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12/11/2018
Ratings of JSC «Raiffeisen Bank Aval» are confirmed 
November 12, 2018 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 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 «Raiffeisen Bank Aval» is updated at the level uaK1 according to the national scale. The Bank or the separate bond instrument with rating uaK1 is characterized by a high solvency compared to other Ukrainian borrowers or bond instruments. The financial state of such borrower provides the opportunity to prevent the foreseeable risks in a short run.
· 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 2018, particular and regular information of the Bank as an issuer of securities.
1. In July, 2018 Raiffeisen Business Banking supplemented its range of products and services for small and microbusiness customers with a new service “Business Navigation”. This service includes the following services: 

· Individual consultation;

· Full diagnostics and planning of further steps of business development;

· Individual offer of banking products according to the needs of a particular business;

· Long-term support for financial decisions.

In the period from 01.01.2018 to 01.10.2018 the Bank’s assets have grown by 7,46%: from UAH 66,297 bn. up to UAH 71,246 bn. Other balance sheet indicators of the Bank have demonstrated the following dynamics:
· Liabilities have increased by 9,58% up to UAH 60,697 bn.;
· Shareholders’ equity has decreased by 3,26% down to UAH 10,549 bn.;

· Cash and its equivalents have grown from UAH 10,297 bn. up to UAH 11,909 bn., or by 15,66%.
For the analyzed period funds of legal entities and individuals have increased by 6,27%: from UAH 52,339 bn. down to UAH 55,621 bn. At the same time, funds of credit organizations have grown by 95,21%: from UAH 1,700 bn. up to UAH 3,318 bn. 
Table 1 

Key balance sheet indicators of JSC "Raiffeisen Bank Aval", th. UAH, %, p.p.
	Indicator
	01.10.2018
	01.01.2018
	Growth rate, %

	
	Th. UAH
	%
	Th. UAH
	%
	

	Funds of credit organizations 
	3 318 372
	4,66%
	1 699 871
	2,56%
	95,21%

	Funds of legal entities and individuals 
	55 621 044
	78,07%
	52 338 874
	78,95%
	6,27%

	Total liabilities:
	60 697 105
	85,19%
	55 392 751
	83,55%
	9,58%

	Authorized capital of the bank 
	6 153 411
	8,64%
	6 154 516
	9,28%
	-0,02%

	Total shareholders’ equity:
	10 549 036
	14,81%
	10 904 638
	16,45%
	-3,26%

	Cash and its equivalents
	11 909 453
	16,72%
	10 297 227
	15,53%
	15,66%

	Assets for sale 
	29 338
	0,04%
	56 170
	0,08%
	-47,77%

	Customer credits and debt (excluding reserves)
	45 782 513
	64,26%
	36 844 668
	55,57%
	24,26%

	Fixed assets and intangible assets
	2 447 214
	3,43%
	2 446 674
	3,69%
	0,02%

	Other assets
	1 037 651
	1,46%
	1 028 266
	1,55%
	0,91%

	Total assets:
	71 246 141
	100%
	66 297 389
	100%
	7,46%


The Bank continues to increase business volumes as demonstrated by the growth of customer credits and debt from UAH 36,845 bn. up to UAH 45,783 bn., or by 24,26%. 
In January, 2018 it was signed the agreement between the EBRD and Raiffeisen Bank Aval on the participation of the latter in the Program of risk distribution, due to which loans, in particular for projects of renewed energy, will be available for a greater quantity of small and average enterprises (SAE) and separate larger companies in Ukraine. Within the framework of this program the EBRD will undertake the part of risks on loans, which Raiffeisen Bank Aval will provide to SAE, for the total amount of up to €20 mln during three years.  
2. Equity ratios of JSC «Raiffeisen Bank Aval» meet all the requirements, set by NBU. Regulatory equity ratio (N1), which on 01.10.2018 has amounted to UAH 9,518 bn., significantly exceeds the normative value of UAH 200 mln. The regulatory capital adequacy as at the end of the third quarter of 2018 has slightly decreased compared to the beginning of year (by 2,94 p.p. down to 17,16%), and remains noticeably higher than the normative value of NBU and the average indicator on the system. 
Liquidity ratios of the Bank on 01.10.2018 have been at a good level. Thus, instant liquidity ratio (N4) has amounted to 36,5%, with the limit value of more than 20%. Current liquidity ratio (N5) at the reported date has amounted to 42,34%, with the limit value of more than 40%, and short-term liquidity (N6) – 74,08%, with the normative of more than 60%. Based on the table 2, it is clear that the Bank’s liquidity ratios has a considerable reserve with respect to the normative values, set by NBU, but have been lower than the average values on the system. 
Table 2 

