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             The report on the stability of the banking sector is an information and analytical product of the Rating Agency "Standard Rating", which contains the results of a diagnostic examination of the banking system, the main trends and trends that can significantly affect the development of the banking system of Ukraine.
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1. Equity
Standard Rating RA assesses the level of banks' capital adequacy during the period from 01.01.2022 to 01.08.2023 as acceptable (Graph 1).
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Note: Based on data published on the NBU website 
In the system as a whole, the level of regulatory capital adequacy (N1) increased from 18.01% to 24.30%, and the level of fixed capital adequacy increased from 11.99% to 14.81%. A pronounced upward trend in capital standards (N1, N2 and N3) began in September 2022, but accelerated from April 2023. One of the main reasons for the growth of banks' capital standards is the increase in their profits, including due to the high level of interest rates on deposit certificates of the NBU and DSLB. 
In Ukraine, a wide-ranging expert discussion has unfolded around the trend, which indicates an increase in the profits of the banking sector as a result of the NBU keeping the discount rate at a high level for more than a year. On the one hand, this led to the flow of resources into the banking sector, on the other hand, the situation in which banks' profits grew, led to a visible increase in banks' provision of regulatory and core capital. RA "Standard-Rating" positively assesses such a trend, since the level of security of banks has increased along with the increase in profitability. The Agency reminds that capital for banks performs a protective function and is the basis of their solvency. Therefore, the growth of regulatory capital, adequacy of regulatory capital and adequacy of core capital strengthens the level of solvency of the banking system.
The dynamics of the aggregate regulatory capital of banks and the aggregate profit of the banking sector in 2023 were closely related. However, the main share of the banks' profits fell on the banks that were under the control of the state of Ukraine. This share in the first half of 2023 fluctuated between 57.2% and 68.7% (Graph 2).
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Note: Based on data published on the NBU website 
According to the results of the first half of 2023, 64.01% of the profit of the banking system was accounted for by state banks and Sense Bank, which at the time of preparation of this Report had already been nationalized and transferred to state control.
The Agency conducted an analysis of the regulatory capital adequacy of all banks whose public reporting it monitors, and identified the TOP-30 banks based on the value of N2. The first 4 steps in terms of N2 were occupied by banks with foreign capital, which maintained N2 at a surplus level (Table 1).


     Table 1 

TOP-30 banks by H2 level, whose N1 was more than UAH 400 million, as of 01.07.2023
	№
	Bank’s name
	Regulatory capital adequacy normative
	Regulatory capital normative (th UAH)

