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Country

Ukraine

First Ukrainian
InternationalBank

Sector Credit ratings by Moody’s/S&P/Fitch ~ Ticker(s) in Bloomberg

Banks: Commercial banking Ca/ NR/ NR EXIMUK

Regulatory capital adequacy ratio (UAS)

In its 1Q15 IFRS financial results, First Ukrainian International

Bank (FUIB) claimed that its loan portfolio suffered little ORCRR AT .
despite the extreme USD/UAH rate fluctuations. Actively 14

engaged in loan restructurings with its corporate clients, the E

bank has avoided official write-offs of nonperforming loans. 8

Operations in occupied territories. By FUIB estimates, its loan i

exposure in the Donbass region constitutes only 17.6% of the 1Q15 total loan 2

portfolio. Only 5.2% of the deposits remain in the occupied areas as the bank 0 1013 3013 1014 3014 1015
allowed clients to transfer deposits to branches in militant-free areas. The Source: Bank data.

bank has used the same approach to its Crimean depositors that have been . . .
Key financials and ratios

fully accounted for while the loan portfolio has been sold.
2014 1015 4014 1015
Loan portfolio quality declines slightly. The share of NPLs has FRS  IFRS  UAS  UAS

increased from 18.2% in 4Q14 to 20.7% in 1Q15. The quality of the retail

portfolio is inferior to that of the corporate portfolio due to the shorter Financials (UAHm)

it ; - . o Assets 37,431 40,946 35439 40,163
maturities of retail loans and severely limited lending activity in 2014-2015. Loans 28356 31173 25834 30143
According to our estimates, 25.3% of retail loans and 10.2% of corporate — 26,273 28,042 24516 27,628
loans were delinquent as of April 2015. Equity 5530 5260 ATTT 4408

Net % income 2,345 564 2,338 2,401
Net com income 834 240 822 1,640
Operating inc. 1,477 -42 3,799 4,626

NPLs could have been much higher had FUIB not offered grace periods and
other special terms to some of its corporate clients challenged by recent
developments. According to the bank, nearly 20% of its portfolio is performing

) PPI N/a N/a 2578 3,257

under restructuring terms. e 2863 1588 2719 -3967

Related parties’ share of the total loan portfolio has declined from 5.1% in | Netincome 136 349 54 408
4Q14 to 3.2% in 1Q15. The bank breached the official NBU limit on insider | Ratios (%)

lending by 3.7ppt of the regulatory capital (or by UAHO0.2bn). We do not Tler 1 ratio 1 I Na Na

CAR 17.4 13.9 14.2 12.7

expect the NBU to take action against the bank as the breach was the result Equity-to-asses 148 129 135 110

Net loan-to-deposit 107.9  107.7 1054  109.1
The bank will undergo the NBU’s detailed related party transaction test in | Cash-to-fiabilty 80 85 151 141

of the extreme currency devaluation.

2Q15-3Q15. Unlike other banks with local capital, FUIB, in our opinion, has 0 Lk J| sl
. . . . ROAE 24 -26.4 11 -8.7

lower risks due to its stronger market orientation.
Net % margin 7.3 6.7 8.2 8.0

Deposits show signs of growth. FUIB experienced a net inflow of UAH Nil-to-op income N/a Na 616 51.9
retail deposits in March-May as a result of aggressive marketing and offering | Cost-to-income 379 241 321 296

above-average interest rates. FX retail deposits have continued to decline in | LLR 152 202 132 169
NPLs 18.2 20.7 N/a N/a

NPL coverage 83.7 97.7 N/a N/a

Notes: UAS P&L figures and ratios are on a 12-month
annualised basis; CAR — capital adequacy ratio (Basel IFRS
accounts and NBU R2 UAS accounts); PPl — pre-provision
income LLP — loan loss provision; ROAA and ROAE — return
on average assets and equity, respectively; NIl — net
interest income; LLR — loan loss reserves; NPL — non-
performing loans (>90 days overdue). Sources: Bank data,
ICU.

line with the market trend, but the magnitude of FX withdrawals has retreated.
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FUIB has reliable support from insiders, including SCM Group and other related parties.
While their share of total 1Q15 deposits has fallen to 24.5% from 27.2% in 4Q14, the
majority of these funds constitute working capital of entities that belong to SCM Group,
according to the bank’s management.

Solid interest margin. Although a declining portfolio of cheaper FX deposits and higher
rates on UAH deposits has pushed the cost of funding from 8.4% in 4Q14 to 9.9% in 1Q15,
the bank still has a positive and healthy net interest margin (NIM) of 6.7% in 1Q15 (down
0.6ppt from 4Q14). A relatively low share of RP lending and a significant consumer loan
portfolio allow FUIB to keep net interest income at UAH564m in 1Q15, up 12.8% QoQ from
4Q14.

