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02/12/2021
Rating of JSC «PRAVEX BANK» is updated 
December 2, 2021 by the Decision of the rating committee of Rating agency “Standard-Rating” a long-term credit rating of Joint-Stock Company “PRAVEX BANK” (14360920) has been 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. The decision to update the credit rating of JSC “PRAVEX BANK” has been made according to the analysis results of the Bank’s activity for the nine months of 2021 year, as well as data of the Bank’s statistical statements for January-October, 2021.  
1. For the period from 01.01.2021 to 01.10.2021 the key balance sheet indicators of JSC “PRAVEX BANK” have demonstrated the following dynamics:
· Assets have increased by 8,45% and have amounted to UAH 8,313 bn;
· Customer credits and debt have grown by 19,56% up to UAH 3,704 bn;

· Cash and its equivalents have grown by 40,41% and have amounted to UAH 1,412 bn;
· Investments into securities have decreased by 7,96% down to UAH 2,572 bn;
· Liabilities have shown the increase by 13,10% and have amounted to UAH 6,725 bn;

· Shareholders’ equity has decreased by 7,62% down to UAH 1,589 bn.
In 2021 year JSC “PRAVEX BANK” has continued to rapidly increase its resource base. In particular, for the nine months of 2021 year funds of individuals in the Bank’s liabilities have grown by 4,66% up to UAH 2,402 bn, and funds of legal entities have increased by 31,94% up to UAH 4,134 bn. Throughout the nine months of 2021 year in the Bank’s liabilities structure there have been the following changes: proportion of funds of banks has decreased from 3,92% down to 0%, proportion of legal entities has grown by 8,85 p.p. up to 49,72%, and proportion of funds of individuals has decreased by 1,05 p.p. down to 28,89%.
Table 1 

Key balance sheet indicators of JSC «PRAVEX BANK» th. UAH, % 
	Indicator
	01.10.2021
	01.01.2021
	Growth rate, %

	
	Th. UAH
	%
	Th. UAH
	%
	

	Funds of banks
	-
	-
	300 214
	3,92%
	-

	Funds of clients:
	6 535 615
	78,62%
	5 427 926
	70,81%
	20,41%

	· Funds of legal entities
	4 133 677
	49,72%
	3 132 904
	40,87%
	31,94%

	· Funds of individuals
	2 401 938
	28,89%
	2 295 022
	29,94%
	4,66%

	Total liabilities:
	6 724 743
	80,89%
	5 945 645
	77,57%
	13,10%

	Authorized capital of the bank 
	1 048 726
	12,61%
	1 048 726
	13,68%
	0,00%

	Total shareholders’ equity: 
	1 588 624
	19,11%
	1 719 698
	22,43%
	-7,62%

	Cash and its equivalents
	1 411 932
	16,98%
	1 005 572
	13,12%
	40,41%

	Customer credits and debt 
	3 704 296
	44,56%
	3 098 315
	40,42%
	19,56%

	Investments into securities 
	2 572 266
	30,94%
	2 794 875
	36,46%
	-7,96%

	Fixed assets and intangible assets 
	334 800
	4,03%
	371 211
	4,84%
	-9,81%

	Total assets:
	8 313 367
	100,00%
	7 665 343
	100,00%
	8,45%


Source: quarter financial statements of the Bank as of September 30, 2021 and for the nine months that ended on the specified date 
 As of 01.10.2021 compared to 01.01.2021 the asset structure of JSC “PRAVEX BANK” changed in the following way:

· Share of customer credits and debt grew by 4,14 p.p.: from 40,42% up to 44,56%;
· Share of cash and its equivalents increased by 3,86 p.p.: from 13,12% up to 16,98%;