	1
	JSC "SEB CORPORATE BANK"
	168,63
	654 302

	2
	JSC "Deutsche Bank DBU"
	126,19
	642 013

	3
	JSC "ING Bank Ukraine"
	70,36
	3 566 838

	4
	JSC "UKRSIBBANK"
	59,57
	16 250 377

	5
	AB "CLEARING HOUSE"
	51,51
	918 352

	6
	JSC "OTP BANK"
	41,23
	14 061 406

	7
	JSC "POLTAVA-BANK"
	40,72
	887 712

	8
	JSC "BANK OF INVESTMENTS AND SAVINGS"
	38,32
	658 069

	9
	JSC "CITIBANK"
	38,16
	2 063 407

	10
	JSC "BANK "GRANT"
	37,64
	518 984

	11
	JSC "INDUSTRIALBANK"
	36,07
	1 029 187

	12
	JSC "BANK KREDIT DNIPRO"
	29,15
	1 762 456

	13
	JSC "KREDOBANK"
	29,04
	4 542 654

	14
	JSC CB "PRIVATBANK"
	28,29
	66 600 169

	15
	JSC AB RADABANK
	27,16
	450 824

	16
	JSC "RAIFFEISEN BANK"
	25,38
	18 935 747

	17
	JSC "UNIVERSAL BANK"
	25,37
	10 983 839

	18
	JSC "A - BANK"
	25,04
	2 625 544

	19
	JSC "PUMB"
	24,49
	14 773 731

	20
	JSC "CREDIT AGRICOLE BANK" 
	23,82
	7 361 615

	21
	JSC AB "PIVDENNYI"
	23,30
	4 681 897

	22
	JSC "PIRAEUS BANK MKB"
	22,29
	594 556

	23
	JSC KB "GLOBUS"
	22,24
	724 220

	24
	PJSC "BANK VOSTOK"
	22,23
	2 166 222

	25
	JSC "PROCREDIT BANK"
	20,74
	3 491 226

	26
	JSC "TASKOMBANK" 
	19,49
	3 363 991

	27
	JSC "PRAVEX BANK"
	19,19
	743 464

	28
	JSC "COMINBANK"
	18,56
	632 640

	29
	JSC "IDEA BANK"
	18,51
	980 419

	30
	JSC "OSCHADBANK"
	17,09 
	23 899 233


Note: Compiled based on data published on the NBU website, from the list of banks whose public data the Agency monitors
However, perceiving the ranking data by the level of N2 (table 1), it should be taken into account that in addition to banks with foreign capital, small banks with Ukrainian capital such as CLEARING HOUSE and RADABANK had a high level of N2. The agency positively assesses the presence of such banks with Ukrainian capital in the system: their high solvency reserve makes them safe for depositors, and at the same time, their very work in Ukraine supports competition in the market, where the state's share in the system's assets has exceeded 50%.
The appearance of banks with foreign capital among banks with an excess reserve of N2 according to the results of the first half of 2023 indicates that such banks probably have a high potential of unrealized activity in Ukraine. Also, the high N2 of banks was influenced by the increase in their profit. Separately, it should be noted that the high stock of N2 in banks with foreign capital was not critically important for the banking system precisely because of the profitability of the activity. Such banks as Deutsche Bank DBU (Deutsche Bank, Germany), ING Bank Ukraine (ING Group, Netherlands), CREDIT AGRICOLE BANK (Credit Agricole Group, France), CITIBANK (Citigroup, USA), COMINBANK (non-resident investor, Great Britain) and others already had a very high level of external support from shareholders.
According to the Agency, two groups of banks had the greatest influence on the stability of the banking system in the first half of 2023: banks controlled by the Ukrainian Government and banks with foreign capital. The analysis of historical data from the crises of past years (2008-2009, 2014-2017) and the banks' response to the challenges of 2022 shows that it was the Government and foreign shareholders (excluding Russian) that came to the aid of their banks. During the entire period of analysis (since 2008), there are no precedents when banks controlled by the government of Ukraine or non-residents from far abroad were withdrawn from the market. The largest state-owned bank, PrivatBank, also entered the TOP-30 banks with a high level of N2.
Despite the war and the realization of numerous credit risks as a result of military risks, the banking system of Ukraine is not threatened by a capital deficit. There are more than 50 banks in the system that have a surplus of N2, against this background, the values of capital standards consolidated by the banking system are growing noticeably. The Agency gives a positive assessment of the growth of the level of solvency of the banking system in the conditions of confrontation with the aggressor.
2. Liquidity and resource base
The agency reminds that there are three liquidity regulations in force in Ukraine today:
· LCRac – liquidity coverage ratio standard for all currencies, not less than 100%; 
· LCRfc – liquidity coverage ratio standard in foreign currency, not less than 100%;  
NSFR – standard of net stable financing ratio, not less than 100% (as of April 1, 2023).
In 2022–2023, all three liquidity standards, consolidated by the banking system, gradually increased. The growth was noticeable starting from October 2022. According to the Agency, one of the reasons for the growth is the increase in the investments of Ukrainian banks in NBU certificates of deposit and in Domestic State Loan Bonds (DSLB).
              During the period from 01.01.2022 to 01.08.2023, the liquidity coverage ratio for all currencies (LCRac) increased significantly: from 284.91% to 347.99%. Over the same period, the norm of the liquidity coverage ratio in foreign currency (LCRfc) increased from 262.36% to 358.34% (Graph 3). Similar trends could be observed in the net stable financing ratio (NSFR). The increase in the liquidity of Ukraine's banking system since the beginning of the war, together with the increase in the level of solvency, reduce the probability of a banking crisis in the future, even with the implementation of unacceptable scenarios in the national economy.
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Note: Calculated based on the data published on the NBU website as the average value of the relevant standards for banks, according to the public data of which the Agency monitors
The trends that were revealed during the analysis of the liquidity standards LCRac, LCRfc and NSFR are confirmed by the trends shown by the express analysis of the dynamics of the monetary aggregates of the NBU: М0, М1 and М2 (Graph 4).
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Note: Based on data published on the NBU website
The share of demand deposits in the national currency (M1-M0) in the monetary aggregate M2 during the period from 01.01.2022 to 01.07.2023 ranged from 31.29% to 36.20%. As of July 1, 2023, the share of demand deposits in national currency in M2 decreased to 33.20%, which fully corresponds to the pre-war level (33.83%). This means that the war affected the behavior of bank depositors, who moved part of their funds to demand accounts, but at the beginning of the second half of 2023, the situation improved, and the behavior of depositors returned to pre-war preferences. The identified trend is positively assessed by the Agency.
The ranking according to the LCRac standard as of July 1, 2023 was headed by the bank with foreign capital AGROPROSPERIS BANK. The TOP-30 also included such banks with foreign capital as UKRSIBBANK (BNP Paribas), COMINBANK, PIRAEUS BANK MKB, UNEX BANK, Raiffeisen Bank, etc. Banks controlled by the Government of Ukraine, such as PrivatBank and Oschadbank, also entered the TOP-30 in terms of liquidity provision (Table 2). 

