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20/03/2020
Ratings of JSC «Raiffeisen Bank Aval» are updated 
March 20, 2020 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 enables to prevent the foreseeable risks in a short run.
· Rating of deposits of JSC «Raiffeisen Bank Aval» is updated 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 2019 year, particular and regular information of the Bank as an issuer of securities.
1. As of 01.01.2020 compared to 01.01.2019 key balance sheet indicators of JSC “Raiffeisen Bank Aval” have suffered the following changes:

· The Bank’s assets have grown by 25,79% up to UAH 92,218 bn.;
· Cash and its equivalents have increased by 4,54% and have amounted to UAH 10,833 bn.;

· Shareholders’ equity has grown by 11,98% up to UAH 13,016 bn.;

· Customer credits and debt have increased by 2,24% up to UAH 47,879 bn.;
· Funds of clients have shown an increase by 14,06% up to UAH 66,616 bn.;

· Liabilities have grown by 28,39% and have amounted to UAH 79,202 bn.
Table 1 

Key balance sheet indicators of JSC "Raiffeisen Bank Aval", th. UAH, %
	Indicator
	01.01.2020
	01.01.2019
	Growth rate, %

	
	Th. UAH
	%
	Th. UAH
	%
	

	Funds of banks
	193 123
	0,21%
	697 373
	0,95%
	-72,31%

	Funds of clients
	66 615 719
	72,24%
	58 405 951
	79,67%
	14,06%

	Total liabilities:
	79 202 452
	85,89%
	61 689 860
	84,15%
	28,39%

	Authorized capital of the bank 
	6 154 516
	6,67%
	6 153 411
	8,39%
	0,02%

	Total shareholders’ equity:
	13 015 808
	14,11%
	11 622 970
	15,85%
	11,98%

	Cash and its equivalents
	10 832 776
	11,75%
	10 362 053
	14,13%
	4,54%

	Customer credits and debt
	47 878 523
	51,92%
	46 829 034
	63,88%
	2,24%

	Fixed assets and intangible assets
	3 769 339
	4,09%
	2 767 270
	3,77%
	36,21%

	Other assets
	171 698
	0,19%
	1 364 665
	1,86%
	-87,42%

	Total assets:
	92 218 260
	100,00%
	73 312 830
	100,00%
	25,79%


Source: NBU data and Bank’s financial statements 
         Therefore, according to the results of the 2019 year JSC “Raiffeisen Bank Aval” has demonstrated the good growth rates of key balance sheet indicators that deserve a positive assessment. At the same time, the Agency draws attention to the fact that the increase of the Bank’s lending activity is contributed by the cooperation with the EBRD. Thus, in October, 2019 a new financing program from the EU and the EBRD was announced under the EU4Business Initiative for an amount of EUR 25 mln. for JSC “Raiffeisen Bank Aval” clients, which belong to the small and medium business (SMB) segment. As well, the Agency draws attention that the Bank was one of the first in Ukraine to start cooperation with the EBRD in the area of Risk Sharing: in November of 2019, JSC “Raiffeisen Bank Aval” and the EBRD issued the first loan under the Risk Sharing Program.
2. For the period from 01.01.2019 to 01.01.2020 the Bank’s regulatory capital (N1) increased by 1,85% and amounted to UAH 10,674 bn., that in 53,4 times exceeded the limit value of UAH 200 mln, set by NBU. The regulatory capital adequacy normative of JSC “Raiffeisen Bank Aval” (N2) as of 01.01.2020 compared to 01.01.2019 grew by 0,09 p.p. and amounted to 19,13% that was by 9,13 p.p. more than the limit value, set by NBU, but was by 0,53 p.p. lower than the average of this normative on the banking system of Ukraine. The Bank’s fixed capital adequacy normative (N3) as of 01.01.2020 amounted to 11,87% that was by 4,25 p.p. higher than the limit value, set by NBU (taking into account a capital buffer of 0,625%), but was by 1,63 p.p. lower than the average market indicator of this normative. 
Besides, the Agency draws attention that as of 01.03.2020 the Bank’s N1 ratio amounted to UAH 11,791 bn., the N2 ratio amounted to 22,21%, and the N2 ratio was at the level 12,52%. 
Therefore, as at the beginning of March, 2020 JSC “Raiffeisen Bank Aval” was well provided with capital, as indicated by the Bank’s respective normative indicators (N1, N2 and N3), which with a noticeable reserve exceeded the limit values, set by NBU. 
The Agency also draws attention to the data of stress-testing the largest banks, performed by the National Bank of Ukraine in 2019, that indicates that JSC “Raiffeisen Bank Aval” maintains the N2 and N3 ratios at a sufficient level. Besides, the Agency repeatedly emphasizes that the key shareholders of JSC «Raiffeisen Bank Aval» are Raiffeisen Bank International and the EBRD that, if necessary, guarantees the Bank a high level of external support. 
Table 2 