· Share of investments into securities decreased by 5,52 п.п.: from 36,46% down to 30,94%.
Therefore, throughout the period from 01.01.2021 to 01.10.2021 the key balance sheet indicators of JSC “PRAVEX BANK” demonstrated a multidirectional dynamics. In particular, the Bank’s shareholders’ equity decreased by 7,62%, instead there was a noticeable growth of loan portfolio (by 19,56%)  and funds of clients (by 20,41%). The Agency notes that the strategic direction of development of JSC “PRAVEX BANK” is to increase the volume of lending to small and medium-sized businesses. In particular, in 2021 year the Bank signed the agreement with the Entrepreneurship Development Fund to expand access to finance for small and medium-sized enterprises that were adversely affected by COVID-19, and also joined the state program “Affordable loans 5-7-9%” for small and medium-sized businesses.
           2. For the period from 01.01.2021 to 01.10.2021 the Bank’s regulatory capital (N1) decreased by 9,35% down to UAH 1,227 bn. Despite the decrease of this indicator, as at the beginning of October, 2021 year regulatory capital of JSC “PRAVEX BANK” in 6,13 times exceeded the limit value, set by NBU, for this normative (at the level UAH 200 mln). The regulatory capital adequacy normative of JSC “PRAVEX BANK” (N2) as of 01.10.2021 compared to 01.01.2021 decreased by 6,72 p.p. and amounted to 28,93% that in 2,89 times exceeded the limit value, set by NBU, and also was by 7,34 p.p. higher than the average value of this normative on the banking system of Ukraine. The Bank’s fixed capital adequacy normative (N3) throughout the first nine months of 2021 year decreased by 6,53 p.p. down to 27,58% that was in 3,94 times higher than the limit value, set by the regulator, and also by 12,41 p.p. exceeded the average market indicator. 
Additionally, the Agency notes that as of 01.11.2021 the Bank’s N1 ratio grew up to UAH 1,229 bn., the Bank’s N2 ratio amounted to 27,37%, and the N3 ratio amounted to 26,10%. Therefore, as at the beginning of November, 2021 JSC “PRAVEX BANK” was very well provided with equity (regulatory and fixed), that positively affected its credit rating.   
Table 2 

Key normative indicators of JSC «PRAVEX BANK» th. UAH, %
	Indicator
	Normative indicator
	01.10.2021
	01.01.2021

	
	
	On the system 
	bank
	On the system 
	bank

	
	
	
	
	
	

	Regulatory capital (N1)
	>200 mln
	203 740
	1226,95
	182 284
	1 353,48

	Norm of regulatory capital adequacy (N2)
	>10%
	21,59%
	28,93%
	21,98%
	35,65%

	Norm of fixed capital adequacy (N3) 
	>7%
	15,17%
	27,58%
	15,67%
	34,11%

	Norm of short-term liquidity (N6)
	>60%
	89,21%
	80,48%
	86,82%
	89,38%

	Net Stable Funding Ratio (NSFR)
	>90%
	-
	128,92%
	-
	-

	Liquidity Coverage Ratio on all currencies (LCRac)
	>100%
	-
	183,40%
	-
	200,51%

	Liquidity Coverage Ratio in foreign currency (LCRfc) 
	>100%
	-
	336,69%
	-
	238,66%

	Norm of the maximum amount of credit risk per one counterparty (N7)
	<25%
	18,05%
	20,57%
	19,14%
	22,04%