Table 2

	TOP-30 banks by LCRac as of 01.07.2023

№
	Bank’s name
	LCRac 

(not less 100%)
	LCRfc 

(not less 100%)
	NSFR 

(not less 100%)

	1
	JSC "AGROPROSPERIS BANK"
	802,38
	794,25
	359,54

	2
	JSC "POLTAVA-BANK"
	714,36
	223,86
	196,96

	3
	JSC "DEUTCHE BANK DBU"
	571,20
	202,46
	1286,98

	4
	JSC "UKRSIBBANK"
	537,85
	519,84
	368,88

	5
	JSC "PIRAEUS BANK MKB"
	464,03
	227,59
	237,14

	6
	JSC "ING BANK UKRAINE"
	459,80
	236,93
	299,72

	7
	JSC KB "GLOBUS"
	447,57
	332,88
	207,87

	8
	JSC "BANK OF INVESTMENTS AND SAVINGS"
	439,60
	297,50
	198,27

	9
	JSC "ALTBANK"
	411,72
	456,58
	216,26

	10
	JSC "BANK "AVANGARD"
	367,90
	390,81
	401,74

	11
	JSC "RAIFFEISEN BANK"
	359,73
	697,45
	197,54

	12
	JSC "UNEX BANK" 
	348,33
	975,24
	474,82

	13
	PJSC "CB "AKORDBANK"
	340,07
	626,95
	613,53

	14
	JSC AB "PIVDENNYI"
	338,05
	271,23
	225,09

	15
	JSC "UKRBUDINVESTBANK"
	327,80
	819,23
	238,57

	16
	JSC "AB "RADABANK"
	314,39
	188,77
	270,23

	17
	JSC "KRYSTALBANK"
	308,77
	159,55
	280,07

	18
	JSC "CITIBANK"
	293,02
	559,24
	645,94

	19
	JSC "SKY BANK"
	289,12
	310,94
	247,50

	20
	JSC "METABANK"
	283,03
	278,47
	230,88

	21
	JSC "COMINBANK"
	281,42
	342,32
	179,03

	22
	JSC "CREDIT AGRICOLE BANK"
	278,46
	487,90
	358,74

	23
	JSC "AKB "CONCORD" 
	268,47
	194,78
	317,45

	24
	JSC "GRANT BANK" 
	265,33
	228,56
	179,96

	25
	JSC "OTP BANK"
	260,86
	329,76
	219,18

	26
	JSC "MIB"
	255,44
	150,80
	268,46

	27
	JSC "ASVIO BANK"
	254,14
	306,01
	142,15

	28
	JSC "PROCREDIT BANK"
	254,11
	137,64
	166,05

	29
	AB "CLEARING HOUSE"
	253,06
	290,80
	259,43

	30
	JSC "PRAVEX BANK"
	247,35
	412,36
	161,68


Note: Compiled based on data published on the NBU website, from the list of banks whose public data the Agency monitors 

