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/



05/07/2022
Ratings of JSC CB “PRIVATBANK” are updated 
July 5, 2022 at the meeting of the rating committee of RA “Standard-Rating” it was decided to update the ratings of JSC CB “PRIVATBANK” (14360570) according to the national scale:

· Long-term credit rating of JSC “CB “PRIVATBANK” at the level uaAA according to the national scale. The Bank or the separate bond instrument with rating uaAA is characterized by a very high solvency compared to other Ukrainian borrowers or bond instruments.
· Short-term credit rating of JSC CB “PRIVATBANK” at the level uaK1 according to the Agency’s national scale.
· Rating of deposits of JSC CB “PRIVATBANK” is confirmed at the level ua.1 according to the scale of RA «Standard-Rating».
The decision to update the ratings of JSC “CB “PRIVATBANK” is taken according to the analysis of results of the Bank’s activity for the first quarter of 2022 year, as well as data of the Bank’s statistical statements for January-May, 2022. 

Balance sheet indicators
Throughout the period from 01.01.2022 to 01.04.2022 key balance sheet indicators of JSC “CB “PRIVATBANK” demonstrated a multidirectional dynamics.
The Bank’s shareholders’ equity decreased by 38,22%: from UAH 66,615 bn down to UAH 41,156 bn. The authorized capital of the Bank didn’t change in the analyzed period and as at the beginning of the second quarter of 2022 amounted to UAH 206,060 bn. 
Table 1 

Particular balance sheet indicators of JSC CB «PRIVATBANK», mln. UAH, %, p.p. 
	Indicators
	01.04.2022
	01.01.2022
	Growth rate, %

	
	mln UAH
	%
	mln UAH
	%
	

	Funds of banks
	13 739
	3,40%
	3
	0,001%
	457866,67%

	Funds of clients:
	343 715
	85,10%
	321 705
	78,99%
	6,84%

	- funds of individuals 
	251 105
	62,17%
	226 373
	55,58%
	10,93%

	- funds of legal entities 
	92 176
	22,82%
	95 332
	23,41%
	-3,31%

	Total liabilities
	362 745
	89,81%
	340 642
	83,64%
	6,49%

	Authorized capital of the bank 
	206 060
	51,02%
	206 060
	50,60%
	0,00%

	Shareholders’ equity of the bank
	41 156
	10,19%
	66 615
	16,36%
	-38,22%

	Cash and cash equivalents and mandatory provisions
	32 415
	8,03%
	28 118
	6,90%
	15,28%

	Banks’ debt
	30 712
	7,60%
	25 840
	6,34%
	18,85%

	Customer credits and advances 
	76 344
	18,90%
	70 193
	17,24%
	8,76%

	Investment securities
	133 710
	33,10%
	155 424
	38,16%
	-13,97%

	Total assets
	403 901
	100,00%
	407 257
	100,00%
	-0,82%


Source: NBU data 
Throughout the first quarter of 2022 year the loan portfolio of JSC CB “PRIVATBANK” grew by 8,76% up UAH 76,344 bn., and its proportion in the Bank’s assets increased by 1,66 p.p. up to 18,90%.
For the period from 01.01.2022 to 01.04.2022 the volume of cash and cash equivalents and mandatory provisions of the Bank increased by 15,28% up to UAH 32,415 bn., and its share in the Bank's asset structure grew by 1,13 p.p.: from 6,90% up to 8,03%. 
The investment securities portfolio of JSC “CB “PRIVATBANK” throughout the first quarter of 2022 year decreased by 13,97% and as of 01.04.2022 amounted to UAH 133,710 bn, and its share in the Bank's assets reduced by 5,06 p.p.: from 38,16% down to 33,10%. As at the beginning of the second quarter of 2022 year the portfolio of investment securities of JSC CB “PRIVATBANK” was formed advantageously by government debt securities. The Agency notes that government securities are identified as the high quality assets, i.e. assets with the lowest risk level. 
Funds of clients of JSC “CB “PRIVATBANK” for the period from 01.01.2022 to 01.04.2022 grew by 6,84% up to UAH 343,715 bln, and its share in the Bank’s resource base showed the increase by 6,11 p.p. and amounted to 85,10%. At the same time, as of 01.04.2022 the funds of clients of JSC “CB “PRIVATBANK” were formed by 73,06% from funds of individuals. 
Thus, in the first quarter of 2022 year JSC CB “PRIVATBANK” continued to increase its presence in the domestic market of banking services, having increased the volume of funds of clients (+6,84%), as well as the volume of issued loans (+8,76%). The Agency notes that JSC CB “PRIVATBANK” is a leader in business-lending in Ukraine: from the beginning of war the Bank issued over 5 thousand business loans worth UAH 10 bn on all the programs. In particular, for the two months since the start of the program to support exporters and business clients of critical industries, JSC CB "PRIVATBANK" issued more than 2,100 loans worth UAH 1,75 billion under state guarantees without requiring additional collateral. Also, according to information from the Ministry of Finance of Ukraine, as of the beginning of May 2022, JSC CB "PRIVATBANK" was the absolute leader in the amount of loans issued under the state program "Affordable loans 5-7-9%", having issued more than 16,3 thousand loans in the amount of UAH 16,137 billion for the whole time of program existence. 

