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25/09/2015
Ratings of Bank «Kontrakt» are updated 
September 25, 2015 the rating committee of RA “Standard-Rating” has decided to update the ratings of PJSC “Bank “Kontrakt” (19361746): 
· Long-term credit rating of PJSC «Bank «Kontrakt» is updated at the level uaBB+ according to the national scale. The Bank with a long-term credit rating uaBB+ is characterized by a solvency lower than sufficient compared to other Ukrainian banks. The level of solvency has a high dependence on the impact of adverse commercial, financial and economic conditions. 
· Short-term credit rating of PJSC «Bank «Kontrakt» is updated at the level uaK4 according to the national scale. 
· Rating of deposits of PJSC «Bank «Kontrakt» is confirmed at the level ua.4 according to the scale of RA «Standard-Rating». 
Making decision to update the ratings of PJSC «Bank «Kontrakt», the Agency was guided by the analysis results of the Bank’s activity for the first half of 2015: 
1. For the first half of 2015 key balance sheet indicators of the Bank have demonstrated the following dynamics: assets have grown by 0,16%, shareholders’ equity has increased by 0,09%, and the increase in liabilities has amounted to 0,17%. In assets of PJSC «Bank «Kontrakt» the most significant decrease (-89,80%) has been shown by the balance sheet item “Funds in other banks”. Cash and its equivalents have decreased by 36,93%, and customer credits and debt of the Bank have reduced by 0,46%.
Key components of the Bank’s resource base according to the results of the first half of current year have demonstrated multidirectional dynamics, namely: funds of legal entities have grown by 13,92% (up to UAH 264,551 mln), while funds of individuals have decreased by 16,45% (down to UAH 267,592 mln). At the same time, the Agency reminds that for the first quarter of 2015 funds of legal entities have grown by 36,10%, and funds of individuals have increased by 1,78%. As of 01.07.2015 (as well as on 01.04.2015) there were no funds of banks in liabilities of PJSC «Bank «Kontrakt». Therefore, at the beginning of the second half of 2015, funds of legal entities and individuals have occupied approximately equal shares in the Bank’s liabilities. 
Table 1 

Key balance sheet indicators of PJSC «Bank «Kontrakt», th. UAH, %, p.p.
	Indicator
	01.07.2015
	01.01.2015
	Growth rate, %

	
	Th. UAH
	%
	Th. UAH
	%
	

	Funds of banks
	-
	-
	3 154
	0,43
	-

	Funds of legal entities
	264 551
	35,75
	232 231
	31,43
	13,92

	Funds of individuals
	267 592
	36,16
	320 293
	43,35
	-16,45

	Total liabilities:
	640 410
	86,53
	639 311
	86,52
	0,17

	Authorized capital of the bank 
	86 000
	11,62
	86 000
	11,64
	-

	Total shareholders’ equity:
	99 671
	13,47
	99 578
	13,48
	0,09

	Cash and its equivalents
	52 062
	7,03
	82 551
	11,17
	-36,93

	Funds in other banks
	420
	0,06
	4 116
	0,56
	-89,80

	Customer credits and debt
	331 831
	44,84
	333 349
	45,11
	-0,46

	Fixed assets and intangible assets
	41 122
	5,56
	42 584
	5,76
	-3,43

	Other financial assets
	2 601
	0,35
	2 546
	0,34
	2,16

	Total assets:
	740 081
	100,00
	738 889
	100,00
	0,16


2. For the first half of 2015 the Bank’s regulatory capital has grown by 4,85%: from UAH 126,513 mln up to UAH 132,652 mln. Therefore, PJSC «Bank «Kontrakt» has increased the reserve of N1 ratio up to UAH 12,652 mln with respect to the limit value, set by NBU. The Agency gives a positive assessment to the dynamics of N1 ratio against the background of a downward trend of the total volume of the regulatory capital of Ukrainian banks (for the first half of current year a total value of N1 ratio on the banking system has decreased by 42,07%).

