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The last year was a landmark for Ukrainian banking sector – the clean-up of the system is almost over, Privatbank became state-
owned in December. Banks continue to fulfill their re-capitalization plans based on diagnostics results. Most of them have already 
implemented the three-year plans. While finalizing the balance clean-up from distressed assets, banks increased provisioning in 
the second half of 2016. Coupled with provisioning for NPLs at Privatbank, this resulted in record high losses of the banking sector. 
By now, these losses are covered via additional capital injections. The expected fall in deposit rates at state-owned banks is to 
lower the funding costs for the whole banking system. Provisioning is also to subside materially. Thus, the sector should start 
making profits again (Privatbank aside). In 2017, banks will focus on adaption of new approaches to credit risk assessment and 
preparing for IFRS 9 standard implementation effective 2018.  

Sector structure. The transfer of Privatbank into the state ownership 
at the end of December has changed drastically the banking sector 
structure. The share of state-owned banks (SOBs) in net assets has 
swollen to 51.3% (from 28.1% in the early 2016), in retail deposits – 
almost tripled, to 59.5%. In 2016, 17 banks were declared insolvent; 
another 4 banks were withdrawn from market on shareholders’ 
requests. Thus, the concentration increased: the share of top-20 
banks in net assets rose by 3.0 pps in the year to 89.4%.   

Assets. New lending was limited in the first half of 2016. However, it 
revived in the second half, primarily due to loans from SOBs to state-
owned monopolies. Gross corporate loans in hryvnia increased by 
UAH 87 billion (+27%) while loans in FX decreased by USD 4.1 billion 
(in USD equivalent), partially driven by refinancing in hryvnia. Retail 
lending also shrunk.   

Under weak lending banks were building up government securities 
portfolio. Total share of bank investment into securities refinanced 
by the NBU (T-bills and CDs of the NBU) was 24.6% of the net sector 
assets at the beginning of 2017 (+10.6 pps for the year, of which 
5.1 pps due to increase of government bonds in Privatbank portfolio). 

Reported share of NPLs (loans in quality categories IV and V) was 
30.5% at the end of 2016. This is much lower than findings of 
diagnostics study. Banks transition to new rules of loan classification 
in accordance with introduction of Regulation on credit risk 
assessment (Regulation # 351) and recognition of real quality of 
credit portfolio of the Privatbank should approximate the reported 
share of NPLs to diagnostics results. New definition of NPLs is 
primarily based on event of past due of 90+ days.  

Funding. Deposits by bank clients increased by UAH 117.6 billion* in 
hryvnia terms mostly due to inflow of corporate deposits. Thanks to 
that, banks repaid UAH 30.2 billion they had previously borrowed 
from the NBU. They also substituted with deposits subordinated debt 
converted into equity and interbank loans from parent corporations. 
Retail deposits in hryvnia hiked by 9.1%, in FX – by 1%. Gradual lifting 
of restrictions on withdrawal from deposits had a positive effect on 
public confidence in banks and on deposits growth. The share of 
retail and corporate deposits in banks’ liabilities rose from 64.0% to 
73.4% in 2016.  

Interest rates. Banking sector liquidity improved through the year 
due to return of clients’ deposits. Moreover, the NBU has repeatedly 
cut its key policy rate in 2016, from 22% to 14%. These factors 
combined facilitated decrease of deposit interest rates of banks. E.g., 
the 12-month deposit rate fell in 2016 by 3.8 pps to 17.5% p.a. in 
hryvnia and by 2.2 pps to 5.7% in USD**. In Q4, the rate decrease 
slowed down because of uncertainty around the Privatbank. The cost 
of deposits in euro and US dollars fell to historical minimums as 
demand for FX funding remains low.  

 5.7% річних у доларах США**. У IV кварталі зниження ставок 
пригальмувалося через невизначеність ситуації навколо 
Приватбанку. Вартість депозитів у доларах та євро досягла 
нових історичних мінімумів, оскільки попит банків на валютне 
фондування залишається низьким. Зниження вартості 
фондування створило для банків можливість у другому півріччі 
знизити відсоткові ставки за кредитами для бізнесу більше, ніж 
дешевшали депозити населення. Проте вартість нових кредитів 
усе ще залишається високою, а тому вони залучаються 
переважно на короткий термін на фінансування обігового 
капіталу. 