Normative indicators 
          As of 01.04.2022 the regulatory capital of JSC CB “PRIVATBANK” (N1) amounted to UAH 41,649 bn. that in 208 times exceeded the limit value, set by NBU. At the same time, since the beginning of year the Bank’s regulatory capital (N1) grew by 1,97%. A significant amount of N1 ratio of JSC CB “PRIVATBANK” positively affects the values of the Bank’s N2 and N3 ratios. 
The regulatory capital adequacy of JSC “CB “PRIVATBANK” (N2) for the period from 01.01.2022 to 01.04.2022 decreased by 1,04 p.p. and amounted to 17,29% that by 7,29 p.p. exceeded the limit value, set by the regulator. Additionally, the Agency notes that as of 01.06.2022 the Bank’s N2 ratio amounted to 17,08% that by 7,08 p.p. exceeded the limit value, set by NBU and was by 0,43 p.p. higher than the average of this normative on the Ukrainian banking system, which amounted to 16,65%.
Table 2 

Key norms of JSC «CB «PRIVATBANK», mln UAH, %, p.p. 
	Indicator
	Normative indicator
	01.04.2022
	01.01.2022

	
	
	on the system
	bank
	on the system
	bank

	
	
	
	
	
	

	Regulatory capital (N1)
	>200 mln
	-
	41 649
	211 742
	40 843

	Norm of regulatory capital adequacy (N2)
	>10%
	-
	17,29%
	18,01%
	18,33%

	Norm of fixed capital adequacy (N3) 
	>7%
	-
	8,65%
	11,99%
	9,17%

	Net stable funding ratio (NSFR)
	>90%
	-
	148,76%
	-
	156,57%

	Liquidity Coverage Ratio on all currencies (LCRac)
	>100%
	-
	241,55%
	-
	258,85%

	Liquidity Coverage Ratio in foreign currency (LCRfc) 
	>100%
	-
	172,20%
	-
	200,36%

	Norm of the maximum amount of credit risk per one counterparty (N7)
	<20%*
	-
	2,77%
	18,60%
	8,01%

	Norm of large loan risks (N8)
	<800%
	-
	0,00%
	72,35%
	0,00%


Note: if there is no calculation of the normative at the first of each month, the Agency provides data of the closest working day in the reported month 
* for the system important banks the value of N7 ratio is set at the level not more than 20% 
Source: NBU data and data of the Bank’s statistical statements 
The fixed capital adequacy of JSC CB “PRIVATBANK” (N3) as of 01.04.2022 compared to 01.01.2022 decreased by 0,52 p.p. down to 8,65%, that by 1,65 p.p. exceeded the limit value, set by NBU (at the level 7%). The Agency additionally notes that as of 01.06.2022 the Bank’s N3 ratio amounted up to 8,55% that by 1,55 p.p. exceeded the limit value, set by NBU. 
Thus, as at the beginning of June, 2022 JSC CB “PRIVATBANK” was very well provided with the regulatory and fixed capital: the Bank maintained a very great reserve of N1 ratio, as well as high values of N2 and N3 ratios that positively affected its credit rating. 
The agency notes that from April 1, 2022, the NBU canceled the short-term liquidity normative (N6) for banks in connection with the end of the transition period during which the Net Stable Funding Ratio (NSFR) was implemented, which is a long-term liquidity normative and determines the minimum necessary level of liquidity of the bank on the horizon of one year. 
Liquidity ratios of JSC CB “PRIVATBANK” for the period from 01.01.2022 to 01.04.2022 changed in the following way:

· Net Stable Funding Ratio (NSFR) decreased by 7,81 p.p. down to 148,76%;
· Liquidity Coverage Ratio on all currencies (LCRac) reduced by 17,30 p.p. down to 241,55%;
· Liquidity Coverage Ratio in foreign currency (LCRfc) decreased by 28,16 p.p. down to 172,20%.
Therefore, as at the beginning of April, 2022 JSC CB “PRIVATBANK” maintained very high values of liquidity ratios: net stable funding ratio (NSFR) exceeded the normative value by 58,76 p.p., liquidity coverage ratio on all currencies (LCRac) was higher in 2,42 times than the limit value, and liquidity coverage ratio in foreign currency (LCRfc) – by 72,20 p.p. As well, the Agency notes that as of 01.06.2022 the Bank’s NSFR grew up to 154,05%, LCRac amounted to 234,97%, and LCRfc increased up to 176,82%.
Thus, as at the beginning of June, 2022 JSC CB “PRIVATBANK” was very well provided with liquidity, having formed a significant provision of NSFR, LCRac and LCRfc. 
Revenues and expenses 
According to the results of the first quarter of 2022 JSC CB “PRIVATBANK” received profit of UAH 3,715 bn that in 1,56 times exceeded its profit for the first quarter of 2021. The Agency draws attention to a great amount of the Bank’s profit, while according to the results of the first quarter of 2022 a total financial result of Ukrainian banks was negative and according to NBU data amounted to UAH 159,34 mln of loss. According to the results of the first quarter of 2022 compared to the same period of 2021 net interest income of the Bank grew by 12,99% up to UAH 7,271 bn., and net commission income of the Bank decreased by 17,83% down to UAH 4,133 bn.
Table 3

Data on key articles of income and expenses of JSC CB «PRIVATBANK», mln. UAH, % 
	Indicator
	For the QI of 2022 
	For the QI of 2021 
	Change
	Growth rate, %

	Interest income
	8 483
	8 442
	41
	0,49%

	Interest expenses
	1 212
	2 097
	-885
	-42,20%

	Net interest income
	7 271
	6 435
	836
	12,99%

	Commission income
	7 257
	7 599
	-342
	-4,50%

	Commission expenses
	3 124
	2 569
	555
	21,60%

	Net commission income
	4 133
	5 030
	-897
	-17,83%

	Administrative and other operating expenses
	4 971
	4 103
	868
	21,16%

	Profit / (loss)
	3 715
	2 385
	1330
	55,77%


Source: NBU data

Other factors
JSC CB “PRIVATBANK” through the scales of its activity continues to remain a strategic interest of the State Ukraine. The state’s participation in the equity of JSC CB “PRIVATBANK” provides the basis for a stable functioning of the domestic banking system.  
The Agency reminds that a long-term credit rating of JSC CB “PRIVATBANK” according to the national scale was assigned on December 29, 2016, already after the Bank’s nationalization. The Agency draws attention to the Bank’s availability of a factor of external support from the Ministry of Finance of Ukraine. 
          Therefore, during the first quarter of 2022, JSC CB "PRIVATBANK" maintained the trend of increasing activity on the domestic market of banking services, having increased the volume of loans issued by 8,76%, and the volume of customer funds – by 6,84%. As of the beginning of June 2022, JSC CB "PRIVATBANK" was very well provided with capital (regulatory and fixed) and liquidity, which positively affects its credit rating. According to the results of the first quarter of 2022 compared to the same period of 2021 JSC CB "PRIVATBANK" increased its net interest income by 12,99% and its profit by 55,77%. Profit of JSC CB “PRIVATBANK” for the first quarter of 2022 amounted to UAH 3,715 bn, while a total financial result of Ukrainian banks was negative according to NBU data. As well, the Agency repeatedly reminds that JSC CB "PRIVATBANK" is a strategic interest of the State Ukraine that provides the Bank with a high level of external support. 
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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