PAGE  

	ТОВ «РА «Стандарт-Рейтинг» (Україна)

04071, Україна, м. Київ, 

вул. В. Вал 4-А, 

тел.: +38 /044/ 232-50-71
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/ 232-50-71
http://www.standard-rating.biz/



27/06/2024
Rating of JSC «PRAVEX BANK» is updated 
June 27, 2024 by the Decision of the rating committee of Rating agency “Standard-Rating” it was updated a long-term credit rating of JSC “PRAVEX BANK” (USREOU code 14360920) at the level uaAАA according to the national scale. The Bank or the separate bond instrument with rating uaAАA 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” was made on the basis of the analysis results of the Bank’s activity for the first quarter of 2024 year, and also data of the Bank’s statistical statements for January-May, 2024. 
1. For the period from 01.01.2024 to 01.04.2024 the key balance sheet indicators of JSC “PRAVEX BANK” demonstrated the following dynamics: 
· Bank’s assets decreased by 5,48% down to UAH 10,362 bln;
· Customer credits and advances reduced by 4,10% and amounted to UAH 1,943 bln;

· Cash and its equivalents decreased by 6,04% down to UAH 3,212 bln;
· Investments into securities decreased by 5,29% down to UAH 4,373 bln;
· Liabilities decreased by 5,28% and amounted to UAH 9,387 bln;

· Shareholders’ equity decreased by 7,36% down to UAH 974,612 mln. At the same time, the Agency notes that the the sole shareholder of the Bank (Intesa Sanpaolo Group) on 28.03.2024 made a decision to increase the authorized capital of JSC "PRAVEX BANK" due to additional shareholder contributions in the amount of UAH 1.1 billion. The equity increase is additional support to provide the financial stability of JSC “PRAVEX BANK” and will have a positive effect on the amount of its shareholders’ equity. 
Table 1 

Key balance sheet indicators of JSC “PRAVEX BANK” th. UAH, % 
	Indicator
	01.04.2024
	01.01.2024
	Growth rate, %

	
	Th. UAH
	%
	Th. UAH
	%
	

	Funds of clients:
	8 574 430
	82,75%
	9 124 257
	83,23%
	-6,03%

	· Funds of legal entities 
	5 326 397
	51,40%
	5 884 013
	53,67%
	-9,48%

	· Funds of individuals 
	3 248 024
	31,35%
	3 240 236
	29,56%
	0,24%

	Other funds raised
	442 981
	4,28%
	432 431
	3,94%
	2,44%

	Total liabilities
	9 387 201
	90,59%
	9 910 689
	90,40%
	-5,28%

	Authorized capital of the bank 
	1 048 726
	10,12%
	1 048 726
	9,57%
	0,00%

	Bank’s shareholders’ equity
	974 612
	9,41%
	1 052 084
	9,60%
	-7,36%

	Cash and cash equivalents 
	3 212 497
	31,00%
	3 419 039
	31,19%
	-6,04%

	Customer credits and advances
	1 943 251
	18,75%
	2 026 390
	18,48%
	-4,10%

	Investments into securities
	4 373 085
	42,20%
	4 617 124
	42,12%
	-5,29%

	Fixed assets and intangible assets
	581 251
	5,61%
	612 078
	5,58%
	-5,04%

	Total assets:
	10 361 814
	100,00%
	10 962 774
	100,00%
	-5,48%


Source: NBU data
Funds of clients of JSC “PRAVEX BANK” decreased by 6,03% down to UAH 8,574 bln for the first quarter of 2024 year. At the same time, funds of legal entities decreased by 9,48%, and funds of individuals showed the increase by 0,24%. For the period from 01.01.2024 to 01.04.2024 in the Bank’s liabilities structure there were the following changes: the proportion of funds of legal entities decreased by 2,27 p.p. down to 51,40%, and the proportion of individuals grew by 1,79 p.p. up to 31,35%. 
The asset structure of JSC “PRAVEX BANK” for the first quarter of 2024 year changed as follows: 
· Share of customer credits and advances grew by 0,27 p.p. up to 18,75%;
· Share of cash and cash equivalents decreased by 0,19 p.p. down to 31,00%;