Фінансові результати та капітал. Минулого року операційна 
ефективність банківського сектору дещо знизилася: показник 
CIR (cost to income ratio) становив 58% проти 52% у 2015 році. 
Чистий процентний дохід скоротився через усе ще високу 
вартість фондування. Компенсатором стало помірне зростання 
чистого комісійного доходу завдяки відновленню попиту на 
банківські послуги та підвищенню тарифів. У 2016 році 
зафіксовано історично високий збиток банківського сектору – 
159 млрд. грн., що зумовлено резервуванням кредитного 
портфеля Приватбанку. Для решти банків відрахування в 
резерви значно знизилися, а сукупні збитки зменшилися до 
23 млрд. грн. порівняно з 66 млрд. грн. у 2015 році. 

Перспективи та ризики. Протягом 2017 року триватиме 
"перезавантаження" банківського сектору. Після значних 
потрясінь попередніх років банки розпочинають довгострокове 
планування, впроваджують нові підходи до ризик- 
менеджменту, шукають нових клієнтів. 

Завершення очищення банківського сектору та прийнятні 
макроекономічні умови сприятимуть поверненню коштів 
населення та бізнесу. За очікуваннями НБУ темпи приросту 
вкладів значно прискоряться порівняно з 2016 роком. 
Вирішення проблеми платоспроможності Приватбанку, який 
пропонував вкрай високі проценти за вкладами населення, 
закладає передумови для суттєвого зниження депозитних 
ставок та здешевлення кредитів протягом 2017 року.  

Ключовим завданням банків у поточному році стане 
відновлення кредитування реального сектору та 
домогосподарств. Боргове навантаження підприємств-
позичальників поступово нормалізується завдяки зростанню 
доходів та прибутків, проте якісних позичальників із прозорою 
фінансовою звітністю усе ще мало. Банки налаштовані 
оптимістично: за даними опитування НБУ понад 70% фінустанов 
очікують на зростання кредитного портфеля підприємств 
протягом наступних 12 місяців. Актуальним залишається 
питання посилення прав кредиторів – прогрес у попередніх 
роках був практично непомітним. 

* У банках, що були платоспроможними на кінець 2016 року.  
** За даними Українського індексу ставок за депозитами фізосіб. 

 

 Lower funding costs allowed banks to cut interest rates on 
corporate loans even more than the rates on retail deposits fell. 
However, the cost of new loans is still high. Therefore, money are 
borrowed mostly for short term to finance working capital.   

Financial results and capital. Last year, the operating efficiency of 
the banking sector declined a little: CIR (cost to income ratio) was 
58% compared to 52% in 2015. Net interest income diminished 
because of funding costs, which were still high. This was partly 
offset by gradual increase in net fee and commission income thanks 
to recovery of demand for banking services and higher fees. In 
2016, the losses of the banking sector reached record highs – UAH 
159 billion, driven by provisioning for the Privatbank loan portfolio. 
For the rest of the banks provisioning diminished and total losses 
slipped to UAH 23 billion from UAH 66 billion in 2015.  

Outlook and risks. The “reloading” of the banking sector will 
proceed in 2017. After grave shocks in previous years, banks 
implement long-term planning, introduce new approaches to risk-
management, and look for new clients.  

Finalized clean-up of the banking sector and appropriate 
macroeconomic conditions will facilitate the inflow of retail and 
corporate deposits to banks. The NBU expects the inflow of 
deposits to accelerate this year comparing to 2016. The resolution 
of the Privatbank solvency problem (the bank offered too high 
retail deposit rates) lays foundations for gradual decrease in 
deposit rates and cheaper credit in 2017.  

