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06/08/2019
Ratings of JSC “Kredobank” are updated at the level uaAAA 
           August 6, 2019 at the meeting of the rating committee of RA “Standard-Rating” it was decided to update the ratings of JSC «KREDOBANK» (09807862) according to the national scale:
· Long-term credit rating of JSC «KREDOBANK» 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 «KREDOBANK» at the level uaK1 according to the Agency’s national scale.

· Rating of deposits of JSC «KREDOBANK» is confirmed at the level ua.1 according to the scale of RA «Standard-Rating». 
· Rating of bonds of Series A and B is confirmed at the level uaAAA according to the national scale.
            The decision to update the ratings of JSC «KREDOBANK» has been made according to the results of the analysis of the Bank’s activity for the first half of 2019, regular and particular information of the Bank as an issuer of securities and separate forms of statistical statements of the Bank for January-June, 2019. 

1. According to the results of the first half of 2019 key balance sheet indicators of JSC «KREDOBANK» have demonstrated an increase, namely:
· Assets have grown by 4,35%;

· Loans and advances to customers have increased by 12,68%;

· Liabilities have shown a growth by 3,58%;

· Shareholders’ equity has grown by 10,41%.
Table 1 

Key balance sheet indicators of JSC «KREDOBANK», th. UAH, %, p.p. 
	Indicator
	01.07.2019
	01.01.2019
	Growth rate, %

	
	Th. UAH
	%
	Th. UAH
	%
	

	Debt to other banks 
	1 712 381
	9,78%
	2 021 544
	12,05%
	-15,29%

	Funds of legal entities
	6 318 811
	36,11%
	6 157 554
	36,71%
	2,62%

	Funds of individuals
	6 347 560
	36,27%
	5 797 633
	34,57%
	9,49%

	Total liabilities:
	15 261 120
	87,20%
	14 733 571
	87,85%
	3,58%

	Authorized capital of the bank 
	2 248 969
	12,85%
	2 248 969
	13,41%
	0,00%

	Total shareholders’ equity:
	2 250 503
	12,86%
	2 038 279
	12,15%
	10,41%

	Cash and its equivalents
	1 809 296
	10,34%
	2 157 346
	12,86%
	-16,13%

	Debt of other banks 
	15 503
	0,09%
	8 436
	0,05%
	83,77%

	Loans and advances to customers
	10 845 015
	61,97%
	9 624 870
	57,39%
	12,68%

	Investment securities 
	3 412 826
	19,50%
	3 783 284
	22,56%
	-9,79%

	Fixed assets and intangible assets 
	1 120 752
	6,40%
	974 433
	5,81%
	15,02%

	Other financial assets
	126 534
	0,72%
	49 384
	0,29%
	156,22%

	Total net assets:
	17 500 623
	100,00%
	16 771 850
	100,00%
	4,35%


Source: Separate interim financial statements of the Bank 
In the first half of 2019 the Bank has continued to increase the lending activity and generated the resource base due to raising funds of individuals and legal entities. At the same time, debt of JSC «KREDOBANK» to other banks has decreased. Besides, for the period from 01.01.2019 to 01.07.2019 funds of individuals have grown by 9,49%, funds of legal entities have increased by 2,62%, and debt to other banks has decreased by 15,29%. The above dynamics has reflected of the Bank’s liabilities structure, in which there have been the following changes: share of funds of individuals has increased by 1,70 p.p. up to 36,27%, share of funds of legal entities has decreased by 0,6 p.p. and has amounted to 36,11%, and share of debt to other banks has reduced by 2,27 p.p. down to 9,78%.
During the first two quarters of 2019 in the asset structure of JSC «KREDOBANK» there have been the following changes:

· Share of loans and advances the Bank’s customers has increased by 4,58 p.p.: from 57,39% up to 61,97%;

· Share of investment securities has reduced by 3,06 p.p.: from 22,56% down to 19,50%;
· Share cash and its equivalents has decreased by 2,52 p.p. from 12,86% down to 10,34%.
The Agency draws attention that at the end of the second quarter of 2019 the Bank has formed the portfolio of investment securities in the amount of UAH 3,413 bn, in which over 99% consisted of state bonds of Ukraine. 

Therefore, in the first half of 2019 the driver of the business activity growth of JSC «KREDOBANK» has become the growth of lending that has positively affected the dynamics of the Bank’s revenues. JSC «KREDOBANK» continues to actively lend a small and medium business: in May, 2019 the portfolio of loans, issued by the Bank in segment of small and medium business, has exceeded UAH 2 bn. The increase of lending small and medium business is due to the active implementation by the Bank of a number of preferential lending programs for enterprises by international financial institutions and public authorities, in particular such as: preferential rate lending program with the German-Ukrainian Fund, preferential lending program for social enterprises with Western NIS Enterprise Fund, programs for compensation of interests and part of credits for certain industries from the Ministry of Agrarian Policy, as well as regional programs of credit interest repayment. For example, in June, 2019 in Chernihiv region the largest potato starch production plant in Eastern Europe was put into operation, whose construction was financed by JSC «Kredobank» under a program jointly with the German-Ukrainian Fund. 
As well, the Agency notes that by the Decision of the NBU Board from 27.06.2019 JSC «Kredobank» is recognized as one on the system important Ukrainian banks. Therefore, NBU recognized a significant role of the Bank in the Ukrainian banking system. 