In general, as of July 1, 2023, Ukrainian banks were very well provided with liquidity. This is partly due to the increase in the discount rate in the summer of 2022 and the increase in the yield of NBU certificates of deposit, and then the yield of DSLB. From the values of the liquidity standards consolidated by the banking sector (LCRac, LCRfc and NSFR), it is clear that the system was filled with liquidity, which on average exceeded the minimum value of the standards by 2-3 times. The situation with banks' liquidity provision in the second quarter of 2023 even improved. At the same time, excess liquidity in the banking system was unevenly distributed: we discovered facts when the values of the standards exceeded the limit value of the standard by almost 10 times. The agency positively assesses the situation with excess liquidity in the banking sector, which thus demonstrates its readiness for any reaction of depositors during the war. The Agency also notes the improvement of the situation with ensuring the liquidity of Ukrainian banks in the second quarter of 2023.
3. Quality of assets and lending 
The level of lending to the Ukrainian economy during the war did not show the growth rates observed in peacetime. This trend continued in the second quarter of 2023. The lack of credit activity was caused by the following factors:
· curtailment of lending activity by international banking groups due to the introduction of bans by parent banks. In particular, many banking groups set conditions for Ukrainian subsidiaries to lend within the limits of the volume of credit portfolios that existed at the beginning of the war, and since some of the subsidiary banks of foreign groups measured their portfolios in hryvnia, after the devaluation of the hryvnia, the actual volume of lending decreased;
· availability of an alternative to credit investments in the form of DS NBU and domestic state loan bonds (DSLB);
· limitation of insurance of new projects in Ukraine due to increase in prices for such insurance and problems with payment by insurers for services of reinsurers outside of Ukraine.
There are both negative and positive aspects to slowing down the growth of banks' lending activity. Slowing the growth of lending activity will have a negative impact on the economy of Ukraine and will increase the dependence of economic recovery processes on foreign aid. On the other hand, the banking system now receives a significant amount of resources and redistributes them in favor of liquid assets — more liquid than conventional loans to the real sector. Thus, during the war, the problem of choosing between the impact on economic growth and the level of stability of the banking sector was solved. A completely natural reaction of banks - to hold more liquidity during an unforeseen security situation - guaranteed and guarantees the stable operation of the banking sector during the war.
Today, the impact of the war on the quality of bank loans is tangible, but far from catastrophic. For the period from February 1, 2022, the total amount of NPLs in the banking system of Ukraine grew from UAH 345.13 billion to UAH 425.15 billion, i.e. by 23.18%, which, taking into account inflation and devaluation, should not affect the work of banks at all. It should also be noted that from about April 2023, the share of non-performing loans in the loan portfolio of Ukrainian banks stabilized. In part, this happened due to the fact that banks completed the write-off of problem loans in the occupied territories, the area of which began to decrease due to the successful actions of the Armed Forces of Ukraine. As of July 1, 2023, the average share of NPLs in the banking system stabilized at 39%: this is still more than the pre-war level (by 9-9.5%), but taking into account historical data and the high level of NPLs in state-owned banks, it is quite a successful result for the banking system of Ukraine (Graph 5).
[image: image6.emf]Graph 5. Dynamics of NPLs and shares of NPLs in the loan 

portfolio as a whole in the banking system

345 131

305 072

363 682

429 526

435 201

425 148

30,02%

26,58%

29,71%

33,63%

38,12%

38,94%

0

50000

100000

150000

200000

250000

300000

350000

400000

450000

500000

01.01.2022 01.02.2022 01.03.2022 01.04.2022 01.05.2022 01.06.2022 01.07.2022 01.08.2022 01.09.2022 01.10.2022 01.11.2022 01.12.2022 01.01.2023 01.02.2023 01.03.2023 01.04.2023 01.05.2023 01.06.2023 01.07.2023

25%

27%

29%

31%

33%

35%

37%

39%

41%

NPL (mln UAH)

NPL share  in the loan portfolio, %


      Примітка: Побудовано за даними, опублікованими на сайті НБУ
The agency admits that a small increase in the level of NPLs may continue in the future, and will be stopped as banks begin to increase lending to the economy. A wave of new loans can significantly reduce the NPL level and improve it to values that will be better than the pre-war level. As the reconstruction process begins in Ukraine, excess liquidity from the banking sector will be transformed into new loans. The reality of the implementation of this scenario depends on the success of the actions of the Armed Forces to liberate the occupied territories, and the provision of insurance for project and commercial risks during the war.
Perceiving the data on the TOP-30 banks with the smallest share of NPLs, it should be taken into account that this ranking includes banks that may not have significant volumes of lending, or for which lending was not the main source of income. Among the banks that had significant loan portfolios, the following can be noted from the TOP-30 banks by NPL level: PIRAEUS BANK MKB, PRAVEX BANK, Raiffeisen Bank, CREDIT AGRICOLE BANK, COMINBANK and others (table 3).
Table 3