Key normative indicators of JSC "Raiffeisen Bank Aval", th. UAH, %
	Indicator
	Normative indicator
	01.01.2020
	01.01.2019

	
	
	On the system
	bank
	On the system
	bank

	
	
	
	
	
	

	Regulatory capital (N1)
	>200 mln
	-
	10 674 030
	-
	10 480 006

	Norm of regulatory capital adequacy (N2)
	>10%
	19,66%
	19,13%
	16,18%
	19,04%

	Norm of fixed capital adequacy (N3) 
	>7,625%
	13,50%
	11,87%
	-
	9,91%*

	Norm of short-term liquidity (N6)
	>60%
	94,35%
	81,96%
	93,52%
	84,25%

	Liquidity Coverage Ratio on all currencies (LCRac)
	>100%
	-
	197,66%
	-
	152,14%*

	Liquidity Coverage Ratio in foreign currency (LCRfc) 
	>100%
	-
	196,26%
	-
	165,59%*

	Norm of the maximum amount of credit risk per one counterparty (N7)
	<25%
	17,61%
	10,43%
	19,83%
	10,13%

	Norm of large loan risks (N8)
	<800%
	105,00%
	20,66%
	176,23%
	20,17%


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 
* data on N3, LCRac and LCRfc are provided as of 01.02.2019 
As of 01.01.2020 the short-term liquidity ratio (N6) was by 21,96 p.p. more than the limit value, set by NBU, the liquidity coverage ratio on all currencies (LCRac) by 97,66 p.p. exceeded the normative value, set by NBU, and the liquidity coverage ratio in foreign currency (LCRfc) was by 96,26 p.p. more than the limit indicator. Therefore, the Bank’s N6 ratio with a noticeable reserve exceeded the limit value, set by NBU, LCRac and LCRfc were almost in twice higher than the minimal value, set by the regulator. The Agency also draws attention that as of 01.03.2020 the Bank’s N6 ratio amounted to 86,11%, LCRac was at the level 310,65%, and LCRfc amounted to 348,49%. At the same time, the Agency reminds that high values of LCRac and LCRfc indicate that the Bank formed a noticeable reserve of liquidity for covering net expected outflow of cash during 30 days, considering a stress-scenario. 
Thus, as at the beginning of March, 2020 JSC “Raiffeisen Bank Aval” was very well provided with liquidity, as indicated by the high values of the Bank’s respective ratios. 
3. According to the results of the 2019 year JSC «Raiffeisen Bank Aval» received profit of UAH 4,749 bn., that was by 6,67% less than the Bank’s profit according to the results of the 2018 year. 
At the same time, the Agency notes that during the given analysis period JSC «Raiffeisen Bank Aval» demonstrated the increase of key items of its revenues. Thus, the Bank’s net interest income grew by 1,84% (up to UAH 7,173 bn), and net commission income increased by 17,11% (up to UAH 2,885 bn). 
The upward dynamics of key items of revenues of JSC «Raiffeisen Bank Aval» and a noticeable profit, generated by the Bank according to the results of the 2019 year, is positively assessed by the Agency. 

Table 3

Data on key items of income and expenses of JSC "Raiffeisen Bank Aval", th. UAH, %
	Indicator
	For the 2019 year
	For the 2018 year
	Change
	Growth rate, %

	Interest income
	9 971 602
	8 866 160
	1 105 442
	12,47%

	Interest expenses
	2 798 163
	1 822 253
	975 910
	53,56%

	Net interest income
	7 173 438
	7 043 907
	129 531
	1,84%

	Commission income
	5 301 055
	4 593 129
	707 926
	15,41%

	Commission expenses
	2 415 933
	2 129 610
	286 323
	13,44%

	Net commission income
	2 885 122
	2 463 519
	421 603
	17,11%

	Other administrative and operating expenses 
	1 171 069
	1 706 007
	-534 938
	-31,36%

	Profit / (loss)
	4 748 714
	5 087 934
	-339 220
	-6,67%


Source: NBU data and Bank’s financial statements 
Therefore, according to the results of the 2019 year JSC «Raiffeisen Bank Aval» demonstrated the good growth rates of key balance sheet indicators, generated a significant profit and showed the increase of key items of its revenues compared to the 2018 year. As at the beginning of March, 2020 the Bank was very well provided with capital and liquidity, as indicated by the respective normative values. As well, the Agency repeatedly emphasizes that the key shareholders of JSC «Raiffeisen Bank Aval» are Raiffeisen Bank International and the EBRD that, if necessary, guarantees the Bank a high level of external support. The above factors enabled the Agency to update the Bank’s ratings at the highest level. 
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