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Veaskaembiii Makcar Paxumkanosmnv!

Ha ocropanuu noanyskTa 4) nyskra 2 crarby 29 JINCTHATOBBIX NPABUIL, YBE/IOMIIAEM Bac 00
u3MereHun peiitunrosoii onenku JIb AO «Cbepbank» (mamee — balk) ¥ 3MHTHPOBAHHAIX bankom
OGJMraiil, B COOTBETCTBHH C IPECC-PEIM30M MEILYHAPOIHOIO PCHTHHIOBOTO AreHTeTBa Fitch
ratings ot 22 smeaps 2015 roga. Takum o0pa3oM:

- peiftur jieonTa IMHTEHTA B MHOCTPAHHOH H HAIMMOHAJILHON BamoTe OBLT CHHIKEH [0
ypoBHs «BB+», IPOrHo3 «HEraTHBHBIAY;

- cyGopaunuposanibM obsmramusM Tlepsoro (HMH KZP01Y07C178) u Broporo (HMH
KZP02Y(09C172) Bemyckos Ileproif 0OJMIAIHOHHOMH MPOTPaMMBL lleppomy Bomycky Bropoii
oGmuranmomnoii nporpammbl (HUH KZP01Y07E018) Kpe/MTHBIH peifTHiT CHIbKeH 110 yposHs «BB»;

- obmuraimsv Broporo (HMH KZP02YO0SE010), Tperwero (HUH KZP03YOSEO18) u
Uerseproro (HUIT KZP04Y07E012) BbITyCKOB BTopoii 0OGIHrarMOHHON HPOrpaMMbl KPEIHTHbIH

pellTHHI" CHIKEH J10 ypoBHs « BB+,
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Tagging Info

Fitch Downgrades Kazakhstan's Subsidiary of Sbherbank to '‘BB+'; Outlook

Negative Ratings EndorsementPolicy
22 Jan 2015 10:34 AM (EST)

Fitch Ratings-Moscow-22 January 2015: Fitch Ratings has downgraded Kazakhstan-based Subsidiary Bank
Sberbank of Russia JSC's (SBK) Long-term foreign and local-currency Issuer Default Ratings (IDRs) to 'BB+'
from 'BBB-'. The Outlook is Negative. Afull list of rating actions is provided at the end of this commentary.

The downgrade of SBK's ratings follows the recent downgrade of the parent bank, Sberbank of Russia
(Sberbank), to 'BBB-' from 'BBB', which in turn was driven by a downward revision of the Russian Country
Ceiling. The Negative Outlook on SBK's IDRs reflects that on the parent's ratings. For more information, see
'Fitch Downgrades Russian Financial Institutions on Sovereign Action', dated 16 January 2015, at

www. fitchratings.com.

The affirmation of SBK's VR at 'bb-' reflects limited changes to the bank's standalone credit profile over the past
12 months. SBK also retains significant financial flexibility due to its prominent business positions, solid loss
absorption capacity and sound liquidity. All these factors help underpin SBK's considerable resilience against
a weakening of the operating environment and potential further devaluation of the tenge.

KEY RATING DRIVERS - SBK'S IDRS, NATIONAL LONG-TERM RATING, SUPPORT RATING AND DEBT
RATINGS

SBK's IDRs reflect a moderate probability of support from Sherbank, if needed. In Fitch's view, the parent bank
would likely have a high propensity to support its subsidiary due to (i) full ownership, (ii) high strategic
importance of the Kazakh market for the group, (iii) common branding, (iv) significant reputational risks arising
from a subsidiary default, and (v) strong track record of Sberbank's support for its subsidiaries, including SBK.

The parent's ability to provide supportis also high, given SBK's small size relative to the parent, albeit
moderately reduced as reflected by the recent downgrade of its ratings. The one-notch difference between the
parent's and subsidiary's IDRs reflects cross-border risks due to SBK and the parent being in different
jurisdictions and an absence of cross default provision on the parent's obligations in case ofthe subsidiary's
default.

SBK's senior unsecured debtis rated in line with the bank's IDRs, while its local currency non-loss absorbing
subordinated debtis notched down once from the bank's Long-term local-currency IDR, reflecting moderate
recovery prospects in comparison with senior debt securities, in case of default.