TOP-30 banks with the smallest share of NPLs as of 01.07.2023, %

	№
	Bank’s name
	Share 
NPL, %
	№
	Bank’s name
	Share NPL, %

	1
	JSC "PIRAEUS BANK MKB"
	5,16%
	16
	JSC "UKRBUDINVESTBANK"
	11,12%

	2
	JSC "BANK AVANGARD"
	5,83%
	17
	JSC "METABANK"
	12,75%

	3
	JSC "ALPARI BANK"
	6,85%
	18
	JSC "POLTAVA-BANK"
	12,95%

	4
	JSC "RVS BANK"
	7,13%
	19
	JSC AB "PIVDENNYI"
	13,03%

	5
	JSC "AP BANK"
	7,41%
	20
	JSC "UNIVERSAL BANK"
	13,65%

	6
	JSC "MOTOR-BANK"
	7,55%
	21
	JSC "PROCREDIT BANK"
	13,82%

	7
	JSC "BANK TRUST-KAPITAL"
	7,71%
	22
	JSC "RAIFFEISEN BANK" 
	14,56%

	8
	JSC "CREDITVEST BANK"
	8,10%
	23
	JSC "UNEX BANK" 
	16,21%

	9
	JSC AKB "LVIV"
	8,95%
	24
	AB "CLEARING HOUSE"
	16,21%

	10
	JSC "SKY BANK"
	10,05%
	25
	JSC "UKRSIBBANK"
	16,66%

	11
	JSC "ING BANK UKRAINE"
	10,15%
	26
	JSC "CREDIT AGRICOLE BANK"
	17,25%

	12
	JSC "POLIKOMBANK"
	10,43%
	27
	JSC BANK "UKRAINIAN CAPITAL" 
	17,61%

	13
	PJSC "BANK VOSTOK"
	10,72%
	28
	JSC "TASKOMBANK"
	18,52%

	14
	JSC "PRAVEX BANK"
	10,95%
	29
	JSC "COMINBANK"
	19,14%

	15
	JSC "ALTBANK"
	11,09%
	30
	JSC "PUMB"
	19,34%


Note: Compiled based on data published on the NBU website, from the list of banks whose public data the Agency monitors
             Consequently, the decline in the quality of bank loan portfolios during the war was noticeable, but not critical, and when adjusted for inflationary processes and devaluation, the change in the level of NPLs in bank loan portfolios could be considered insignificant and far from catastrophic consequences. In the second quarter of 2023, the level of NPLs in the loan portfolio of Ukrainian banks stabilized. At the same time, given the increase in system liquidity, banks have the potential to issue new loans, which will reduce the level of NPLs. The possibility of starting the process of reconstruction of Ukraine already in 2024 will improve the prospects of the Ukrainian credit market.
4. Profitability
The Agency conducted an analysis of the profitability of the banking sector in Ukraine based on statistical data for 2022 and the first half of 2023. It should be taken into account that 2022, full of war risks, became a significant test for banks, but the banking system remained profitable. The aggregate profit of banks after taxation for 2022 amounted to UAH 24.716 billion, and for the first half of 2023 it grew to UAH 67.648 billion. Loss-making work of banks was observed for the period from March to June 2022. From July 2022, the profits of banks began to grow steadily, and this trend was continued in 2023.
The trends that were revealed when analyzing the ratio of net commission income to net interest income remain interesting. The year 2022 was the year of the NBU's interest rate policy, which was unexpected for most banks, which in June 2022 increased the discount rate. The NBU's necessary step to combat inflation has become a generator of interest rate risks for banks. In the opinion of the Agency, the level of independence of bank income from interest rate risk can be shown by the ratio between NFCI and NII. The higher this indicator is, the more the bank's income will be protected from fluctuating interest rates. Since the beginning of the war, the ratio of NFCI to NII as a whole in the banking system has decreased from 42.07% to 27.35% (Graph 6).
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Note: Based on data published on the NBU website
An additional analysis of the monthly volume of NFCI and NII in the banking system as a whole showed that starting from March 2022, the key indicators of the profitability of banking operations in terms of NFCI have steadily increased every month (Graph 7).
[image: image8.emf]Graph 7. Dynamics of the monthly volume of NFCI and NII in the 

