PAGE  

	ТОВ «РА «Стандарт-Рейтинг» (Україна)

04071, Україна, м. Київ, 

вул. В. Вал 4-А, 

тел.:   +38 /044/ 383-59-64

факс  +38 /044/ 383-27-50

http://www.standard-rating.biz/
	[image: image1.png]TANDA

RATING

\ r AGENCY

ATING






	RA Standard-Rating LLC (Ukraine) 

04071, Ukraine, Kyiv, 

V. Val St. 4-A,

tel. +38 /044/ 383-59-64

fax +38 /044/ 383-27-50

http://www.standard-rating.biz/



18/06/2021
Rating of JSC «PIRAEUS BANK ICB» is updated 
June 18, 2021 by the Decision of the rating committee of Rating agency “Standard-Rating” it was updated a long-term credit rating of JSC “PIRAEUS BANK ICB” (USREOU code 20034231) at the level uaAА according to the national scale. The Bank or the separate bond instrument with rating uaAА is characterized by a very high solvency compared to other Ukrainian borrowers or bond instruments. The decision to update the credit rating of JSC “PIRAEUS BANK ICB” was made on the basis of the analysis results of the Bank’s activity for the 2020 year, and also data of the Bank’s statistical statements for the 2020 year and January-March, 2021. 
1. For the period from 01.01.2020 to 01.01.2021 the key balance sheet indicators of JSC “PIRAEUS BANK ICB” demonstrated an upward dynamics:
· Assets grew by 37,00% and amounted to UAH 4,091 bn.;
· Customer credits and advances increased in 1,53 times up to UAH 2,114 bn.;

· Cash and its equivalents grew by 5,86% and amounted to UAH 672,517 mln.;
· Investments into securities showed the increase by 25,51% up to UAH 963,393 mln.;
· Liabilities increased by 46,44% and amounted to UAH 3,438 bn.;

· Shareholders’ equity grew by 2,26% up to UAH 652,834 mln.
According to the results of the 2020 year the Bank showed a considerable increase of key components of the resource base. Thus, as of 01.01.2021 compared to 01.01.2020 the banks’ funds in liabilities of JSC “PIRAEUS BANK ICB” increased by 31,99% (up to UAH 334,283 mln.), funds of individuals grew by 18,23% (up to UAH 1,263 bn.), and funds of legal entities increased by 33,54% (up to UAH 1,232 bn.). Also in 2020, the Bank raised long-term loans denominated in hryvnia from the NBU in the total amount of UAH 350 mln, which were obtained through refinancing with repayment in 2025. Funds raised from the NBU will be used to lend to customers. Besides, in 2020 there was an increase in other borrowed funds as a result of the Bank receiving a long-term loan from the EBRD at the end of 2020 year under the SME support program totaling UAH 141 mln. and with a maturity in 2022 year. 
Table 1 

Key balance sheet indicators of JSC “PIRAEUS BANK ICB” th. UAH, % 
	Indicator
	01.01.2021
	01.01.2020
	Growth rate, %

