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31/08/2021
Long-term credit rating of JSC CB “PRIVATBANK” is updated 
August 31, 2021 at the meeting of the rating committee of RA “Standard-Rating” it was decided to update the ratings of JSC CB “PRIVATBANK” (14360570) according to the national scale:

· Long-term credit rating of JSC “CB “PRIVATBANK” 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 CB “PRIVATBANK” at the level uaK1 according to the Agency’s national scale.

· Rating of deposits of JSC CB “PRIVATBANK” is confirmed at the level ua1 according to the scale of RA «Standard-Rating».
The decision to update the ratings of JSC “CB “PRIVATBANK” is taken according to the analysis results of the Bank’s activity for the first half of 2021 year, as well as data of the Bank’s statistical statements for January-July, 2021. 

Balance sheet indicators
As of 01.07.2021 compared to 01.01.2021 key balance sheet indicators of JSC “CB “PRIVATBANK” demonstrated the following changes:
1. The Bank’s shareholders’ equity decreased by 17,21%: from UAH 52,825 bn. down to UAH 43,732 bn. The authorized capital of the Bank didn’t change in the analyzed period and as of 01.07.2021 amounted to UAH 206,060 bn. 
Table 1 

Particular balance sheet indicators of JSC CB «PRIVATBANK», mln. UAH, %, p.p.
	Indicators
	01.07.2021
	01.01.2021
	Growth rate, %

	
	mln UAH
	%
	mln UAH
	%
	

	Debt to banks and other financial organizations 
	9
	0,002%
	2
	0,001%
	350,00%

	Funds of clients
	308 948
	83,89%
	312 708
	81,75%
	-1,20%

	Total liabilities
	324 536
	88,12%
	329 700
	86,19%
	-1,57%

	Authorized capital of the bank 
	206 060
	55,95%
	206 060
	53,87%
	0,00%

	Shareholders’ equity of the bank
	43 732
	11,88%
	52 825
	13,81%
	-17,21%

	Cash and its equivalents and mandatory provisions
	57 246
	15,54%
	49 911
	13,05%
	14,70%

	Banks’ debt
	19 554
	5,31%
	25 059
	6,55%
	-21,97%

	Customer credits and advances 
	62 502
	16,97%
	55 021
	14,38%
	13,60%

	Investment securities
	196 275
	53,30%
	221 661
	57,95%
	-11,45%

	Total assets
	368 268
	100,00%
	382 525
	100,00%
	-3,73%


Source: Separate interim reduced financial statements of PrivatBank for the six months that ended on June 30, 2021 
2. For the period from 01.01.2021 to 01.07.2021 the loan portfolio of JSC CB “PRIVATBANK” increased by 13,60% (up UAH 62,502 bn.), and its proportion in the Bank’s assets grew by 2,59 p.p. (from 14,38% up to 16,97%). 
As of 01.07.2021 compared to 01.01.2021 the investment securities portfolio of JSC “CB “PRIVATBANK” decreased by 11,45% (down to UAH 196,275 bn), and its share in the Bank's assets reduced by 4,65 p.p. (from 57,95% down to 53,30%). As at the beginning of July, 2021 the portfolio of investment securities of JSC CB “PRIVATBANK” was formed advantageously by government debt securities (the share of which in the securities portfolio amounted to 99,85%), as well as long-term bonds issued by the State Mortgage Institution (the share of which was equaled to 0,15%). The Agency repeatedly emphasizes that government securities are identified as the high quality assets, i.e. assets with the lowest risk level. 
For the period from 01.01.2021 to 01.07.2021 the volume of cash and its equivalents and mandatory provisions in assets of JSC CB “PRIVATBANK” grew by 14,70% up to UAH 57,246 bn., and its share in the Bank's asset structure increased by 2,49 p.p. (from 13,05% up to 15,54%). 
Therefore, in the analyzed period JSC CB “PRIVATBANK” significantly increased its loan portfolio, as well as cash and its equivalents and mandatory provisions, instead having reduced investments into securities. The Agency also notes that on August 11, 2021 the Government approved an updated Development Strategy of the Bank until 2024, which defines the following strategic development goals of JSC CB "PRIVATBANK": growth of lending to small and medium business segment, strengthening the Bank's position as a leading retail bank in Ukraine, increase of the Bank's investment attractiveness and profitability.