banking system as a whole, mln UAH 

11 822

10 414

11 415

12 647

14 659

16 139

15 770

16 145

16 069

4 974

2 013

3 962

3 926

5 615

4 626

5 677

4 905

3 857

4 789

0

2 000

4 000

6 000

8 000

10 000

12 000

14 000

16 000

18 000

January 2022 February 2022

March 2022

April 2022

May 2022

June 2022 July 2022 August 2022 September 2022 October 2022 November 2022 December 2022

January 2023 February 2023

March 2023

April 2023

May 2023

June 2023

Net interest income (NII)

Net fee and commission income

(NFCI)
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However, the study of the situation on the market showed that as of 2022, there were banks in the sector whose ratio of NFCI to NII significantly exceeds this indicator for the banking system of Ukraine, and this is not an anomaly caused by the action of temporary factors, but the result of a well-thought-out business model. For example, COMINBANK, a bank with the participation of foreign capital, according to the results of 2022, had a ratio of NFCI to NII at the level of 559%, that is, its net commission income was 5.6 times more than net interest income. In the first half of 2023, the ranking was headed by ACORDBANK with the value of this ratio at the level of 104.61%, COMINBANK took the sixth place in the ranking. Banks with Ukrainian capital, such as BANK VOSTOK, GLOBUS, RADABANK, etc., entered the TOP-30 in terms of the ratio of NFCI and NII (table 4).
Table 4
TOP-30 banks by the level of the ratio of net commission income (NII) 
to net interest income (NFCI) according to the results of the first half of 2023
	№
	Bank’s name
	NFCI/NII
	Profit after taxation, 
th. UAH