RATING SENSITIVITIES - SBK'S IDRS, NATIONAL LONG-TERMRATING, SUPPORT RATING AND DEBT
RATINGS

SBK's ratings are likely to move in tandem with its parent's. Awidening of notching (not Fitch's base case)
could result from the parent's failure to provide timely and sufficient support to its subsidiary.

KEY RATING DRIVERS - SBK'S VR

SBK's 'bb-' VR continues to reflect the bank's significant domestic franchise (8% of sector total deposits), solid
profitability, and befter asset quality than most other large Kazakh banks. However, the rating also factors in
risks stemming from previously rapid loan growth (CAGR in 2010-2013: 67%), concentration and significant
dollarisation.



At end-SM14 SBK's top 20 loan exposures accounted for 38% of gross loans (3.1x of Fitch Core Capital, (FCC))
and the top 20 depositors made up 54% of deposits (43% ofliabilities), highlighting material single-name
concentrations on both sides of the balance sheet.

As SBK's loan growth slowed to 26% in 2014 (FX-adjusted, annualised), non-performing loans (NPLs) rose to
7% of gross loans atend-9M14 from 2% at end-2013, and restructured loans also slightlyincreased to 13%
from 12%. The increase of NPLs was mostly driven by two defaults in the agricultural sector, although most of
the exposure could be recovered given solid collateral and announced government support to the agricultural
sector.

Further credit risks stem from a significant share of FXloans (31% of gross loans), mainlyissued to unhedged
borrowers (eg. real estate and importers), given recent 20% devaluation of the tenge and the risk of further
devaluation in the medium-term.

Capitalisation weakened slightly, with the FCC/ risk-weighted assets ratio down to 9.8% at end-9M14 from
10.8% atend-2013. SBK does not expect an equity contribution in the near-term, and capitalisation will be
supported by slower growth prospects and profit retention.

Profitability remains strong with the pre-impairment profit amounting to 5.8% of average loans in 9M14, or 4.7%
adjusted for non-cash interestincome. The return on average equity was a solid 18% despite material
impairment charges, although we expect it to decrease in the medium-term due to narrowing margins.

The liquidity situation in the sector is getting tougher due to Kazakhstan' authorities limiting tenge liquidity to
prevent speculation on the exchange rate, and increased funding dollarisation as depositors convertto foreign
currencies to avoid devaluation risks. SBK's foreign-currency deposits grew to 69% of its total deposits at end-
2014, from 46% atend-2013. SBK built up its highly-liquid assets to 31% of deposits or 26% of total third-party
funding atend-3Q14, mitigating withdrawal risks. SBK has no significant wholesale debt maturing in 2015.

RATING SENSITIVITIES - SBK'S VR

An upgrade of VR would result from a significant strengthening of the operating environmentand a
continuation ofits solid performance. Asharp deterioration in asset quality and loss absorption capacity could
lead to a downgrade.

The rating actions are as follows:

Long-term foreign and local currency IDRs: downgraded to 'BB+' from 'BBB-; Outlook Negative
Short-term foreign and local currency IDRs: downgraded to '8' from 'F3'

Support Rating: downgraded to '3' from '2'

Viability Rating: affirmed at 'bb-'

National Long-term Rating downgraded to 'AA-(kaz)' from 'AA(kaz)'; Outlook Negative

Senior unsecured debt rating: downgraded to 'BB+ from 'BBB-'

National senior unsecured debt rating: downgraded to 'AA-(kaz)' from 'AA(kaz)'

Subordinated debt rating: downgraded to 'BB' from 'BB+'

National subordinated debt rating: downgraded to 'A+(kaz)' from 'AA-(kaz)'
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Applicable criteria, 'Global Financial Institutions Rating Criteria’, dated 31 January 2014, are available at
www fitchratings.com.

Applicable Criteria and Related Research:
Global Financial Institutions Rating Criteria

Additional Disclosure

Solicitation Status

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ
THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND
THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE
WYWWWW.FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIAAND METHODOLOGIES ARE AVAILABLE
FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF
INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT POLICIES AND PROCEDURES
ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT' SECTION OF THIS SITE. FITCH MAY HAVE
PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD PARTIES.
DETAILS OF THIS SERVICE FOR RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN AN EU-
REGISTERED ENTITY CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH
WEBSITE.

Copyright ® 2015 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries.