	Norm of large loan risks (N8)
	<800%
	73,19%
	154,03%
	87,39%
	124,40%


Source: data of NBU 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 
For the period from 01.01.2021 to 01.10.2021 the liquidity ratios of JSC “PRAVEX BANK” changed in the following way:
· Short-term liquidity ratio (N6) decreased by 8,90 p.p. down to 80,48%;
· Liquidity coverage ratio on all currencies (LCRac) decreased by 17,11 p.p. and amounted to 183,40%; 
· Liquidity coverage ratio in foreign currency (LCRfc) grew by 98,03 p.p. up to 336,69%.
As well, the Agency notes that net stable funding ratio (NSFR), which is a long-term liquidity normative and determines a minimal required level of the bank’s liquidity on the horizon of one year, at JSC “PRAVEX BANK” as of 01.10.2021 amounted to 128,92%, that by 38,92 p.p. exceeded the minimal required value, set by NBU for this normative from October 1, 2021 at the level 90%. 
In general, as of 01.10.2021 all the Bank’s liquidity ratios with a significant reserve exceeded the limit values, set by NBU: short-term liquidity ratio (N6) was by 20,48 p.p. more than the limit level, set by the regulator, NSFR – by 38,92 p.p. exceeded the normative value, liquidity coverage ratio on all currencies (LCRac) was by 83,40 p.p. higher, than the limit value, set by NBU, and liquidity coverage ratio in foreign currency (LCRfc) in 3,37 times exceeded the normative value. Additionally, the Agency notes that as of 01.11.2021 the Bank’s N6 ratio amounted to 78,57%, NSFR amounted to 118,78%, LCRac equaled 166,82%, and LCRfc amounted to 296,18%. 
Thus, as at the beginning of November, 2021 year JSC “PRAVEX BANK” was well provided with liquidity, as indicated by the Bank’s high respective ratios (N6, NSFR, LCRac and LCRfc). 
3. The activity of JSC “PRAVEX BANK” was unprofitable in the analyzed period. According to the results of the nine months of 2021 year the Bank’s loss amounted to UAH 135,421 mln that by 7,9% exceeded the Bank’s loss for the nine months of 2020 year. The Bank's unprofitable activities, in particular, were due to an increase in administrative and other operating expenses. At the same time, the Bank demonstrated good growth rates of key items of revenues. In particular, for the three quarters of 2021 year compared to the same period of 2020 year net interest income of JSC “PRAVEX BANK” grew by 19,06% (up to UAH 266,95 mln), and net commission income of the Bank increased by 10,37% (up to UAH 78,373 mln). At the same time, the Agency draws attention that the amount of loss obtained is not significant for the Bank, as well as notes that the Bank has a high level of external support from a single shareholder – one of Europe's leading banking groups – Intesa Sanpaolo Group. In particular, as of September 30, 2021, the total assets of Intesa Sanpaolo Group amounted to EUR 1,071 trillion, and its net income for the nine months of 2021 year grew up to EUR 4,006 billion. 
Table 3

Data on key items of income and expenses of JSC «PRAVEX BANK» th. UAH, % 
	Indicator
	For the 9 months of 2021 year 
	For the 9 months of 2020 year
	Change
	Growth rate, %

	Interest income
	389 709
	341 589
	48 120
	14,09%

	Interest expenses
	122 764
	117 373
	5 391
	4,59%

	Net interest income
	266 945
	224 216
	42 729
	19,06%

	Commission income
	122 735
	108 593
	14 142
	13,02%

	Commission expenses
	44 362
	37 584
	6 778
	18,03%

	Net commission income
	78 373
	71 009
	7 364
	10,37%

	Administrative and other operating expenses 
	504 006
	445 211
	58 795
	13,21%

	Profit / (loss)
	-135 421
	-125 541
	-9 880
	7,87%


Source: quarter financial statements of the Bank as of September 30, 2021 and for the nine months that ended on the specified date 
Therefore, in the analyzed period of 2021 year JSC “PRAVEX BANK” continued to increase its resource base, having increased its loan portfolio by 19,56%, and funds of customers – by 20,41%. As at the beginning of November, 2021 year JSC “PRAVEX BANK” maintained the equity normative indicators (N1, N2 and N3) at a very high level, while the Bank’s N2 and N3 ratios not only with a reserve exceeded the limit values, set by NBU, but also were significantly higher than the averages of these normative ratios on the Ukrainian banking system. As well, JSC “PRAVEX BANK” was well provided with liquidity, as confirmed by the Bank’s high ratios N6, NSFR, LCRac and LCRfc. The above factors and a high level of external support from a single shareholder of the Bank – the international banking group Intesa Sanpaolo Group – enabled the Agency to update the credit rating of JSC “PRAVEX BANK” at such a high level. 
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