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25/11/2015
Ratings of JSC «Raiffeisen Bank Aval» are updated
November 25, 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. 
· 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 the 9 months of 2015, the particular and regular information of the Bank as an issuer of securities. 
1. For the 9 months of 2015 key balance sheet indicators of JSC «Raiffeisen Bank Aval» have demonstrated the following dynamics: 
· Assets have increased by 12,82% (for the first half the increase in assets has amounted to 12,34%);

· Liabilities have grown by 19,86% (for the first half liabilities have increased by 19,04%);

· Shareholders’ equity has decreased by 35,36% (for the first half the decrease in shareholders’ equity has amounted to 33,51%). 
Table 1 

Key balance sheet indicators of JSC "Raiffeisen Bank Aval", th. UAH, %, p.p.
	Indicator
	01.10.2015
	01.01.2015
	Growth rate, %

	
	th. UAH
	%
	th. UAH
	%
	

	Funds of banks
	5 179 998
	9,84
	5 378 288
	11,53
	-3,69

	Funds of legal entities
	20 426 574
	38,81
	14 592 924
	31,28
	39,98

	Funds of individuals
	14 892 902
	28,29
	14 207 484
	30,45
	4,82

	Total liabilities:
	48 795 590
	92,70
	40 711 132
	87,26
	19,86

	Authorized capital of the bank 
	3 002 775
	5,70
	3 002 775
	6,44
	-

	Total shareholders’ equity:
	3 843 156
	7,30
	5 945 501
	12,74
	-35,36

	Cash and its equivalents
	13 415 403
	25,49
	6 843 152
	14,67
	96,04

	Funds in other banks
	718 634
	1,37
	15 228
	0,03
	4619,16

	Customer credits and debt
	25 961 118
	49,32
	29 914 179
	64,12
	-13,21

	Securities in the bank’s portfolio for sale
	882 330
	1,68
	4 682 058
	10,04
	-81,16

	Securities in the bank’s portfolio for repayment
	4 146 723
	7,88
	239 415
	0,51
	1632,02

	Fixed assets and intangible assets
	2 305 432
	4,38
	2 505 665
	5,37
	-7,99

	Other financial assets
	636 680
	1,21
	535 257
	1,15
	18,95

	Total assets:
	52 638 746
	100,00
	46 656 633
	100,00
	12,82


In the Bank’s resource base there also have been multidirectional changes. Thus, according to the results of the 9 months of 2015 the most noticeable increase has been demonstrated by funds of legal entities, whose volume has grown by 39,98%. Funds of individuals have increased by 4,82%, and funds of banks in liabilities of JSC «Raiffeisen Bank Aval» have reduced by 3,69%. In its turn, the Bank’s resource base has also changed. For the period from 01.01.2015 to 01.10.2015 the proportion of funds of legal entities in liabilities of JSC «Raiffeisen Bank Aval» has grown from 31,28% up to 38,81%, the proportion of funds of individuals has decreased from 30,45% down to 28,29%, and the proportion of funds of banks has decreased from 11,53% down to 9,84%.  
For the 9 months of current year customer credits and debt of JSC «Raiffeisen Bank Aval» have decreased by 13,21% (according to the results of the first half the Bank’s loan portfolio has decreased by 8,48%). At the same time, a noticeable increase has been demonstrated by liquid assets of the Bank and the portfolio of securities for redemption. Thus, as of 01.10.2015 compared to 01.01.2015 funds of other banks have grown in 47 times (from UAH 15,228 mln. up to UAH 718,634 mln.), cash and its equivalents have increased almost in twice (by 96,04%: from UAH 6,843 bn. up to UAH 13,415 bn.), and the portfolio of securities for redemption has grown in 17 times (from UAH 239,415 mln. up to UAH 4,147 bn.).
2. Equity norms of JSC «Raiffeisen Bank Aval» for the period from 01.01.2015 to 01.10.2015 have demonstrated multidirectional dynamics, namely: 
- regulatory capital (N1) has decreased by 6,50%: from UAH 6,082 bn. up to UAH 5,686 bn.;

- normative of regulatory capital adequacy (N2) has grown by 0,18 p.p.: from 13,05% up to 13,23%.
In the Agency’s opinion, the increase in the Bank’s N2 ratio against the background of the decrease in regulatory capital and the increase in assets is related to the change of the very asset structure of JSC «Raiffeisen Bank Aval» towards the increase in the proportion of highly liquid assets (in particular, cash and its equivalents) and the decrease in the proportion of the loan portfolio, which traditionally has more risks. As of 01.10.2015 the normative of the Bank’s regulatory capital adequacy (N2) with a noticeable reserve has exceeded the limit, set by NBU, and the average indicator of N2 ratio on the banking system of Ukraine (by 3,23 p.p. and 6,14 p.p., respectively). Therefore, JSC «Raiffeisen Bank Aval» has entered the fourth quarter of 2015 with a good level of the regulatory capital provision. 
Liquidity norms of the Bank as of 01.10.2015 compared to 01.01.2015 have shown the increase in values:
· Instant liquidity ratio (N4) has increased by 39,73 p.p. – up to 78,02%;

· Current liquidity ratio (N5) has grown by 17,09 p.p. and has reached the level of 86,01%;

· Short-term liquidity (N6) has added 7,29 p.p. and has amounted to 83,93%.