The key task for banks this year is restarting lending to real sector 
and households. Leverage of corporate borrowers gradually 
improves due to rising incomes and profits. However, there is still a 
lack of good borrowers with transparent financial reports. Banks 
feel upbeat: according to the NBU survey, over 70% of financial 
institutions expect the growth of corporate credit portfolio over the 
next 12 month. The issue of creditor rights protection stays high on 
agenda as the progress on it in previous years is insignificant.   

* At banks solvent as of the end of 2016.  
** According to Ukrainian Index of Retail Deposit Rates (UIRD). 
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Sector structure 

With nationalization of the Privatbank the clean-up of Ukrainian banking sector reached its terminal stage. The share of the 
state-owned banks (SOBs) in net-assets expanded to 51.3%.  Over 2016 and early 2017, 20 banks were withdrawn from the 
market; shareholders at another 4 banks took decision on self-liquidation of the institutions.  

Banks’ net assets, bln. UAH*  Number of banks 

 

   2014 2015 2016 01.17 

Solvent 147 117 96 93 

- change (-33)   (-30)   (-21)   (-3)   

State-owned 7 7 6 6 

- change (0)   (0)   (-1)   (-1)   

Foreign 25 25 25 25 

- change (0)   (0)   (0)   (0)   

Private 115 85 65 62 

- зміна (-33)   (-30)   (-20)   (-3)   

Insolvent  16 3 4 7 

- change (16)   (-13)   (1)   (3)   

Under liquidation 21 64 84 84 

- change (19)   (43)   (20)   (0)   
 

* Solvent banks divided into groups according to classification as of 
01/01/16  

** As of 01/01/17, the Privatbank is classified as state-owned bank, 
prior to that – as a private bank.  

 

 * Figures reported at the end of the period. 

Share of SOBs in retail deposits increased to 59.6%. However, their share in net assets is 51.3%.  

Net assets by groups of banks  Retail deposits by groups of banks 

 

 

 

   

The concentration in the sector increases further: as of early 2017, top-20 banks make 89.4% of the system assets (86.4% a 
year ago). Changes in concentration indicator are driven by the processes related to the Privatbank nationalization 
(recognition by the bank of the real credit quality, provisioning, increase in government bonds in its portfolio and retail 
deposits outflow).  

Shares of the largest banks in net sector assets   Concentration rate in banking sector, HHI* 

 

 

 
* Herfindahl–Hirschman Index (HHI) — concentration indicator for banking market. It is calculated as a sum of square shares of individual banks in total. 
It varies in the range between 0 and 10 000 (up to 1000 –concentration on the market is low).   
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Banking infrastructure 
Withdrawal of banks from the market and optimization of branch networks at two largest banks led to a significant fall in a 
number of branches (to 10.3 thousand) over the last year.  

Number of structural units of banks, thousands*  Number of operating bank branches across regions as of 
01/01/17, units/units per 10 000 of inhabitants  

 

 

 
* branches and head-offices 

 

  

The headcount of bank employees decreased at slower 
rate. In 2016, it declined by 9.6 thousand to 140 thousand.    

 The Privatbank and other SOBs issued the most bank cards.  

Headcount of bank employees, thousands  Number of active bank cards by groups of issuing banks, 
millions  

 

 

 

   
The development of payment infrastructure by leading banks set off the losses from withdrawal of financial institutions from 
the market. The number of ATMs marginally increased to 33.8 thousand. The expansion of the POSs network was more 
vigorous – by 24.5 thousand over the past year.   
Number of ATMs, thousands  Number of banks’ POSs, thousands. 
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   Assets 
Total banking assets increased by 10.6% while net assets remained virtually unchanged (+0.2%). The major driver of the total 
assets growth was swelling government bond and derivatives portfolio of the Privatbank resulting from its privatization. 
Other banks were mostly lending to corporates and investing into government bonds. In 2016, the negative statistical effect 
from the bank withdrawal from the markets lingers.   

Total assets by groups, bln. UAH  Change of total assets by components, bln. UAH 

 

 

  
  Government securities include NBU’s certificates of deposit  

 
In 2016, investment in government securities increased the 
most in net assets composition (by 10.6 pps).  