	
	Th. UAH
	%
	Th. UAH
	%
	

	Debt to NBU
	349 999
	8,56%
	-
	- 
	-

	Funds of banks
	334 283
	8,17%
	253 269
	8,48%
	31,99%

	Funds of legal entities 
	1 232 440
	30,13%
	922 930
	30,91%
	33,54%

	Funds of individuals
	1 262 581
	30,86%
	1 067 941
	35,76%
	18,23%

	Інші залучені кошти
	141 296
	3,45%
	492
	0,02%
	-

	Total liabilities
	3 438 215
	84,04%
	2 347 830
	78,62%
	46,44%

	Authorized capital of the bank 
	2 531 347
	61,88%
	2 531 347
	84,77%
	0,00%

	Bank’s shareholders’ equity
	652 834
	15,96%
	638 413
	21,38%
	2,26%

	Cash and its equivalents 
	672 517
	16,44%
	635 291
	21,27%
	5,86%

	Customer credits and advances
	2 114 351
	51,68%
	1 379 409
	46,19%
	53,28%

	Securities
	963 393
	23,55%
	767 604
	25,70%
	25,51%

	Fixed assets and intangible assets
	120 181
	2,94%
	83 760
	2,80%
	43,48%

	Use rights assets
	64 193
	1,57%
	39 612
	1,33%
	62,05%

	Other assets
	20 546
	0,50%
	19 535
	0,65%
	5,18%

	Total assets:
	4 091 049
	100,00%
	2 986 243
	100,00%
	37,00%


 Source: Bank’s financial statements 
Throughout the 2020 year in the Bank’s liabilities structure there were the following changes: the proportion of funds of banks decreased by 0,31 p.p. (from 8,48% down to 8,17%), the proportion of funds of individuals reduced by 4,90 p.p. (from 35,76% down to 30,86%), and the proportion of funds of legal entities decreased by 0,78 p.p. (from 30,91% down to 30,13%), on the contrary the proportion of NBU funds grew from 0% up to 8,56%, and the proportion of other raised funds increased from 0,02% up to 3,45%.
As of 01.01.2021 compared to 01.01.2020 the asset structure of JSC “PIRAEUS BANK ICB” suffered the following changes:

· Share of customer credits and advances increased by 5,49 p.p.: from 46,19% up to 51,68%;
· Share of cash and its equivalents reduced by 4,83 p.p.: from 21,27% down to 16,44%;

· Share of investments into securities decreased by 2,15 p.p.: from 25,70% down to 23,55%.
           At the same time, the Agency draws attention that as of 01.01.2021 the securities portfolio of JSC “PIRAEUS BANK ICB” on 100% was formed of state bonds of Ukraine and NBU deposit certificates, i.e. with the highest quality assets, which are characterized by a low level of risk. 
Therefore, according to the results of the 2020 year JSC “PIRAEUS BANK ICB” demonstrated an upward dynamics of the key balance sheet indicators. The Agency draws attention to the increase of the loan portfolio (+53,28%) and the increase of the key components of the Bank’s resource base that under the conditions of the business activity fall in the country caused by COVID-19 pandemic is positively assessed by the Agency. The Agency also repeatedly reminds that the business-strategy of JSC “PIRAEUS BANK ICB” is oriented on the expansion of lending enterprises of small and medium business (SMB), which is contributed by the Bank’s cooperation with the EBRD. Also at the end of 2020 year, the Bank joined the State Program of providing state guarantees on loans to SMEs for up to 5 years, for a total amount of up to UAH 150 mln, under which the state guarantee provides up to 50% of debt obligations on the loan portfolio and up to 70% for each individual loan. At the same time, in 2020 year the Bank started cooperation with the Business Cooperation Fund and joined the state program of small business support in Ukraine “Affordable Loans 5-7-9”, which provides financial assistance by reducing loans through state compensation of interest rates, which will depend on the amount of annual income from business activities and the number of jobs created.
           2. For the period from 01.01.2020 to 01.01.2021 the Bank’s regulatory capital (N1) decreased by 0,77% and as at the beginning of 2021 year amounted to UAH 620,495 mln. that more than in thrice exceeded the limit value, set by NBU for this normative (at the level UAH 200 mln.). The regulatory capital adequacy normative of JSC “PIRAEUS BANK ICB” (N2) as of 01.01.2021 compared to 01.01.2020 decreased by 13,18 p.p. and amounted to 24,54% that in 2,45 times exceeded the limit value, set by NBU, and also was by 2,56 p.p. higher than the average of this normative on the Ukrainian banking system. The Bank’s fixed capital adequacy normative (N3) throughout the 2020 year decreased by 11,42 p.p. down to 24,10%, that was in 3,44 times higher than the limit value, set by the regulator, and also by 8,43 p.p. exceeded the average market indicator. 
Table 2 

Key normative indicators of JSC “PIRAEUS BANK ICB” th. UAH, % 
	Indicator
	Normative indicator
	01.01.2021
	01.01.2020

	
	
	On the system mln. UAH, %
	Bank, th. UAH, %
	On the system mln. UAH, %
	Bank, th. UAH, %

	
	
	
	
	
	

	Regulatory capital (N1)
	>200 mln.
	182 283,6
	620 495
	150 313,8
	625 298

	Norm of regulatory capital adequacy (N2)
	>10%
	21,98%
	24,54%
	19,66%
	37,72%

	Norm of fixed capital adequacy (N3)
	>7%
	15,67%
	24,10%
	13,50%
	35,52%

	Norm of short-term liquidity (N6)
	>60%
	86,82%
	102,10%
	94,35%
	112,33%

	Liquidity Coverage Ratio on all currencies (LCRac)
	>100%
	-
	246,44%
	-
	293,11%

	Liquidity Coverage Ratio in foreign currency (LCRfc)
	>100%
	-
	189,02%
	-
	303,49%

	Norm of the maximum amount of credit risk per one counterparty (N7)
	<25%
	19,14%
	20,40%
	17,61%
	13,00%