           On 01.10.2015 the values of all the three liquidity ratios of the Bank (N4, N5 and N6) have exceeded the limits, set by the regulator, and the averages of these norms on the banking system of Ukraine. Thus, the Bank’s instant liquidity ratio (N4) has been by 16,76 p.p. higher than the market average of N4 ratio. Current liquidity ratio (N5) has exceeded the average of this normative on the banking system by 16,68 p.p., and short-term liquidity ratio – by 0,13 p.p. Therefore, as at the beginning of the fourth quarter of current year JSC «Raiffeisen Bank Aval» has formed a noticeable reserve of liquidity. 
Table 2 

Key normative indicators of JSC "Raiffeisen Bank Aval", th. UAH, %, p.p.
	Indicator
	Normative indicator
	01.10.2015
	01.01.2015

	
	
	On the system
	bank
	On the system
	bank

	Regulatory capital (N1)
	>120 mln
	-
	5 686 472
	-
	6 081 857

	Norm of regulatory capital adequacy (N2)
	>10%
	7,09%
	13,23%
	15,60%
	13,05%

	Norm of instant liquidity (N4)
	>20%
	61,26%
	78,02%
	57,13%
	38,29%

	Norm of current liquidity (N5)
	>40%
	69,33%
	86,01%
	79,91%
	68,92%

	Norm of short-term liquidity (N6)
	>60%
	83,80%
	83,93%
	86,14%
	76,64%

	Norm of the maximum amount of credit risk per one counterparty (N7)
	<25%
	23,27%
	26,85%
	22,01%
	18,56%

	Norm of large loan risks (N8)
	<800%
	819,95%
	106,63%
	250,04%
	54,18%


3. According to the results of the first half of 2015 JSC «Raiffeisen Bank Aval» has shown a loss of UAH 2,064 bn that is by 50,79% higher than the Bank’s loss for the same period of 2014. The key reason of the growth of the Bank’s loss has become the increase in the volume of deductions to loan provisions and funds in other banks for the given period by 60,92% (from UAH 3,395 bn. up to UAH 5,463 bn.), that indicates a technical nature of a loss. 

JSC «Raiffeisen Bank Aval» continues to demonstrate the ability not only to generate revenues, but also to increase its volumes that under current economic conditions deserves a positive assessment. Thus, according to the results of the 9 months of 2015 compared to the same period of 2014 net interest income of the Bank has grown by 20,81% (from UAH 3,536 bn. up to UAH 4,271 bn.), and commission income has increased by 23,89% (from UAH 1,393 bn. up to UAH 1,726 bn.).
Table 3

Data on key items of income and expenses of JSC "Raiffeisen Bank Aval", th. UAH, %, p.p.
	Indicator
	For the 9 months of 2015
	For the 9 months of 2014
	Change 
	Growth rate, %

	Interest income
	5 944 688
	4 773 886
	1 170 802
	24,53

	Net interest income 
	4 271 112
	3 535 505
	735 607
	20,81

	Commission income
	1 725 678
	1 392 915
	332 763
	23,89

	Result from operations with foreign currency 
	-347 039
	402 201
	-
	-

	Interest expenses
	1 673 576
	1 238 381
	435 195
	35,14

	Commission expenses
	357 002
	236 293
	120 709
	51,08

	Administrative and other operating expenses
	2 700 865
	2 522 068
	178 797
	7,09

	Profit/(loss)
	-2 063 770
	-1 368 651
	-695 119
	-


          4. The Agency highlights that the key shareholder of JSC «Raiffeisen Bank Aval» is Raiffeisen Bank International AG (Austria), which in case of the need is able to provide it with support. For the first three quarters of 2015 Raiffeisen Bank International AG (RBI) has received EUR 624 mln of profit before taxation that is by 24% and EUR 122 mln more compared to the same period of last year. Consolidated profit of RBI in the reporting period has amounted to EUR 378 mln, having increased by 68% or by EUR 152 mln. Core tier 1 ratio (transient) of RBI has grown by 0,5 p.p. – by 11,4%, and core tier 1 ratio (common) has increased by 0,8 p.p. – up to 10,8%.

Therefore, according to the results of the 9 months of 2015 the dynamics of assets, liabilities and shareholders’ equity of JSC «Raiffeisen Bank Aval» has repeated trends noted according to the results of the first half. In the Bank’s resource base the most noticeable increase has been demonstrated by funds of legal entities, and its proportion in liabilities has grown by 38,81%. In assets of JSC «Raiffeisen Bank Aval» high dynamics of the growth has been noted in highly liquid assets, as well as the portfolio of securities for redemption. JSC «Raiffeisen Bank Aval» has entered the fourth quarter of 2015 with a good level of the regulatory capital provision and a noticeable reserve of liquidity. According to the results of the 9 months of 2015 JSC «Raiffeisen Bank Aval» has shown a large loss that has become a result of the further increase in deductions to loan provisions and funds in other banks. At the same time, the Bank continues to demonstrate the ability not only to generate revenues, but also to increase its volumes that under current economic conditions deserves a positive assessment. The Agency also emphasizes that the key shareholder of JSC «Raiffeisen Bank Aval» is Raiffeisen Bank International AG (Austria), which in case of the need is able to provide it with support.  
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