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Long-term credit rating of JSC “ALFA-BANK” is affirmed

On May 28, 2019 at the meeting of the Rating committee of RA “Expert-Rating” it was decided to affirm the long-
term national Ukrainian scale rating of JSC «ALFA-BANK» (23494714) (The Bank) at the level uaAAA. Bank or
separate bond instrument with rating uaAAA is characterized by the highest solvency compared to other Ukrainian
borrowers or bond instruments. At the same time, at the meeting of the Rating committee it was decided to affirm a
long-term credit rating of the Bank’s bonds Series S in circulation at the level uaAAA. Making this decision, the
Agency was guided by the results of the Bank’s activity for the first quarter of 2019, as well as by the conclusions
drawn from the analysis of financial and statistical statements of the Bank for January—April of 2019.

Equity and capital adequacy

During the 2018 and January-April of 2019, the
Bank's regulatory capital (N1) fluctuated in the range
UAH 3.805-6.401 bln. Dynamics of the Bank’s N1
economic standard was an uneven trend during the
given period. As of 02.05.2019 the Bank’s regulatory
capital amounted to UAH 5.626 bln. that in 28 times
exceeded the minimal value of UAH 200 mln, set by
NBU.

The dynamics of the regulatory capital of JSC
«ALFA-BANK>» (N1) reflected in the dynamics of the
Bank’s regulatory capital adequacy (N2), which in the
period from 02.01.2018 to 02.05.2019 fluctuated in the
range 10.04-15.88%. Throughout the given analysis
period the Bank formed the provision with respect to
the limit value, set by NBU, but the Bank’s N2 ratio
was lower than the average market indicators. As of
02.05.2019 the normative ratio of the Bank’s
regulatory capital adequacy (N2) amounted to 13.79%
that was by 3,79 p.p. higher, than the normative
threshold value, set by NBU.

Therefore, during the 2018 and January-April of
2019 JSC «ALFA-BANK> didn’t allow the violations
and maintained the provision with respect to the
threshold values, set by NBU, for the N1 and N2
normative ratios. As at the beginning of May, 2019 the
Bank’s N1 and N2 normative ratios with a noticeable
reserve exceeded the limit values, set by NBU, that
indicates a sufficient level of the Bank’s provision
with equity.

Asset structure and quality

As of 01.04.2019 compared to 01.01.2019 in the
loan portfolio of JSC «ALFA-BANK» there were the
following changes:

e The share of loans in the Bank’s assets (in
hryvnia equivalent) decreased by 2.29 p.p.:
from 53.82% down to 51.53%;

e The share of currency loans (in hryvnia
equivalent) in the Bank’s loan portfolio
reduced by 4.94 p.p.: from 51.66% down to
46.72%;

o The share of loans to individuals in the
Bank’s loans (without provisions) grew by
2.2 p.p.: from 36.89% up to 39.09%.

Fig. 1. Dynamics of the regulatory capital (N1) of JSC «ALFA-BANK»
compared to the total value of N1 on the banking system
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Fig. 2. Dynamics of the regulatory capital adequacy (N2) of JSC «ALFA-BANK»
compared to the average value of N2 on the banking system
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Fig. 3. Individual characteristics of the loan portfolio of JSC
«ALFA-BANK»
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During the first quarter of 2019 the share of non-
performing loans (NPLs), (calculated by the Agency as
the sum of the fifth class for the loans to individuals
and the tenth class for the loans to legal entities),
fluctuated in the range 19.13%-27.10% in the Bank’s
loan portfolio. (data on the figure 4 is calculated before
provision).

As of 01.04.2019, the share of NPLs of JSC
«ALFA-BANK>» amounted to 26.05% that was by 6.61
p.p- more than as of 01.01.2019. At the same time, the
average value of NPL share on the banking system as
of 01.04.2019 amounted to 53.34%. Therefore, despite
an increase the share of the NPLs in the Bank’s loan
portfolio was in twice lower than the average market
indicator.

Liquidity

The instant liquidity normative standard of JSC
«ALFA-BANK» (N4) in the period from 02.01.2018
to 02.05.2019 fluctuated in the range 27.34-87.44%.
Therefore, during the entire analyzed period the
Bank’s N4 ratio exceeded the minimum accepted
value, set by NBU (20%) and periodically exceeded
the average indicators of this normative on the banking
system. As of 02.05.2019, the Bank’s N4 ratio
amounted to 73.61% that was by 53.61 p.p. higher than
the normative threshold value, set by NBU.

