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24/02/2015
Ratings of Bank «Kontrakt» are updated 
February 24, 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 uaBBB+ according to the national scale. The Bank with a long-term credit rating uaBBB+ is characterized by a sufficient solvency compared to other Ukrainian banks. The level of solvency depends on the impact of adverse commercial, financial and economic conditions. 
· Short-term credit rating of PJSC «Bank «Kontrakt» is updated at the level uaK3+ according to the national scale. The Bank or the separate bond instrument with rating uaK3+ is characterized by a sufficient solvency compared to other Ukrainian banks. The Bank is able to prevent the foreseen risks in the short term. 
· Rating of deposits of PJSC «Bank «Kontrakt» is confirmed at the level ua.3+ 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 2014: 
1. For the 2014 assets of the Bank have reduced by 3,06%, shareholders’ equity of the Bank – by 17,64%, liabilities have decreased by 0,31%. Against the background of a gradual decrease in the above key balance sheet indicators, customer credits and debt including reserves in hryvnia equivalent have grown by 11,22% up to UAH 333,349 mln. 
An insignificant decrease in the Bank’s liabilities has been accompanied by the change of their structure. For the 2014 funds of the banks have reduced by 21,07%, funds of legal entities have decreased by 1,56%, and funds of individuals have grown by 14,3% up to UAH 320,293 mln. 
The Agency considers that the Bank has been under the impact of the crisis phenomena in economics that causes a correction of key balance sheet indicators, but the increase in funds of individuals and the loan portfolio in hryvnia equivalent indicate that the Bank keeps a needed level of business activity. 
Table 1 

Key balance sheet indicators of PJSC «Bank «Kontrakt», th. UAH, %, p.p.
	Indicator
	01.01.2015
	01.01.2014
	Growth rate, %

	
	th. UAH
	%
	th. UAH
	%
	

	Funds of banks
	3 154
	0,43
	3 996
	0,52
	-21,07

	Funds of legal entities
	232 231
	31,39
	235 913
	30,92
	-1,56

	Funds of individuals
	320 293
	43,30
	280 230
	36,72
	14,30

	Total liabilities:
	640 168
	86,54
	642 164
	84,16
	-0,31

	Authorized capital of the bank 
	86 000
	11,63
	86 000
	11,27
	0,00

	Total shareholders’ equity:
	99 578
	13,46
	120 899
	15,84
	-17,64

	Cash and its equivalents
	82 551
	11,16
	117 888
	15,45
	-29,98

	Funds in other banks
	4 116
	0,56
	160
	0,02
	2472,50

	Customer credits and debt
	333 349
	45,06
	299 718
	39,28
	11,22

	Fixed assets and intangible assets
	42 584
	5,76
	40 518
	5,31
	5,10

	Other financial assets
	2 546
	0,34
	109 124
	14,30
	-97,67

	Total assets:
	739 746
	100,00
	763 063
	100,00
	-3,06


2. For the 2014 the regulatory capital of the Bank has reduced from UAH 129,754 mln down to UAH 126,513 mln. Therefore, the Bank has maintained the reserve of the normative N1 at the level of UAH 6,513 mln with respect to the limit set by NBU. Considering the decrease rates of N1 for the 2014, the reserve of N1 remains at a small level, that is why with a negative scenario of developing the events in the banking sector there is a possibility of the necessity to provide the Bank with external support on the part of shareholders. 
The same conclusions can be made when analyzing the normative of the regulatory capital adequacy (N2) of the Bank, which for a year has reduced from 12,25% down to 10,74% and on 01.01.2015 has been less that the average on the banking system. The Bank has been provided with the regulatory capital with a small reserve to the limits, set by NBU. 
In 2014 the dynamics of the liquidity norms of the Bank has been multidirectional. N4 for a year has reduced from 72,53% down to 41,49% and on 01.01.2015 has been approximately in twice more than the normative set by NBU. Current liquidity (N5) in contrary has grown from 89,28% up to 90% and also has exceeded the normative, set by NBU, more than in twice. The normative of short-term liquidity N6 has decreased from 65,74% down to 61,94%. In the Agency’s opinion, on 01.01.2015 the Bank has been well provided with liquidity. 
Table 2 

Key norms of PJSC «Bank «Kontrakt», th. UAH, %, p.p.
	Indicator
	Normative indicator
	01.01.2015
	01.01.2014

	
	
	On the system
	Bank
	On the system
	Bank

	Regulatory capital (N1)
	>120 mln
	-
	126 513
	-
	129 754

	Norm of regulatory capital adequacy (N2)
	>10%
	15,60%
	10,74%
	18,26%
	12,25%

	
	
	
	
	
	

	Norm of instant liquidity (N4)
	>20%
	57,13%
	41,49%
	56,99%
	72,53%

	Norm of current liquidity (N5)
	>40%
	79,91%
	90,00%
	80,86%
	89,28%

	Norm of short-term liquidity (N6)
	>60%
	86,14%
	61,94%
	89,11%
	65,74%

	Norm of the maximum amount of credit risk per one counterparty (N7)
	<25%
	22,01%
	23,71%
	22,33%
	23,12%

	Norm of large loan risks (N8)
	<800%
	250,04%
	300,87%
	172,05%
	175,55%


3. The Bank has finished the 2014 year with a loss of UAH 21,321 mln. The fact of the Bank’s unprofitable activity deserves a negative assessment. The Agency also classifies the growth of negative net interest income of the Bank in the amount of UAH 11,826 mln according to the results of 2014 as negative trend. At the same time, the Bank has compensated losses from the interest bearing operations due to a significant amount of commission income and a noticeable result from operations with foreign currency. Despite the availability of a noticeable loss the Bank’s management, in the Agency’s opinion, controls the situation, since they have managed to prevent the impact of the negative financial result on the Bank’s norms. 
Table 3

Data on key items of income and expenses of PJSC «Bank «Kontrakt», th. UAH, %, p.p.
	Indicator
	2014 
	2013 
	Change
	Growth rate, %

	Interest income
	68 070
	59 111
	8 959
	15,16

	Net interest income / (Net interest costs)
	-11 826
	-4 880
	-6 946
	-

	Commission income
	37 614
	29 781
	7 833
	26,30

	Result from operations with foreign currency 
	13 141
	3 543
	9 598
	270,90

	Interest expenses
	79 896
	63 991
	15 905
	24,86

	Commission expenses
	10 036
	4 016
	6 020
	149,90

	Administrative and other operating expenses
	57 378
	41 848
	15 530
	37,11

	Profit/(loss)
	-21 321
	210
	-21 531
	-


4. In view of dynamic processes in the banking system of Ukraine the Agency has checked the norms of PJSC «Bank «Kontrakt» for January of 2015 and has established that as of 02.02.2015 the Bank has complied with all the norms, set by NBU. The Agency has also established that the NBU curator doesn’t work in the Bank and at the moment of publishing the data on updating the rating the Bank hasn’t been attributed to the category of problem banks. As of 02.02.2015 key norms of PJSC «Bank «Kontrakt» had the following values: 
- normative of the regulatory capital UAH 127,139 mln;

- normative of the regulatory capital adequacy 10,24%;

- normative of instant liquidity 27,20%;

- normative of current liquidity 90,83%;

- normative of short-term liquidity 62,09%.

Therefore, according to the results of 2014 PJSC «Bank «Kontrakt» has been provided with the regulatory capital in terms of the limits, set by NBU, has been well provided with liquidity, for a year has managed to keep the volumes of resource base and to increase funds of individuals in hryvnia equivalent. Negative factors should include the unprofitable activity of the Bank in 2014 that corresponds to the general market trends. 
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