	1
	PJSC "CB "AKORDBANK"
	104,61%
	43,79

	2
	JSC "METABANK"
	88,51%
	0,87

	3
	JSC "BANK "UKRAINIAN CAPITAL" 
	59,48%
	1,19

	4
	JSC "ALTBANK"
	57,82%
	26,68

	5
	JSC "COMINBANK"
	53,49%
	77,69

	6
	JSC "SENSE BANK"
	44,16%
	2 143,65

	7
	PJSC "BANK VOSTOK"
	43,41%
	249,45

	8
	JSC KB "GLOBUS"
	42,56%
	33,63

	9
	JSC CB "PRIVATBANK"
	41,78%
	29 749,26

	10
	JSC "ASVIO BANK"
	38,19%
	15,58

	11
	JSC "OSCHADBANK"
	38,10%
	6 838,25

	12
	JSC AKB "LVIV"
	35,17%
	63,72

	13
	JSC "UKREXIMBANK"
	34,45%
	1 975,92

	14
	JSC AB "PIVDENNYI"
	33,29%
	534,73

	15
	JSC "POLTAVA-BANK"
	32,39%
	116,67

	16
	JSC "MOTOR-BANK"
	32,09%
	-43,70

	17
	JSC "PIRAEUS BANK MKB"
	31,69%
	69,88

	18
	JSC "AB "RADABANK"
	27,04%
	20,88

	19
	JSC "BANK OF INVESTMENTS AND SAVINGS"
	26,72%
	38,11

	20
	AB "UKRGASBANK"
	24,26%
	2 596,07

	21
	АКБ "JSC "INDUSTRIALBANK""
	22,59%
	110,77

	22
	AB "CLEARING HOUSE"
	22,58%
	265,96

	23
	JSC "RAIFFEISEN BANK" 
	20,00%
	3 118,67

	24
	JSC "PRAVEX BANK"
	18,81%
	-28,50

	25
	JSC "PUMB"
	18,29%
	3 676,53

	26
	JSC "KREDOBANK"
	17,83%
	914,80

	27
	JSC "KRYSTALBANK"
	15,22%
	30,31

	28
	JSC "OTP BANK"
	14,25%
	2 854,46

	29
	JSC "AGROPROSPERIS BANK"
	13,87%
	32,86

	30
	JSC "EPB"
	13,77%
	8,90


Note: Compiled based on data published on the NBU website, from the list of banks whose public data
 the Agency monitors
            Therefore, the first half of 2023, due to the high level of rates on deposit certificates of the NBU and DSLB, affected the business model of banks. Not only the ratio between NFCI and NII decreased in the banking system as a whole, but the ratio also decreased among the TOP-10 banks according to this indicator: from 500-600% to 55-106%. Banks followed the NBU, which created more acceptable conditions for receiving interest income than commission income. The change in banking business models in the first half of 2023 is of a cyclical nature. As the NBU rate decreases, those banks that previously relied more on commission income will be more ready to lower interest rates.
5. Countermeasures against military risks 
             In general, the banking system of Ukraine coped with military risks. One of the important risks that war significantly affects is operational risk. Temporary occupation of certain territories of Ukraine, physical destruction of bank branches and infrastructure, turning off lights, etc. - all these factors contribute to the implementation of operational risk in banks. The NBU played an important role in countering these risks.
1. At the beginning of the war, the National Bank of Ukraine expanded the regulatory framework that allowed cash withdrawals at supermarket cash registers and other retail establishments. This relieved the burden on the banking system and made it possible to provide the population with cash hryvnia more efficiently. As a result, the settlement infrastructure in the segment of conversion of non-cash hryvnia into cash expanded, which had a positive effect on the system's ability to satisfy the population's demand for cash.
2. Implementation of the POWER BANKING project with the help of the NBU (organization of the network of bank branches that work even in the absence of light) stabilized the work of the banking sector during the blackout. Currently, the POWER BANKING network has more than 2,300 branches equipped with alternative energy sources and backup communication channels, enhanced cash collection and additional staff. Currently, about 70% of all branches of the POWER BANKING network belong to systemically important banks, a third - to branches of other banks. The presence of this project strengthened the banking sector's opposition to Russia's military aggression against Ukraine.
3. Despite the war, the NBU continued to improve the payment infrastructure. Thus, on April 1, 2023, the transition to the operation of the new generation Electronic Payment System (EPS) according to ISO 20022 standards, which works around the clock (24/7), took place. The transition to ISO 20022 together with the introduction of IBAN create a technological basis for joining Ukraine to the Single Euro Payments Area (SEPA) and implementing instant payment services in Ukraine. The international standard ISO 20022 is a universal way of interaction of various automated systems of financial and trading market participants in the world. It is the basis of the functioning of European payment systems.
4. The banking sector of Ukraine organized itself during the war and demonstrated a high level of social responsibility. The agency actively monitors the actions of banks, which can be attributed to the policy in the field of social responsibility. In August 2023, the Agency conducted a repeated study of social responsibility and compiled a list of socially responsible banks. The Agency has identified the TOP-3 banks by the level of social responsibility. The group of leaders in the rating by the level of social responsibility included the following banks:
1. JSC "COMINBANK"

