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28/07/2014
PRESS-RELEASE

(Translation from Russian)
Ratings of Bank «Kontrakt» are updated
July 28, 2014 the rating committee of RA “Standard-Rating” has decided to update the ratings of PJSC “Bank “Kontrakt” (19361746): 
· Long-term credit rating of PJSC «Bank «Kontrakt» is updated at the level uaBBB+ according to the national scale. The Bank with a long-term credit rating uaBBB+ is characterized by a sufficient solvency compared to other Ukrainian banks. The level of solvency depends on the impact of adverse commercial, financial and economic conditions. 
· Short-term credit rating of PJSC «Bank «Kontrakt» is updated at the level uaK3+ according to the national scale. The Bank or the separate bond instrument with rating uaK3+ is characterized by a sufficient solvency compared to other Ukrainian banks. The Bank is able to prevent the foreseen risks in the short term. 
· Rating of deposits of PJSC «Bank «Kontrakt» is confirmed at the level ua.3+ according to the scale of RA «Standard-Rating». 
Making decision to update the ratings of PJSC «Bank «Kontrakt», the Agency was guided by the analysis results of the Bank’s activity in the H1 of 2014: 
1. The Bank’s assets have grown by 6,88% over the first 6 months of 2014 (in the first quarter assets have decreased by 6,95%). At the same time, in the first half the shareholders’ equity of the Bank has reduced by 17,8%, and the liabilities have grown by 11,53%. The growth of liabilities of PJSC «Bank «Kontrakt» has been related to the fact that in the first half the Bank has noticeably increased funds of legal entities (by 26,9%) and funds of individuals (by 20,56%). The Agency gives a positive assessment to the Bank’s efforts to increase the resource base. The increase of a deposit base in a period difficult for the banking system is indicative and points to a good level of the Bank’s resistance to the crisis phenomena. 
Table 1 

Key balance sheet indicators of PJSC «Bank «Kontrakt», th. UAH, %, p.p.
	Indicator
	01/07/2014
	01/01/2014
	Growth rate, %

	
	th. UAH
	%
	th. UAH
	%
	

	Funds of banks
	34 866
	4.27
	3 996
	0.52
	772.52

	Funds of legal entities
	299 368
	36.71
	235 913
	30.92
	26.90

	Funds of individuals
	337 851
	41.42
	280 230
	36.72
	20.56

	Total liabilities:
	716 213
	87.81
	642 164
	84.16
	11.53

	Authorized capital of the bank 
	86 000
	10.54
	86 000
	11.27
	0.00

	Total shareholders’ equity:
	99 382
	12.19
	120 899
	15.84
	-17.80

	Cash and its equivalents
	143 641
	17.61
	117 888
	15.45
	21.85

	Funds of mandatory reserves in NBU 
	3 493
	0.43
	3 623
	0.47
	-3.59

	Funds in other banks
	68 839
	8.44
	160
	0.02
	-

	Customer credits and debt
	291 364
	35.72
	299 718
	39.28
	-2.79

	Fixed assets and intangible assets
	43 069
	5.28
	40 518
	5.31
	6.30

	Other financial assets
	6 742
	0.83
	109 124
	14.30
	-93.82

	Total assets:
	815 595
	100.00
	763 063
	100.00
	6.88


2. The Agency reminds that in the Q1 of 2014 the regulatory capital of the Bank has decreased by UAH 3,3 mln down to UAH 126,5 mln, in the second quarter the regulatory capital has continued its decrease and on 01/07/2014 has amounted to UAH 126,3 mln. The Bank has managed to create the reserve of N1 with respect to the limit value of the norm and to decrease the fall rates of N1 in the second quarter compared to the Q1 of 2014. 
Reduction of the regulatory capital adequacy from 12,25% down to 10,72% is considered by the Agency as a negative factor, at the same time N2 on 01/07/2014 has been complied with a slight reserve with respect to the limit value of the norm set by NBU. On the other hand, the fall of N2 has been performed not only due to the impact of the decrease of regulatory capital, but also due to a successful increase in a resource base by the Bank under difficult economic conditions. The norm N3 has also shown a decrease, but on 01/07/2014 N3 of the Bank has been higher not only than the limit set by NBU, but also higher than an average on the banking system of Ukraine. 
On 01/07/2014 the two (N4 and N5) of the three norms of liquidity of PJSC «Bank «Kontrakt» have exceeded the average on the banking system. All the three norms N4, N5 and N6 of the Bank have decreased over the first 6 months of 2014, as well as the averages of these norms on the system. The Agency assesses a general state of liquidity of PJSC «Bank «Kontrakt» as “better than in average on the banking system”. 
Table 2 