Low operating expenses. Salaries constitute roughly 50% Of the total operating
expenses. Despite the 60.9% YoY increase in CPI in April 2015, the bank has not
experienced proportionally higher operating expenses due to the time lag effect and staff
reductions. The bank claims to have increased salaries on average by 10% in 1Q15.

Capitalization. FUIB passed the 2014 stress test and was not subjected to a regulator
mandated capital injection. The bank currently has no plans for immediate recapitalization.
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Disclosures

ANALYST CERTIFICATION

This research publication has been prepared by the analyst(s), whose name(s) appear on the front page of this publication.
The analyst(s) hereby certifies that the views expressed within this publication accurately reflect her/his own views about
the subject financial instruments or issuers and no part of her/his compensation was, is, or will be directly or indirectly
related to the inclusion of specific recommendations or views within this research publication.

EQUITY RATING DEFINITIONS

Buy: Forecasted 12-month total return greater than 20%
Hold: Forecasted 12-month total return 0% to 20%
Sell: Forecasted 12-month total return less than 0%

Note: total return is share price appreciation to a target price in relative terms plus forecasted dividend yield.

DEBT RATING DEFINITIONS

Buy: Forecasted 12-month total return significantly greater than that of relevant benchmark
Hold: Forecasted 12-month total return is in line with or modestly deviates from relevant benchmark
Sell: Forecasted 12-month total return significantly less than that of relevant benchmark



11th floor, LEONARDO Business Centre
19-21 Bogdan Khmelnytsky Street

Kiev, 01030 Ukraine )
Phone/Fax +38 044 2200120 WEB www.icuua [ ICU_UA

CORPORATE FINANCE

Makar Paseniuk, CFA, Managing Director = Roman Nikitov, ACCA Director Ruslan Kilmukhametov, Director
makar.paseniuk@icu.ua roman.nikitov@icu.ua ruslan.kilmukhametov@icu.ua
Ivan Shvydanenko, Vice President Yuriy Kamarytskyi, Vice President Ruslan Patlavsky, Vice President
ivan.shvydanenko@icu.ua yuriy.kamarytskyi@icu.ua ruslan.patlavsky@icu.ua

STRATEGY AND CORPORATE DEVELOPMENT

Vlad Sinani, Director
vlad.sinani@icu.ua

SALES AND TRADING

Konstantin Stetsenko Sergiy Byelyayev, Fixed-Income Trading Vitaliy Sivach, Fixed-Income & FX Trading
Managing Director sergiy.byelyayev@icu.ua vitaliy.sivach@icu.ua
konstantin.stetsenko@icu.ua

Liliya Kubytovych Julia Pecheritsa Yevgeniya Gryshchenko
Asset Management Product Sales Ukraine and CIS International Sales Fixed-Income Sales
liliya.kubytovych@icu.ua julia.pecheritsa@icu.ua yevgeniya.gryshchenko@icu.ua

RESEARCH DEPARTMENT

Alexander Valchyshen Alexander Martynenko Bogdan Vorotilin

Head of Research Head of corporate research Financial analyst (Food & Agribusiness)
alexander.valchyshen@icu.ua alexander.martynenko@icu.ua bogdan.vorotilin@icu.ua

Taras Kotovych Mykhaylo Demkiv Lee Daniels, Rolfe Haas

Senior financial analyst (Sovereign debt) Financial analyst (Banks) Editors

taras.kotovych@icu.ua mykhaylo.demkiv@icu.ua

Investment Capital Ukraine LLC is regulated by Securities and Stock Market State Commission of Ukraine (license numbers:
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DISCLAIMER

This research publication has been prepared by Investment Capital Ukraine LLC solely for information purposes for its clients. It does not
constitute an investment advice or an offer or solicitation for the purchase of sale of any financial instrument. While reasonable care has
been taken to ensure that the information contained herein is not untrue or misleading at the time of publication, Investment Capital Ukraine
makes no representation that it is accurate or complete. The information contained herein is subject to change without notice. Copyright
and database rights protection exists in this report and it may not be reproduced, distributed or published by any person for any purpose
without the prior express consent of Investment Capital Ukraine LLC. All rights are reserved. Any investments referred to herein may
involve significant risk, are not necessarily available in all jurisdictions, may be illiquid and may not be suitable for all -
investors. The value of, or income from, any investments referred to herein may fluctuate and/or be affected by E E
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