS BANK ICB” in June 2022. According to the results of the first half of 2022 year JSC “PIRAEUS BANK ICB” received a loss of UAH 77,52 mln, while its net interest income compared to the first half of 2021 year grew by 30,25% and amounted to UAH 153,37 mln. The Bank’s negative financial result is related to a considerable increase of deductions for provisions under debt for loans issued to clients in the analyzed period.
As at the beginning of August, 2022 JSC “PIRAEUS BANK ICB” maintained the equity ratios (N1, N2 and N3) at a high level and was very well provided with liquidity. The respective factors, as well as the fact that JSC “PIRAEUS BANK ICB” is a bank of Piraeus Bank Group – one the largest system banks – enabled the Agency to update the credit rating of JSC “PIRAEUS BANK ICB” at such a high level. 
The Agency draws attention to the fact that the given report takes into account the assessment of the probability of the Bank fulfilling its obligations under normal circumstances. Force majeure circumstances and other exceptional circumstances that cannot be predicted, or which are related to the effect of martial law in Ukraine, cannot be taken into account in the assessment. 
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