 Gross credit in hryvnia* increased by 21.5% in 2016, loans in 
FX – decreased by 20.7%.   

Net assets by components   Gross corporate and retail loans, 2013=100%* 

 

 

 
  * * by solvent banks as of 01/01/17, accrued interest included  

 
The currency composition of the credit portfolio did not 
change materially over the last year. 

 Retail loans make a minor proportion of credit portfolio of 
banks.  

Share of FX loans*  Share of retail loans* 

 

 

 
* For solvent banks as of 01/01/17, accrued interest included.  
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In the second half of 2016, SOBs and foreign banks restarted lending in hryvnia and converted FX loans into hryvnia loans. 
Credit portfolio of SOBs and foreign banks increased by 15.1% and 9.1%, respectively. Foreign banks and SOBs restart retail 
lending.  

Corporate loans in hryvnia, 2013=100%*  Retail loans in hryvnia, 2013=100%* 

 

 

 
* For solvent banks as of 01/01/17, accrued interest included.  

** the sharp rise is due to conversion of FX loans to related parties into hryvnia loans  

 
In 2016, change in lending to different sectors was uneven. 
Credit to agriculture increased the most – by 25*.  

 Last year, consumer loans and car loans to households increased 
(+1.4 and +0.7 pps respectively), mortgages – decreased.  

Lending to sectors of economy, bln. UAH  Retail loans* by type  

 

 

 

* at the rate fixed in early 2014 (UAH 7.933 for USD 1)  

** construction and real estate 

***  FX effect calculated at fixed rate at the beginning of 2014 

 

 * not adjusted for provisions 

Banks extensively recognized NPLs in Q1 2016 and in December 
after the Privatbank nationalization. Share of NPLs broadened 
to 30.5%.  

 Due to the Privatbank effect, the ratio of coverage of impaired 
assets by provisions increased by 7 pps over the year (at the 
Privatbank – from 46% to 79% in December).  

Share of NPLs in portfolio of banks 

 

 Impaired assets, bln. UAH, and impaired assets coverage by 
LLP, % (r.h.s.) 
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   Funding 
Over 2016, total liabilities of solvent banks has not change much. New retail and corporate deposits substituted as sources of 
funding NBU loans and partially subordinated debt and interbank loans, which were converted into capital.   

Liabilities by groups of banks, bln. UAH.  Change in liabilities by items, bln. UAH  

 

 

 

   

 
Banks rely further on clients’ deposits. Their share in 
liabilities increased over the last year by 9.4 pps to 73.4%.    

 External debt of banks declined by USD 3.3 billion in Q1-Q3 
2016, mostly due to conversion into capital.  

Liabilities by items  Gross external debt of banks, bln. USD 

 

 

 

   

 

Liquidity of solvent banks improved. This allowed them to 
repay the NBU loans. Share of the NBU loans slumped to 
2.0% of liabilities.    

 Dollarization of deposits increased by 1.4 pps because of 
hryvnia depreciation effect.  

Share of NBU funds in banks’ liabilities  Share of FX deposits* 

 

 

 
  * accrued interest included 
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In 2016, retail deposits in hryvnia increased by 9.1%, in FX 
– by 1%.  

 Composition of deposits improved in terms of maturity over 
2016  

Accounts due to individuals including certificates of deposit, 
2013=100%* 

 New retail deposits by maturity* 

 

 

 

* For solvent banks as of 01/01/17, including accrued interest; k - thousands 

 

  

In 2016, corporate deposits increased the most at SOBs (excluding the Privatbank) – by 33.4% in hryvnia and by 52.9% in FX, 
respectively.  
Corporate deposits in hryvnia by groups of banks,                  
2013 = 100%* 

 Corporate deposits in FX (USD equivalent) by groups of banks,         
2013 = 100%* 

 

 

 
* For solvent banks as of 01/01/17, including accrued interest 

 
Households trust SOBs the most: they (including the Privatbank) account for 60.4% of hryvnia deposits and 58.7% of FX 
deposits. The highest rate of deposit growth was reported for private banks – 22% over 2016.  