During the 12 months of 2018, as well as
January-April of 2019 the Bank’s current liquidity
normative standard (N5) on a constant basis exceeded
the normative threshold value, set by NBU. In the
period from 02.01.2018 to 02.05.2019 the Bank’s N5
ratio fluctuated in the range 52.85-79.09%. As of
02.05.2019 the Bank’s current liquidity ratio (N5)
amounted to 73.73%, which by 33.73 p.p. exceeded
the normative threshold value, set by NBU.

During the period from 02.01.2018 to 02.05.2019
the short-term liquidity normative standard (N6) of
JSC «ALFA-BANK» with a noticeable reserve
exceeded the normative threshold value, set by NBU,
but was below the banking system average. During the
given period the Bank’s N6 ratio fluctuated in the
range 67.25-75.89%. As of 02.05.2019, the Bank’s
short-term liquidity normative standard (N6) amounted
to 73.06% that was by 13.06 p.p. higher than the
normative threshold value of NBU, set for this
normative standard.

Therefore, in 2018 and during January-April of
2019 JSC «ALFA-BANK» maintained a noticeable
reserve to the liquidity ratios with respect to the
normative threshold values, set by NBU, at the same
time the Bank’s ratios mostly exceeded the average
market indicators. In the Agency’s opinion, the
liquidity management strategy of JSC «<ALFA-BANK»
corresponds to its work scales and positively reflects in
indicators of revenues and profit that indicates its
efficiency.

Fig. 4 Data on NPL shares and loans to individuals in the bank's loan portfolio
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Fig. 5. Dynamics of instant liquidity (N4) of JSC «ALFA-BANK» compared to the average of N4 on the
banking system
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Fig. 6. Dynamics of current liquidity (N5) of JSC «ALFA-BANK» compared to the average of N5 on the
banking system
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Fig. 7. Dynamics of short-term liquidity (N6) of JSC «ALFA-BANK» compared to the average of N6 on
the banking system
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Profitability of operations

According to the results Of the ﬁI'St quarter Of 2019 Fig 8. Net interest income, net fee and commission income and profit of J5C «ALFA-BANK»
JSC «ALFA-BANKY> received profit of UAH 526.919 | »ee et erest ineome
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Thus, according to the first quarter of 2019 compared
to the first quarter of 2018 the Bank’s net interest
income grew by 20,36% and reached UAH 1.019 bln,
and net commission income increased by 57,61% and ’ 1 quarter of 2017 I quarter of 2018 I quarter of 2019
amounted to UAH 656.390 miln. Besides, the pressure
on the Bank’s profit was significantly reduced due to | &> Qe amount ofprofitslisc «ALFnsANK
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Other factors

Verification on public databases of the State Fiscal Service revealed that JSC «<ALFA-BANK» was registered in the
files of the SFS. At the moment of rating update, the Bank as a taxpayer didn’t have a tax debt.

The Agency reminds that in May 2018, JSC «ALFA-BANK» was included into the 34 banks, authorized by the
Ministry of Finance of Ukraine to pay pensions, cash aid and salaries to the employees of budget organizations.
Summary

At the moment of rating update, JSC «ALFA-BANK» fulfilled its commitments to customers and creditors
according to current legislation and wasn’t referred by NBU to the category of problem banks.

According to the results of the first quarter of 2019 JSC «<ALFA-BANK» generated profit of UAH 526.919 mln that
in 2.5 times higher than the Bank’s profit for the first quarter of 2018. The share of non-performing loans (NPL) in the
Bank’s loan portfolio as of 01.04.2019 was in twice lower than the average market indicator.

During the 2018 and January-April, 2019 JSC «ALFA-BANK» formed and maintained a noticeable liquidity
cushion compared to the normative threshold values, set by NBU. In the Agency’s opinion, the liquidity management
strategy of JSC «<ALFA-BANKY> positively reflected on its revenues and profit.

The level of JSC «<ALFA-BANK» provision with regulatory capital is sufficient: as at the beginning of May, 2019
the Bank’s N1 and N2 ratios with a noticeable reserve exceeded the normative threshold values, set by NBU. At the
same time, The Agency takes into consideration the availability of a high level of external support from the majority
shareholder.

Disclaimer: Credit ratings of RA “Expert-Rating” is an opinion that reflects the ability of an issuer (an issue of securities) to comply with financial commitments. Credit ratings are of probabilistic
nature, therefore, cannot be a recommendation to buy or sell securities or to use the services of the issuer. When assigning and maintaining the ratings and outlooks on ratings, RA “Expert-rating”
relies on factual information which the Agency receives from issuers and underwriters and from other sources that the Agency considers reliable. The issuer, its auditor and underwriter, as well as
other consultants are responsible for the accuracy of the information they provide to RA “Expert-Rating” or publish according to current normative requirements.