· Share of investments into securities increased by 0,08 p.p. up to 42,20%. At the same time, the Bank’s securities portfolio as of April 01, 2024 was formed with liquidity instruments with a low credit risk level, namely: NBU deposit certificates (76,70% of the securities portfolio), ISLBs (4,75% of the portfolio) and bond state securities of other countries (18,55% of the portfolio). 
Thus, in the first quarter of 2024, the key balance sheet indicators of JSC “PRAVEX BANK” were adjusted. At the same time, the Bank continued to maintain a high level of liquidity, placing free funds in deposit certificates of the NBU, ISLBs and government securities of other countries. In general, as of April 1, 2024, the 73.20% of JSC “PRAVEX BANK” assets were represented by liquidity instruments with a minimal level of credit risk: cash and cash equivalents, NBU deposit certificates, as well as government debt securities of Ukraine and other countries. In the first quarter of 2024, JSC “PRAVEX BANK” carried out restrained and selective lending to the corporate segment, within the framework of existing credit lines, with strict control of credit risk, which made it possible to maintain the quality of the loan portfolio at a good level. In particular, the level of NPL in the loan portfolio of JSC “PRAVEX BANK” as of April 1, 2024 was 16,77%, which was in 2,15 times less than the average level of NPL in the banking system of Ukraine, which was equal to 36,07%.
2. For the period from 01.01.2024 to 01.04.2024 the regulatory capital (N1) of JSC “PRAVEX BANK” decreased by 15,68% down to UAH 570,158 mln. that in 2,85 times exceeded the limit value, set by NBU for this normative.
Table 2 

Key norms of JSC «PRAVEX BANK»
	Indicator
	Normative indicator 
	01.04.2024
	01.01.2024

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

	
	
	
	
	
	

	Regulatory capital (N1)
	>200 mln
	255 832
	570 158
	258 341
	676 148

	Norm of regulatory capital adequacy (N2)
	>10%
	20,44%
	15,77%
	21,07%
	18,47%

	Norm of fixed capital adequacy (N3)
	>7%
	11,95%
	14,18%
	12,24%
	16,90%

	Net Stable Funding Ratio (NSFR)
	>100%
	-
	191,23%
	-
	200,90%

	Liquidity Coverage Ratio on all currencies (LCRac)
	>100%
	-
	219,46%
	-
	222,35%

	Liquidity Coverage Ratio in foreign currency (LCRfc)
	>100%
	-
	1461,63%
	-
	663,10%

	Norm of the maximum amount of credit risk per one counterparty (N7)
	<25%
	17,28%
	21,17%
	15,53%
	17,58%

	Norm of large loan risks (N8)
	<800%
	66,09%
	159,53%
	63,13%
	145,15%


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 
The regulatory capital adequacy normative (N2) of JSC “PRAVEX BANK” for the first three months of 2024 year decreased by 2,70 p.p. and as of April 01, 2024 amounted to 15,77% that by 5,77 p.p. exceeded the limit value, set by NBU, but was by 4,67 p.p. less than the average of this normative on the Ukrainian banking system. The Bank’s fixed capital adequacy normative (N3) for the first quarter of 2024 year decreased by 2,72 p.p. down to 14,18%, that was more than in twice higher than the limit value, set by the regulator, and by 2,23 p.p. exceeded the average market indicator. 

Additionally the Agency notes that as of 01.06.2024 the Bank’s N1 ratio grew to UAH 831,011 mln., the Bank’s N2 ratio increased up to 21,85%, and the N3 ratio grew up to 20,35%. 
Therefore, as at the beginning of June, 2024 JSC “PRAVEX BANK” was very well provided with equity (regulatory and fixed) that positively affected its credit rating.
For the period from 01.01.2024 to 01.04.2024 the liquidity norms of JSC “PRAVEX BANK” changed as follows: 
· Net stable funding ratio (NSFR) decreased by 9,67 p.p. down to 191,23%;