Retail deposits in hryvnia by groups of banks, 2013 = 100%*  Retail deposits in FX (USD equivalent) by groups of banks,         
2013 = 100%* 

 

 

 
* For solvent banks as of 01/01/17, including accrued interest 
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  Interest rates 
At the end of 2016, the decline of retail deposit rates decelerated due to uncertainty on the eve of the Privatbank nationalization. 
Another factor slowing down the rates decrease was competition between SOBs for retail and corporate deposits. By the end of 
December, the rate on 12-month deposits was 17.5% and 5.7% p.a. in hryvnia and FX respectively. Rates on USD deposits are at 
historical lows.  

Ukrainian Index of Retail Deposit in hryvnia,  % p.a.*  Ukrainian Index of Retail Deposit in FX,  % p.a.** 

 

 

 

* based on data from Thomson Reuters, 20-day average rate. 

 
In the second half of 2016, the cost of new corporate loans was decreasing faster than the rates on retail loans and deposits.   

Interest rates on new loans* by borrowers, % p.a.  Key policy rate, price of new loans and deposits* in hryvnia, 
% p.a. 

 

 

 

*excluding prolongations and other credit contract amendments. 

 

 * based on daily data. 

Over the year, retail deposits became substantially 
cheaper – unlike corporate deposits.  

 Return on credit operations was stable through the year.  

Interest rates on loan and deposit portfolios, % p.a.*  Efficiency of interest operations* 

 

 

 

* * Insolvent banks included; ** Non-financial corporations  * In respective month, insolvent banks included. 
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  Financial results and capital 
Last year, the sector made UAH 159 billion of losses, of 
which UAH 136 billion the Privatbank reported in December.  

 In the second half of 2016, operating efficiency notably 
improved.  

Financial results and return on equity of banks  Operating income and operating efficiency of banks* 

 

 

 
  * CIR (Cost-to-Income Ratio) – – operating costs to operating income 

 

The net interest income of banks somewhat declined. 
However, net commission income gradually increased in the 
back of recovery of demand for banking services.  

 The provisioning rate was lower (9% of loan portfolio) than 
the year before (13%) excluding the provisions of UAH 145 
billion by the Privatbank.   

Components of operating income of banks*, bln. UAH  Provisioning rates* 

 

 

 
* the absence of net interest income in Q4 2015 is a one-off effect of the 
transition of banks to IFRS   

 

 * ratio of provisioning to loan portfolio of banks; ** annualized 

 

Capital adequacy indicator for the sector as a whole exceeded 
minimal regulatory requirements with good margins.  

 Banks increased share capital by UAH 158 billion or 86%. 
This was primarily driven by the Privatbank re-capitalization.   

Regulatory capital and regulatory capital adequacy 
requirement 

 Regulatory capital of banks, bln. UAH 

 

 

 

  * Includes registered and non-registered share capital; in December 2016 – 
effect of resolution of the issue of lack of regulatory capital at the 
Privatbank through nationalization of the latter. 
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Notes: 

Information source – National Bank of Ukraine unless otherwise specified. 

Selection of banks – solvent for each reporting date unless otherwise specified. 

Banks classified into groups as of 01/01/2016 in line with resolution of the Committee on supervision and regulation of 

banks and oversight of payment systems of 31 December 2015 # 657. 

Data provided does not include accrued interest at the end of the period (month, quarter, or year) unless otherwise 

specified.  

Gross loans – loans not adjusted for provisions against credit operations of banks.  

The sum of components may differ from total due to rounding effect. 

Reporting period – January-December 2016 unless otherwise specified. 

Abbreviations  

ATM automated teller machine (a cash dispenser or cash machine) 
bln. billion 
FEZ free economic zone /area 
FX foreign currency (foreign exchange) 

NBU the National Bank of Ukraine 
NPLs non-performing loans 
p.a. per annum 
pps percentage points 
POS point-of-sale 
r.h.s. right hand scale 
SOBs State-owned banks 
UAH Ukrainian hryvnia 
USD US dollar 
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