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5 of 32 Belarusian banks
account for about 80% of the
market

In 2011, the Belarusian
banking sector operated under
the tough conditions

Since 2011, banks prepare
their financial statements in
accordance with 29th IAS

National Bank tightens
requirements for the
regulatory capital of the banks

There is a high M&A activity in
the banking sector

New leader in consumer
lending

Liquidity crisis is growing

BANKING SECTOR

The banking sector of the Republic of Belarus is represented by 32 operating banks. It is
characterized by a high level of concentration: the 5 largest banks account for about 80%
of the banking sector assets, and 3 out of 5 banks are state-owned. In 15 banks foreign
capital exceeds 50%, 9 banks are completely foreign-owned, though the state share in
the banking sector assets prevails and amounts to about two-thirds, and it is significantly
higher than in the neighboring countries and in the EU.

In 2011, the banking sector operated under the tough conditions. As a result of the
national currency devaluation (the total depreciation by 2,7 times in 2011) the total
banking sector assets, the regulatory capital (authorized capital of banks is denominated
in Belarusian rubles) and profit in foreign currency terms decreased sharply compared to
2010.

In 2011, in connection with the application of IAS 29 "Financial reporting in
hyperinflationary economies" the vast majority of Belarusian banks reported a net loss
according to IFRS. Under National standards all banks in Belarus, with the exception of
the Belarusian Bank for Small Business, reported profit in 2011, but according to IFRS all
banks, except for Priorbank, BelSwissBank, MTBank and Bank Moscow-Minsk, incurred
losses.

The National Bank (NB) tightened the requirements for the minimum regulatory capital
for existing banks that don’t have a license to attract retail deposits. The requirement for
the minimum regulatory capital will be gradually increased — up to 15 EUR mn from
01.01.2014 and up to 25 EUR mn from 01.01.2015.

In 2012, the 32nd bank was registered (BIT-bank), another bank is in the process of
registration (Eurosetbank). Also this year retailer "Euroopt" bought OJSC "International
Reserve Bank" from the investment group Dogmat. Due to the changes to the regulatory
capital requirements a new wave of mergers and acquisitions has begun among the
banks at risk.

There were significant changes in the banking sector - the shift of forces occurred in the
consumer loan market. Priorbank took the lead in the portfolio of consumer loans and
outrun such major players as Belarusbank and Belagroprombank. Some specialized banks
- SomBelBank, Delta Bank, Home Credit Bank, MTBank — also expanded their loan
portfolios significantly.

There has been a sharp increase in interest rates in the interbank market since the end of
September. Interest rates rose from 20 to 70% per annum. September of this year was
preceded by an 8-month excess liquidity, but since September 1 there is an acute
shortage of liquidity connected with the increased demand for foreign currency, a large-
scale financing of government programs and increased reserve requirements. After an 8-
month break NB began to support the liquidity of the banks due to the gradual increase
of the liquidity crisis. To avoid deterioration of liquidity, banks are trying to provide a real
inflow of ruble deposits increasing interest rates for deposits.
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Banking sector landscape*

Medium-sized banks (equity 25-50
EUR mn)
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* The classification of banks by equity is based on the requirement of the National Bank to the CJSC UNITER Investment Company@

regulatory capital of banks, which is 25 EUR mn for the newly created banks (for the existing
banks standard will be introduced on 1 January 2015).
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Disclaimer

This outlook was prepared for informational purpose only and does not constitute an offer
or solicitation of a strategic transaction. Points of view, forecasts and evaluations
presented in this outlook reflects our opinion as of the publication date and may be
changed without notice. Although the information contained herein has been obtained
from sources we believe to be reliable and although we ensured their accuracy as of
the publication date, we cannot guarantee, expressly or impliedly, practicality of
this outlook regarding future events or current or future value evaluation. Any
investment decision based on this outlook should be made only at the
discretion of the investor and UNITER or its employees or any third party
shall not be responsible in any form and in no circumstances for any
action of any party taken on the basis of this outlook. Nor UNITER,
nor any of its employees, nor any third party shall be responsible
for losses that result from such actions.

©2017 CJSC «UNITER Investment Company» is
registered entity under Belarusian legislation. All rights
reserved.
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