Normative indicators
           JSC “CB “PRIVATBANK” has a very great indicator of the regulatory capital (N1) that, in its turn, positively affects the values of the Bank’s N2 and N3 ratios. As of 01.07.2021 the regulatory capital of JSC CB “PRIVATBANK” (N1) amounted to UAH 43,014 bn. that in 215 times exceeded the limit value, set by NBU. Additionally the Agency notes that as at the beginning of August, 2021 the Bank’s regulatory capital (N1) grew up to UAH 43,053 bn. 
The regulatory capital adequacy of JSC “CB “PRIVATBANK” (N2) for the period from 01.01.2021 to 01.07.2021 increased by 0,85 p.p. and amounted to 28,94% that by 18,94 p.p. exceeded the limit value, set by the regulator, and also was by 7,29 p.p. higher than the average of this normative on the Ukrainian banking system. As of 01.08.2021 the Bank’s N2 ratio amounted to 28,67% that by 18,67 p.p. exceeded the limit value, set by NBU. 
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The fixed capital adequacy of JSC CB “PRIVATBANK” (N3) as of 01.07.2021 compared to 01.01.2021 decreased by 0,42 p.p. down to 14,48%, that was by 7,48 p.p. higher than the limit value, set by NBU (at the level 7%), but was by 1,64 p.p. less than the average of this normative on the Ukrainian banking system. The Agency additionally notes that as of 01.08.2021 the Bank’s N3 ratio amounted to 14,34% that by 7,34 p.p. exceeded the limit value, set by NBU. 
Thus, as at the beginning of August, 2021 JSC CB “PRIVATBANK” was very well provided with the regulatory and fixed capital: the Bank maintained a very great reserve of N1 ratio, as well as high values of N2 and N3 ratios that positively affected its credit rating. 
Table 2 

Key norms of JSC «CB «PRIVATBANK», %, p.p.
	Indicator
	Normative indicator
	01.07.2021
	01.01.2021

	
	
	on the system
	bank
	on the system
	bank

	
	
	
	
	
	

	Norm of regulatory capital adequacy (N2)
	>10%
	21,65%
	28,94%
	21,98%
	28,09%

	Norm of fixed capital adequacy (N3)
	>7%
	16,12%
	14,48%
	15,67%
	14,06%

	Norm of short-term liquidity (N6)
	>60%
	89,72%
	88,60%
	86,82%
	92,92%

	Net Stable Financing Ratio (NSFR)
	>80%
	-
	139,93%
	-
	-

	Liquidity Coverage Ratio on all currencies (LCRac)
	>100%
	-
	240,47%
	-
	278,23%

	Liquidity Coverage Ratio in foreign currency (LCRfc)
	>100%
	-
	220,88%
	-
	218,18%

	Norm of the maximum amount of credit risk per one counterparty (N7)
	<20%*
	18,84%
	7,58%
	19,14%
	9,62%

	Norm of large loan risks (N8)
	<800%
	77,29%
	0,00%
	87,39%
	0,00%


Note: if there is no calculation of the normative at the first of each month, the Agency provides data of the closest working day in the reported month 
* for the system important banks the value of N7 ratio is set at the level not more than 20% 
Source: NBU data and data of the Bank’s statistical statements 
Liquidity ratios of JSC CB “PRIVATBANK” for the period from 01.01.2021 to 01.07.2021 demonstrated the following dynamics:

· Short-term liquidity ratio (N6) decreased by 4,32 p.p.: from 92,92% down to 88,60%;
· Liquidity Coverage Ratio on all currencies (LCRac) reduced by 37,76 p.p. down to 240,47%;
· Liquidity Coverage Ratio in foreign currency (LCRfc) grew by 2,70 p.p. up to 220,88%.
Net stable funding ratio (NSFR) mandatory from April 1, 2021, which is a long-term liquidity normative and determines a minimal required level of the bank’s liquidity on the horizon of one year, at JSC CB “PRIVATBANK” as of 01.07.2021 amounted to 139,93%, that by 59,93 p.p. exceeded the minimal required value of 80%, set by NBU for this normative. 
Therefore, as at the beginning of July, 2021 JSC CB “PRIVATBANK” maintained a significant reserve on the liquidity ratios: Bank’s short-term liquidity ratio (N6) exceeded the NBU limit value by 28,60 p.p., net stable funding ratio (NSFR) – by 59,93 p.p., liquidity coverage ratio on all currencies (LCRac) – in 2,40 times, and liquidity coverage ratio in foreign currency (LCRfc) – in 2,21 times. As well, the Agency draws attention that as of 01.08.2021 the Bank’s N6 ratio grew up to 89,41%, NSFR increased up to 154,61%, LCRac grew up to 253,33%, and LCRfc decreased down to 215,90%.
Thus, as at the beginning of August, 2021 JSC CB “PRIVATBANK” was very well provided with liquidity, as confirmed by the Bank’s high respective ratios (N6, NSFR, LCRac and LCRfc). 
Revenues and expenses
According to the results of the first half of 2021 year profit of JSC CB “PRIVATBANK” amounted to UAH 11,612 bn., that was by 17,28% less than the Bank’s profit according to the results of the first half of 2020 year. At the same time, throughout the analyzed period the key items of revenues of JSC CB “PRIVATBANK” showed a significant increase: net interest income of the Bank grew by 26,10% up to UAH 13,329 bn., and net commission income increased by 30,71% up to UAH 10,615 bn. 
Table 3

Data on key articles of income and expenses of JSC CB «PRIVATBANK», mln. UAH, % 
	Indicator
	For the HІ of 2021 
	For the HІ of 2020 
	Change
	Growth rate, %

	Interest income
	17 220
	17 217
	3
	0,02%

	Interest expenses
	3 891
	6 647
	-2 756
	-41,46%

	Net interest income
	13 329
	10 570
	2 759
	26,10%

	Commission income
	15 977
	12 138
	3 839
	31,63%

	Commission expenses
	5 362
	4 017
	1 345
	33,48%

	Net commission income
	10 615
	8 121
	2 494
	30,71%

	Administrative and other operating expenses
	8 798
	7 895
	903
	11,44%

	Profit / (loss)
	11 612
	14 037
	-2 425
	-17,28%


Source: Separate interim reduced financial statements of PrivatBank for the six months that ended on June 30, 2021  
Thus, under difficult macroeconomic conditions of the activity caused by the ongoing quarantine restrictions, caused by COVID-19 pandemic, JSC CB “PRIVATBANK” in the first half of 2021 year generated a significant volume of profit and increased net interest income and net commission income compared to the first half of 2020 year. A downward dynamics of the Bank’s profit is related to the losses from revaluation of the balance cost of investment securities in the Bank’s portfolio. 

Other factors
JSC CB “PRIVATBANK” through the scales of its activity continues to remain a strategic interest of the State Ukraine. The state’s participation in the equity of JSC CB “PRIVATBANK” provides the basis for a stable functioning of the domestic banking system.  
The Agency reminds that a long-term credit rating of JSC CB “PRIVATBANK” according to the national scale was assigned on December 29, 2016, already after the Bank’s nationalization. The Agency draws attention to the Bank’s availability of a factor of external support from the Ministry of Finance of Ukraine. 
          Therefore, according to the results of the first half of 2021 year JSC CB “PRIVATBANK” demonstrated a multidirectional dynamics of key balance sheet indicators. The Agency draws attention to the increase of the Bank’s loan portfolio (+13,60%). As at the beginning of August, 2021 JSC CB “PRIVATBANK” was very well provided with equity (regulatory and fixed) and liquidity that positively affects its credit rating. According to the results of the first half of 2021 year compared to the same period of 2020 year JSC CB “PRIVATBANK” significantly increased net interest income and net commission income (by 26,10% and by 30,71% respectively). According to the results of the first half of 2021 year the Bank generated profit of UAH 11,612 bn. that, according to NBU data, equals to 38,61% of the profit of the entire Ukrainian banking system. As well, the Agency repeatedly emphasizes that JSC CB “PRIVATBANK” is a strategic interest of the State Ukraine that provides the Bank with a high level of external support.
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