2. As of 01.07.2019 the regulatory capital of JSC «KREDOBANK» (N1) has amounted to UAH 1,841 bn that is by 1,93% more than as of 01.01.2019. The Bank’s N1 ratio more than in 9 times had exceeded the limit value, set by NBU, for this normative (in the amount of UAH 200 mln). The Bank’s regulatory capital adequacy normative (N2) for the period from 01.01.2019 to 01.07.2019 has decreased by 2,07 p.p.: from 16,88% down to 14,81%. Despite a decrease, the Bank’s N2 ratio has been by 4,81 p.p. higher than the minimal value, set by the regulator, for this normative. 
Therefore, JSC «KREDOBANK» has maintained a good level of the regulatory capital adequacy, as indicated by the N1 and N2 ratios, which with a reserve exceeds the limit values, set by NBU. 
Table 2 

Key norms of JSC «KREDOBANK», mln. UAH, %, p.p.
	Indicator
	Normative indicator
	01.07.2019
	01.01.2019

	
	
	on the system
	bank
	on the system
	bank

	
	
	
	
	
	

	Regulatory capital (N1)
	>200 mln
	-
	1 841 083
	-
	1 806 165

	Norm of regulatory capital adequacy (N2)
	>10%
	17,47%
	14,81%
	16,18%
	16,88%

	Norm of instant liquidity (N4)
	>20%
	66,63%
	37,36%
	68,66%
	40,98%

	Norm of current liquidity (N5)
	>40%
	97,76%
	44,89%
	99,12%
	51,77%

	Norm of short-term liquidity (N6)
	>60%
	91,61%
	66,98%
	93,52%
	70,18%

	Norm of the maximum amount of credit risk per one counterparty (N7)
	<25%
	17,86%
	5,06%
	19,83%
	3,98%

	Norm of large loan risks (N8)
	<800%
	146,97%
	0,00%
	176,23%
	0,00%


Source: NBU data and statistical statements of the Bank
Note: if there is no calculation of the normative on the first of each month, the Agency provides data of the closest working day 
3. Liquidity ratios of JSC «KREDOBANK» as of 01.07.2019 compared to 01.01.2019 have shown a downward dynamics:
· Instant liquidity ratio (N4) has decreased by 3,62 p.p.: from 40,98% down to 37,36%;

· Current liquidity ratio (N5) has reduced by 6,88 p.p.: from 51,77% down to 44,86%;

· Short-term liquidity ratio (N6) has decreased by 3,20 p.p.: from 70,18% down to 66,98%.


All the three liquidity ratios of the Bank as of 01.07.2019 have exceeded the limits, set by NBU, but have been lower than the averages of these norms on the banking system of Ukraine. Thus, instant liquidity ratio (N4) has been by 17,36 p.p. higher than the minimal value, set by NBU, current liquidity ratio (N5) – by 4,86 p.p., and short-term liquidity ratio (N6) – by 6,98 p.p. At the same time, all the three liquidity ratios of the Bank have been lower than the averages of these norms on the banking system of Ukraine that indicates the Bank's implementation of liquidity management policy, oriented on profitability, which is rather acceptable in emerging markets and has resulted in the increase of the key items of the Bank’s revenues. Всі три нормативи ліквідності Банку станом на 01.07.2019 перевищували встановлені НБУ граничні значення, проте були нижчими за середні показники даних нормативів по банківській системі України. Так, норматив миттєвої ліквідності (Н4) був вищим за встановлене НБУ мінімальне значення на 17,36 п.п., норматив поточної ліквідності (Н5) – на 4,86 п.п., а норматив короткострокової ліквідності (Н6) – на 6,98 п.п.
Therefore, the N4, N5 and N6 ratios indicated that JSC «KREDOBANK» continued to adhere to the liquidity management policy, oriented on profitability, which resulted in the growth of key items of its income and which was justified in view of the scale of the Bank's activities.  

4. According to the results of the first half of 2019 JSC «KREDOBANK» received profit of UAH 234,958 mln that is by 4,28% less than the Bank’s profit according to the results of the first half of 2018. At the same time, the Agency notes the increase of key items of the Bank’s revenues. Besides, net interest income of the Bank has increased by 17,59% up to UAH 707,823 mln., and net commission income has grown by 12,26% and has amounted to UAH 223,328 mln.
Table 3

Data on key articles of income and expenses of JSC «KREDOBANK», th. UAH, %
	Indicator
	For the H1 of 2019
	For the H1 of 2018
	Change
	Growth rate, %

	Interest income
	1 096 799
	842 054
	254 745
	30,25%

	Interest expenses
	388 976
	240 090
	148 886
	62,01%

	Net interest income 
	707 823
	601 964
	105 859
	17,59%

	Commission income
	297 040
	263 503
	33 537
	12,73%

	Commission expenses
	73 712
	64 558
	9 154
	14,18%

	Net commission income 
	223 328
	198 945
	24 383
	12,26%

	Administrative and other operating expenses
	215 598
	200 521
	15 077
	7,52%

	Profit / (loss)
	234 958
	245 471
	-10 513
	-4,28%


Source: Separate interim financial statements of the Bank 
            Therefore, in the first half of 2019 JSC «KREDOBANK» continued to increase the lending activity and generated the resource base due to raising funds of individuals and legal entities. According to the results of the first half of 2019 compared to the first half of 2018 JSC «KREDOBANK» increased key items of revenues. The Bank continued to adhere to the profitability-oriented policy of liquidity management and maintained a good level of the regulatory capital adequacy that, with the availability of external support from PKO Bank Polski S.A., enables to update the Bank’s credit rating with the highest assessment according to the national scale. 
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