· Liquidity coverage ratio on all currencies (LCRac) decreased by 2,89 p.p. and amounted to 219,46%; 
· Liquidity coverage ratio in foreign currency (LCRfc) grew by 798,53 p.p. up to 1461,63%.
Therefore, as of 01.04.2024 all the Bank’s liquidity ratios with a significant reserve exceeded the limit values, set by NBU: the NSFR – in 1,91 times, LCRac – in 2,19 times, and LCRfc – in 14,62 times. Additionally, the Agency notes that as of June 01, 2024 the Bank’s NSFR grew up to 211,10%, LCRac showed the increase up to 302,94%, and LCRfc amounted to 907,88%.
Thus, as at the beginning of June, 2024 and throughout the analysis period JSC “PRAVEX BANK” was very well provided with liquidity, as confirmed by the Bank’s high respective normative indicators (NSFR, LCRac and LCRfc), which in times exceeded the limit values, set by NBU.
3. The activity of JSC “PRAVEX BANK” was unprofitable according to the results of the first quarter of 2024 year: loss amounted to UAH 76,744 mln. At the same time, the Bank’s key items of revenues showed the reduction: according to the results of the first quarter of 2024 year compared to the first quarter of 2023 year the Bank’s net interest income decreased by 8,74%, and net fee and commission income decreased by 24,24%.
Table 3

Data on key items of income and expenses of JSC “PRAVEX BANK” th. UAH, % 
	Indicator
	QІ of 2024 
	QІ of 2023 
	Change
	Growth rate, %

	Interest income
	249 155
	269 294
	-20 139
	-7,48%

	Interest expenses
	122 332
	130 323
	-7 991
	-6,13%

	Net interest income
	126 823
	138 971
	-12 148
	-8,74%

	Commission income
	37 111
	39 317
	-2 206
	-5,61%

	Commission expenses
	21 059
	18 130
	2 929
	16,16%

	Net fee and commission income
	16 052
	21 187
	-5 135
	-24,24%

	Administrative and other operating expenses 
	238 173
	204 086
	34 087
	16,70%

	Profit / (loss)
	-76 744
	-4 841
	-71 903
	- 


Source: NBU data, Interim financial statements of PRAVEX BANK JSC as of March 31, 2023 
The Agency notes that the size of the received loss is not significant for JSC “PRAVEX BANK”, and also draws attention to the fact that the Bank has a high level of external support from the sole shareholder – one of the leading banking groups in Europe – Intesa Sanpaolo Group. According to the results of the first three months of 2024, the gross income of Intesa Sanpaolo Group amounted to EUR 3,930 billion (+16,86% compared to the first quarter of 2023 year), and its net income was EUR 2,301 billion (+17,64% compared to the first quarter of 2023). Intesa Sanpaolo Group in practice confirmed its readiness to provide JSC “PRAVEX BANK” with support, when on 28.03.2024 it made a strategic decision to increase the size of the Bank’s equity due to additional shareholder contributions in the amount of UAH 1,1 billion
Therefore, in the first quarter of 2024, JSC “PRAVEX BANK” carried out restrained and selective lending of corporate business with strict control of credit risk, and also continued to maintain a high level of liquidity. In particular, as of April 1, 2024, the share in the Bank’s assets of liquidity instruments with a minimal level of credit risk (cash and cash equivalents, NBU deposit certificates, government bonds and government debt securities of other countries) amounted to 73,20%, and the share of non-performing loans (NPL ) in the loan portfolio of JSC “PRAVEX BANK” was 2,15 times lower than the average for the banking system of Ukraine.
As of the beginning of June 2024, JSC “PRAVEX BANK” maintained at the high values ​​of equity standards (N1, N2 and N3) and liquidity standards (NSFR, LCRac and LCRfc), which significantly exceeded the limit values ​​set by the NBU. The respective factors, as well as the high level of external support from the sole shareholder of the Bank – the international banking group Intesa Sanpaolo Group – allowed the Agency to update the credit rating of JSC “PRAVEX BANK” at such a high level. The level of external support,  provision of solvency and liquidity of the Bank allow it to confidently go through the period of aggravation of the group of systematic risks during the martial law.
The Agency draws attention to the fact that the given report takes into account the assessment of the probability of the Bank fulfilling its obligations under normal circumstances. Force majeure circumstances and other exceptional circumstances that cannot be predicted, or which are related to the effect of martial law in Ukraine, cannot be taken into account in the assessment. 
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