Key norms of PJSC «Bank «Kontrakt», th. UAH, %, p.p.
	Indicator
	The norm
	01/07/2014
	01/01/2014

	
	
	On the system
	Bank
	On the system
	Bank

	Regulatory capital (N1)
	>120 mln.
	-
	126 326
	-
	129 754

	Norm of regulatory capital adequacy (N2)
	>10%
	15.87%
	10.72%
	18.26%
	12.25%

	
	
	
	
	
	

	Norm of Regulatory capital/Total assets ratio (N3)
	>9%
	12.56%
	14.82%
	13.98%
	16.26%

	
	
	
	
	
	

	Norm of instant liquidity (N4)
	>20%
	48.50%
	59.81%
	56.99%
	72.53%

	Norm of current liquidity (N5)
	>40%
	78.71%
	85.17%
	80.86%
	89.28%

	Norm of short-term liquidity (N6)
	>60%
	85.16%
	65.70%
	89.11%
	65.74%

	Norm of the maximum amount of credit risk per one counterparty (N7)
	<25%
	22.47%
	23.75%
	22.33%
	23.12%

	Norm of large loan risks (N8)
	<800%
	243.58%
	255.00%
	172.05%
	175.55%


3. The Agency reminds that the Bank has finished the first quarter of 2014 with a loss of UAH 21,5 mln, against a profit of UAH 24 th. in the Q1 of 2013. According to the results of the first half the situation hasn’t changed, the Bank’s loss has amounted to UAH 21,517 mln, i.e. the Bnak has managed to avoid unprofitable activity in the second quarter. 
Table 3

Data on key items of income and expenses of PJSC «Bank «Kontrakt», th. UAH, %, p.p.
	Indicator
	HI of 2014 
	HI of 2013
	Change
	Growth rate, %

	Interest income
	30 641
	26 880
	3 761
	13.99

	Net interest income / (Net interest costs)
	-13 993
	-2 353
	-
	-

	Commission income
	12 306
	14 831
	-2 525
	-17.03

	Result from operations with foreign currency 
	2 275
	1 659
	-
	-

	Interest expenses
	44 634
	29 233
	15 401
	52.68

	Commission expenses
	1 877
	2 162
	-285
	-13.18

	Administrative and other operating expenses
	30 642
	16 534
	14 108
	85.33

	Profit/(loss)
	-21 517
	135
	-
	-


Additionally the agency has established:
· In June of 2014 the Bank successfully passed a scheduled inspection of the Deposit Guarantee Fund. 
· As of today the Bank doesn’t have a regional network that is why hasn’t suffered any financial losses after a control loss by Ukraine over the Crimea and from performing the antiterrorist operation in Luhansk and Donetsk regions. 
· During the 2014 the Bank has performed its commitments to depositors in terms, established by the contracts, besides the Bank has timely fulfilled the customer requirements for the early termination of the contract – the return of the deposit. 
Therefore, according to the results of the H1 of 2014 Bank «Kontrakt» has stopped the practice of unprofitable activity, has kept the reserve of the regulatory capital and the regulatory capital adequacy at an acceptable level, and also has demonstrated a good level of reserve of instant and current liquidity. 
In the H1 of 2014 Bank «Kontrakt» has continued to show a good level of resistance to a general negative trend on the system, which is the outflow of a deposit base. Thus, in the first half funds of legal entities in the Bank’s liabilities have grown by 26,9%, funds of individuals have increased by 20,56%. 
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