Key normative indicators of JSC "Raiffeisen Bank Aval", th. UAH, %, p.p.
	Indicator
	Normative indicator
	01.10.2018
	01.01.2018

	
	
	On the system
	bank
	On the system
	bank

	
	
	
	
	
	

	Regulatory capital (N1)
	>200 mln.
	122 538,1
	9 517 908
	115 817,6
	9 488 384

	Norm of regulatory capital adequacy (N2)
	>10%
	15,73%
	17,16%
	16,10%
	20,10%

	Norm of instant liquidity (N4)
	>20%
	70,03%
	36,50%
	55,55%
	41,14%

	Norm of current liquidity (N5)
	>40%
	102,12%
	42,34%
	108,08%
	56,74%

	Norm of short-term liquidity (N6)
	>60%
	95,54%
	74,08%
	98,37%
	84,43%

	Norm of the maximum amount of credit risk per one counterparty (N7)
	<25%
	20,06%
	14,27%
	20,29%
	12,04%

	Norm of large loan risks (N8)
	<800%
	172,28%
	47,93%
	208,31%
	21,92%


3. JSC «Raiffeisen Bank Aval» has finished the nine months of 2018 with profit of UAH 4,071 bn., that is by UAH 38,621 mln (by 0,96%) more than profit received for the same period of 2017. Considering difficult work conditions in the Ukrainian market of banking services, the Agency appreciates the Bank’s profitable activity for the 2017 year and for the three quarters of 2018. 
Net interest income for the 9 months of 2018 has grown by 24,18% up to UAH 5,248 bn. compared to the same period of 2017, while commission income of the Bank has also increased by 19,4%. The Agency notes that according to the Bank’s statements almost all the income items have demonstrated an upward dynamics.
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 2018 
	For the 9 months of 2017
	Change 
	Growth rate, %

	Interest income
	6 548 321
	5 192 993
	1 355 328
	26,10%

	Net interest income/ (Net interest expenses)
	5 248 126
	4 226 190
	1 021 936
	24,18%

	Commission income
	3 311 862
	2 773 760
	538 102
	19,40%

	Net profit from operations with foreign currency 
	240 621
	211 727
	28 894
	13,65%

	Interest expenses
	1 300 195
	966 803
	333 392
	34,48%

	Commission expenses
	1 517 421
	1 081 820
	435 601
	40,27%

	Administrative and other operating expenses
	2 911 456
	2 549 144
	362 312
	14,21%

	Profit/(loss)
	4 070 650
	4 032 029
	38 621
	0,96%


4. The Agency reminds that the key shareholders of JSC «Raiffeisen Bank Aval», Raiffeisen Bank International and the EBRD, in the fourth quarter 2015 have provided the increase in authorized capital of JSC «Raiffeisen Bank Aval» from UAH 3,022 bn to UAH 6,154 bn. In a present moment, in the Agency’s opinion, the Bank doesn’t need additional capitalization, but the availability of shareholders, which can provide a high level of external support, positively affects its credit rating according to the national scale. 
Therefore, as of 01.10.2018 the Bank has been very well provided with regulatory capital, has had good values of liquidity ratios, and its activity according to the results of the 9 months of 2018 has remained profitable. The above factors have made it possible to confirm the ratings of JSC «Raiffeisen Bank Aval». 
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