The normative of the regulatory capital adequacy (N2 ratio) of the Bank for the period from 01.01.2015 to 01.07.2015 has reduced by 0,14 p.p. (from 10,74% down to 10,60%), while the average of this normative indicator on the banking system of Ukraine for the same period has decreased by 6,57 p.p. (from 15,60% down to 9,03%). As a result, as at the beginning of the second half of 2015 the bank’s N2 ratio has exceeded the average of N2 ratio on the banking system by 1,57 p.p. On 01.07.2015 PJSC «Bank «Kontrakt» has maintained the regulatory capital adequacy with a slight reserve (at the level 0,60 p.p.) with respect to the limit, set by NBU. 
Liquidity ratios of PJSC «Bank «Kontrakt» according to the results of the first half of 2015 have demonstrated multidirectional dynamics. Instant liquidity ratio (N4) has reduced from 41,49% down to 21,36% and on 01.07.2015 has exceeded the limit level, set by NBU, only by 1,36 p.p. At the same time, the normative indicators of current (N5) and short-term (N6) liquidity have shown the increase in values: N5 ratio has grown from 90% up to 103,12%, and N6 ratio has increased from 61,94% up to 74,43%. As of 01.07.2015 N5 ratio has been higher by 63,12 p.p. than the limit, set by the regulator, and N6 ratio has exceeded the limit value by 14,43 p.p. In the Agency’s opinion, on 01.07.2015 PJSC «Bank «Kontrakt» has been at an acceptable level, but under conditions of the turbulence of the banking system the Bank should have increased the indicator of instant liquidity (N4) to the higher value. 
Table 2 

Key norms of PJSC «Bank «Kontrakt», th. UAH, %, p.p.
	Indicator
	Normative indicator
	01.07.2015
	01.01.2015

	
	
	On the system
	Bank
	On the system
	Bank

	Regulatory capital (N1)
	>120 mln
	-
	132 652
	-
	126 513

	Norm of regulatory capital adequacy (N2)
	>10%
	9,03%
	10,60%
	15,60%
	10,74%

	
	
	
	
	
	

	Norm of instant liquidity (N4)
	>20%
	57,24%
	21,36%
	57,13%
	41,49%

	Norm of current liquidity (N5)
	>40%
	70,13%
	103,12%
	79,91%
	90,00%

	Norm of short-term liquidity (N6)
	>60%
	79,60%
	74,43%
	86,14%
	61,94%

	Norm of the maximum amount of credit risk per one counterparty (N7)
	<25%
	23,27%
	22,62%
	22,01%
	23,71%

	Norm of large loan risks (N8)
	<800%
	573,17%
	386,43%
	250,04%
	300,87%


3. According to the results of the first half of 2015 PJSC «Bank «Kontrakt» has shown profit of UAH 93 th. against a loss of UAH 21,517 mln in the first half of 2014. In the first half of current year compared to the first half of last year the Bank has managed to reduce interest and commission expenses by one third, as well administrative and other operating expenses have decreased by 13,57%. At the same time, key items of revenues have shown the increase (interest income has grown by 5,44%, commission income – by 37,08%, and a result from operations with foreign currency – by 165,98%).
The Agency reminds that the bank has finished the first quarter of 2015 with profit of UAH 59 th. Therefore, the first two quarters of 2015 have appeared profitable for the Bank that deserves a positive assessment against the background of a significant negative financial result demonstrated by the banking sector of the country. 
Table 3

Data on key items of income and expenses of PJSC «Bank «Kontrakt», th. UAH, %
	Indicator
	For HI of 2015 
	For HI of 2014
	Change
	Growth rate, %

	Interest income
	32 307
	30 641
	1 666
	5,44

	Net interest income / (Net interest costs)
	823
	-13 993
	-
	-

	Commission income
	16 869
	12 306
	4 563
	37,08

	Result from operations with foreign currency 
	6 051
	2 275
	3 776
	165,98

	Interest expenses
	31 484
	44 634
	-13 150
	-29,46

	Commission expenses
	1 309
	1 877
	-568
	-30,26

	Administrative and other operating expenses
	26 483
	30 642
	-4 159
	-13,57

	Profit/(loss)
	93
	-21 517
	-
	-


4. In view of the dynamic processes in the banking system of Ukraine, the Agency has performed a check of the normative indicators of PJSC «Bank «Kontrakt» for August of 2015 and has determined that as of 01.09.2015 the Bank has complied with all the normative indicators, set by NBU. As of 01.09.2015 key normative indicators of PJSC «Bank «Kontrakt» have had the following values: 
- normative of regulatory capital UAH 135,79 mln;

- normative of the regulatory capital adequacy 11,38%;

- normative of instant liquidity 20,18%;

- normative of current liquidity 80,97%;

- normative of short-term liquidity 68,38%.

Therefore, PJSC «Bank «Kontrakt» has maintained the regulatory capital adequacy within the limit values, set by NBU (N2 ratio with a slight reserve has exceeded a limit value for this normative). Liquidity of PJSC «Bank «Kontrakt» has been at an acceptable level, but under conditions of the turbulence of the banking system the Bank should increase a reserve of instant liquidity (N4). In the Agency’s opinion, it is a slight reserve of instant liquidity (N4) that has restricted credit ratings of the Bank at a present moment. 
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