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Rating Action: Moody's upgrades the ratings of Kazakhstan-based SB
Sbherbank

JSC

27 Aug 2019

Action follows the change of the outlook on Kazakhstan's Baa3 sovereign rating to positive
London, 27 August 2019 — Moody's Investors Service ("Moody's") today upgraded SB Sherbank
JSC's (SB

Sherbank) Baseline Credit Assessment (BCA) to b2 from b3, its Adjusted BCA to ba2 from ba3, its
long-term

local and foreign currency deposit ratings to Ba1 from Ba3, its long-term Counterparty Risk
Assessment (CR

Assessment) to Ba1(cr) from Ba2(cr) and its long-term local and foreign currency Counterparty Risk
Ratings

(CRRs) to Ba1, from BaZ2. The bank's Not Prime short-term deposit ratings and CRRs and its Not
Prime(cr)

short-term CR Assessment were affirmed. The rating action follows the change of the outlook on
Kazakhstan's

Baa3 sovereign rating to positive from stable on 22 August 2019. (Please see "Moody's changes
Kazakhstan's

outlook to positive, affirms Baa3 rating” hitps://www.moodys.com/research/--PR_402812). The
outlook on SB

Sberbank's long-term deposit ratings and its overall outlook remain stable.

The upgrade of the ratings reflects (1) the bank's improved operating environment; (2) the significant
improvements in SB Sherbank's solvency metrics (asset quality, capital adequacy and profitability);
and (3)a

sustained strengthening of the bank's market positions.

A full list of affected ratings can be found at the end of this press release.

RATINGS RATIONALE

The upgrade of SB Sberbank's BCA to b2 from b3 is driven by a combination of improved operating
environment (reflected in Moody's revision of Kazakhstan banking system's Macro Profile to
"Weak+" from

“Weak") and strengthening of the bank's solvency metrics.

The positive change in Kazakhstan's Macro Profile was driven by improvements in the country's
economic

strength due to the government's diversification strategy and ongoing reforms, which will lead to
improved

economic diversification.

Moody's expects SB Sberbank to benefit from improved economic environment in the country via
increased

revenue generation and reduced credit costs, as the bank's borrowers will be more resilient to oil
price and

currency volatility, as country's economic diversification improves.

in 2018, SB Sberbank's problem loans approximately halved (as a ratio and in absolute terms),
driven by

significant net charge-offs and a recovery or workout of problematic corporate exposures. As of
year-end

2018, the bank's problem loans amounted to 16.3% of gross loans, down from 31.3% a year ago.
The bank's

loan loss reserve coverage of problem loans (72% as of year-end 2018) considerably exceeded the
sector

average, and its capital adequacy has strengthened materially over the last three years. In Moody's
opinion,

the bank's tangible common equity to risk-weighted assets ratio of 12.3% as of 31 March 2019 is
sufficient to

absorb the anticipated loan growth, a normalized cost of risk and resumed dividend payouts. The
bank's loss

absorption capacity is additionally supported by its improved profitability (in Q1 2019, its return on
average

assets accounted for 3.0%).



VERY HIGH AFFILIATE SUPPORT

SB Sberbank's Adjusted BCA of ba2 benefits from three notches of uplift above its b2 BCA, given
Moody's

assessment of a very high probability of affiliate support from the bank's parent, Russia's Sberbank
(Baa3

stable, bat). This reflects (1) the parent's 99.99% ownership and control of SB Sberbank; (2) the
strategic

importance of the Kazakh subsidiary to Sberbank; (3) their common brand; and (4) the track record
and

commitment for parental support.

MODERATE GOVERNMENT SUFPFPORT

An additional one notch of uplift within SB Sberbank's Ba1 deposit ratings above its ba2 Adjusted
BCA results rom Moody's view of a moderate probability of support from the Government of
Kazakhstan (Baa3 positive).

This assessment reflects the sustained strengthening of the bank’s market position, with a market
share of

around 8% in the banking sector total assets, retail deposits and total customer deposits. This more
prominent

market position supports SB Sherbank's systemic importance to the banking system of Kazakhstan.
STABLE OUTLOOK

The stable outlook on the long-term deposit ratings reflects Moody's assessment that expected
improvements

in key credit metrics (e.g. asset quality and capital adequacy) will unlikely lead to the ratings upgrade
in the

next 12-18 months.

WHAT COULD MOVE RATINGS UP OR DOWN

SB Sberbank's BCA could be upgraded if the bank demonstrates the sustainability of the recent
improvements

in its asset quality and profitability, while maintaining sufficient capitalization and a stable liquidity
profile.

However, this would only result in an upgrade of SB Sberbank's deposit ratings if combined with an
improvement in the parent's standalone credit strength, as reflected in its BCA, and an upgrade of
Kazakhstan's sovereign rating.

SB Sberbank’s ratings could be downgraded if there were a deterioration of its financial
fundamentals beyond

Moody's current expectations and/or weakening of the parent's standalone credit strength, as
reflected in its

BCA.

LIST OF AFFECTED RATINGS

Issuer: SB Sberbank JSC

..Upgrades:

....Adjusted Baseline Credit Assessment, Upgraded to ba2 from ba3

....Baseline Credit Assessment, Upgraded to b2 from b3

....L.ong-term Bank Deposits, Upgraded tc Ba1l from Ba3, Outlook Remains Stable

....L.ong-term Counterparty Risk Assessment, Upgraded to Ba1(cr) from Ba2(cr)

....L.ong-term Counterparty Risk Ratings, Upgraded to Ba1 from Ba2

.Affirmations:

....Short-term Bank Deposits, Affirmed NP

....Short-term Counterparty Risk Assessment, Affirmed NP{(cr)

....Short-term Counterparty Risk Ratings, Affirmed NP

..Outlook Action:

....Outlook remains Stable

PRINCIPAL METHODOLOGY

The principal methodology used in these ratings was Banks published in August 2018. Please see
the Rating

Methodologies page on www.moodys.com for a copy of this methodology.

REGULATORY DISCLOSURES

For ratings issued on a program, series, category/class of debt or security this announcement
provides certain

regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same
series,



category/class of debt, security or pursuant to a program for which the ratings are derived
exclusively from
existing ratings in accordance with Moody's rating practices. For ratings issued on a support
provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the
support
provider and in relation to each particular credit rating action for securities that derive their credit
ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain
regulatory disclosures in relation to the provisional rating assigned, and in refation to a definitive
rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure
and terms
have not changed prior to the assignment of the definitive rating in a manner that would have
affected the
rating. For further information please see the ratings tab on the issuerfentity page for the respective
issuer on
www.moodys.com.
For any affected securities or rated entities receiving direct credit support from the primary entity(ies)
of this
credit rating action, and whose ratings may change as a result of this credit rating action, the
associated
regulatory disclosures will be those of the guarantor entity. Exceptions to this approach exist for the
following
disclosures, if applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from
rated
entity.
Regulatory disclosures contained in this press release apply to the credit rating and, if applicable,
the related
rating ouflook or rating review.
Items color coded in purple in this Press Release relate to unsolicited ratings for a rated entity which
is nonparticipating.
Please see www.moodys.com for any updates on changes to the lead rating analyst and to the
Moody's legal
entity that has issued the rating.
Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory
disclosures
for each credit rating.
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