	Norm of large loan risks (N8)
	<800%
	87,39%
	151,65%
	105,00%
	46,46%


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 
Additionally the Agency draws attention that as of 01.04.2021 the Bank’s N1 ratio amounted to UAH 610,306 mln., the Bank’s N2 ratio amounted to 24,52%, and the N3 ratio grew up to 24,28%. Therefore, as at the beginning of April, 2021 JSC “PIRAEUS BANK ICB” was very well provided with equity (regulatory and fixed), that positively affects its credit rating. 
For the period from 01.01.2020 to 01.01.2021 liquidity ratios of JSC “PIRAEUS BANK ICB” demonstrated the following dynamics:

· Short-term liquidity ratio (N6) decreased by 10,23 p.p. down to 102,10%;
· Liquidity coverage ratio on all currencies (LCRac) declined by 46,67 p.p. and amounted to 246,44%; 
· Liquidity coverage ratio in foreign currency (LCRfc) reduced by 114,47 p.p. down to 189,02%.
In  general, despite a downward dynamics, as of 01.01.2021 all the three liquidity ratios of the Bank with a great reserve exceeded the limit values, set by NBU: short-term liquidity ratio (N6) was by 42,10 p.p. more than the limit level, set by the regulator, liquidity coverage ratio on all currencies (LCRac) was in 2,46 times higher than the limit value, set by NBU, and liquidity coverage ratio in foreign currency (LCRfc) in 1,9 times exceeded the normative values. Besides, the Bank’s N6 ratio by 15,28 p.p. exceeded the average of this normative on the banking system of Ukraine. Additionally, the Agency notes that as of 01.04.2021 the Bank’s N6 ratio amounted to 97,23%, LCRac was at the level 233,01%, and LCRfc amounted to 194,06%. 
Thus, as at the beginning of April, 2021 year JSC “PIRAEUS BANK ICB” was well provided with liquidity, as confirmed by the Bank’s respective normative indicators (N6, LCRac and LCRfc). 
3. According to the results of the 2020 year JSC “PIRAEUS BANK ICB” received profit of UAH 11,964 mln. that was by 59,92% less than profit, received by the Bank according to the results of the 2019 year. A downward dynamics of the Bank’s profit was caused by the reduction of its key revenues and corresponds to the general trends in the Ukrainian banking system. Thus, according to the results of the 2020 year compared to the 2019 year the net interest income of JSC “PIRAEUS BANK ICB” decreased by 9,48% (down to UAH 203,999 mln.), and the Bank’s net commission income decreased by 7,98% (down to UAH 94,228 mln.). 
Table 3

Data on key items of income and expenses of JSC “PIRAEUS BANK ICB” th. UAH, % 
	Indicator
	For the 2020 year 
	For the 2019 year
	Change
	Growth rate, %

	Interest income
	275 678
	297 810
	-22 132
	-7,43%

	Interest expenses
	71 679
	72 445
	-766
	-1,06%

	Net interest income
	203 999
	225 365
	-21 366
	-9,48%

	Commission income
	120 667
	128 765
	-8 098
	-6,29%

	Commission expenses
	26 439
	26 370
	69
	0,26%

	Net commission income
	94 228
	102 395
	-8 167
	-7,98%

	Administrative and other operating expenses 
	298 028
	308 569
	-10 541
	-3,42%

	Profit / (loss)
	11 964
	29 848
	-17 884
	-59,92%


Source: Bank’s financial statements 
Therefore, according to the results of the 2020 year the key balance sheet indicators of JSC “PIRAEUS BANK ICB” demonstrated an upward dynamics. The Agency draws attention to a considerable increase of the loan portfolio (+53,28%) and the increase of the key components of the Bank’s resource base. According to the results of 2020 year compared to the 2019 year the profit of JSC “PIRAEUS BANK ICB” decreased by 59,92% (down to UAH 11,964 mln.) that is expected regarding the impact of quarantine restrictions, related to COVID-19, and corresponds to the general trends in the Ukrainian banking system. At the same time, under conditions of the business activity reduction in the country the Bank’s ability to maintain the profitable activity is positively assessed by the Agency. JSC “PIRAEUS BANK ICB” continued to maintain the equity ratios (N1, N2 and N3) at a high level and was well provided with liquidity. The respective factors, as well as the fact that JSC “PIRAEUS BANK ICB” is a bank of Piraeus Bank Group, one of the largest European system banks, enabled the Agency to update the credit rating of JSC “PIRAEUS BANK ICB” at such a high level. 
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