2. JSC "АB "RADABANK"

3. PJSC "AKORDBANK"
            5. The agency reminds that the banking sector also suffers from hacker attacks. It is known from public information that during the war hacker attacks were carried out on UNIVERSAL BANK (Monobank brand), PrivatBank and other popular banks and portals of state institutions. The enemy tried to sow panic in the banking sector through an attack on IT systems and take advantage of the high level of digitization of the banking sector. But thanks to the coordinated actions of the banks and the NBU, such attacks did not cause significant damage to the banking sector, although they did cause some discomfort.
6. Artificial attempts to destabilize the situation in the banking sector during the war are a classic measure in the general list of actions of the enemy's special services. The banking sector of Ukraine was one of the priority targets of the aggressor from the beginning of the invasion. In the first days of the great war, the banking sector survived, including thanks to the concerted actions of the NBU and banks. However, in view of the new wave of information attacks in the spring and summer of 2023, it can be concluded that the enemy, who failed to physically destroy the banking infrastructure, is now trying to sow panic among Ukrainians. This is evidenced by the "black PR" that Ukrainian banks and the NBU are currently dealing with.
According to the Agency's observations, the origin of the threat is indicated by the fact that commissioned materials against banks and the NBU are placed on resources that the country's authorities have already publicly identified as those coordinated by the aggressor country with a corresponding public call to avoid such channels of information, because they are a dangerous source of information. Unfortunately, systematic destructive work is being carried out against the banking sector of our country. Panic moods, which play into the hands of the aggressor, were deliberately fueled by relevant information campaigns.
The enemy uses any excuse to sow panic: from the leak of information about a failed bank check to the impact of the bankruptcy of small American banks in the US on the mood of Ukrainian depositors. The commissioned articles are attempts to discredit not only a specific bank, but also the actions of the NBU and its management. Such nonsense, on the one hand, is very easily refuted by a simple fact check in official sources of information, on the other hand, it is an eloquent testimony of systematic attempts to shake the Ukrainian banking system as a whole. Criminal activities are conducted in an organized and professional manner, with fabricated references to the intentions of the market regulator. Some articles are accompanied by edited photo/video materials and contain the names of real companies.
This situation is not the first time: at the beginning of the summer of 2022, some banks have already faced a wave of information attacks. Some were even artificially accused of false connections with the enemy (Russian Federation). Not only the banking system was targeted, but also the energy system of Ukraine. Both systems are important for the Ukrainian economy, their work affects the mood of the population, the demand for cash from the population, as well as the level and structure of consumption. Fortunately, both systems survived. The banking sector manages to be stable thanks to quick self-organization, efficient and systematic work of the NBU, the Government, and special services responsible for national security.
The Bureau of Economic Security of Ukraine, together with the Security Service of Ukraine, conducts an audit of the activities of a number of commercial banks. Such checks are a normal practice. They in no way indicate that the banking system of Ukraine, and in particular the banks undergoing such an inspection, are in danger. Moreover, against the background of information attacks, the transparency of the banking system is the basis for internal economic and political stability, therefore the conscious banking sector comprehensively supports it and contributes to measures aimed at building a self-sufficient, independent, professional, strong and protected banking sector of Ukraine.
Banks conduct an open communication policy, and also strengthen financial monitoring measures, including with the aim of nullifying possible attempts by the enemy to use them for their criminal purposes - to strike both from the inside and from the outside. The agency calls on the banking sector to increase the level of self-organization and maintain transparent relations with financial monitoring bodies in order to minimize the risks of financing enemy operations inside the country. Unlike the aggressor country, Ukrainian banks publish quarterly reports, and the NBU publishes monthly reports on the work of banks. The market receives regular statistics on the consolidated indicators of the banking system, which are qualitative and indicate the real state of the system.
The agency positively assesses the efforts of the National Bank of Ukraine and Ukrainian banks, which are aimed at preserving the transparency of the banking system in wartime conditions, which already in the first half of 2023 made it possible to return to pre-war levels in terms of key indicators of the banking system.
6. Fight against money laundering
In 2023, the NBU withdrew 2 banks from the market for money laundering. CONCORD (08/01/2023) and IBOX BANK (03/07/2023) were stripped of their banking license and sent for liquidation. RA Standard-Rating warns the banking community not to make money laundering and tax evasion part of its business model. The war made it very difficult for Ukrainian banks to implement the "know your customer" (KYC) principle, so individual mistakes are quite acceptable, but if banking supervision checks show that the bank received its main income from dubious transactions, such a banking business has no right to exist.
According to the statistical reports of banks, which are public, it is very difficult to determine whether a bank is involved in money laundering or tax optimization schemes. Specific information received from the bank is analyzed by the banking supervision of the NBU, and it also makes a decision to withdraw the bank from the market. Therefore, the violation by the banks of Ukraine of the legislation, which counteracts money laundering and optimization of tax payments, becomes a very real factor affecting the viability of Ukrainian banks. Individual depositors are protected from the withdrawal of unscrupulous banks from the market, as 100% of citizen deposits are covered by the guarantees of the Individual Deposit Guarantee Fund, but legal depositors should follow the events surrounding the banks in which they invest. Banks that are involved in money laundering and tax evasion schemes, as a rule, avoid rating, publicity, receive fines from the NBU in advance or appear in the news of the State Financial Monitoring Service.
7. Methodology of calculations 
The rating agency "Standard Rating" provides data of banks and other financial institutions in its public products on an "as is" basis, i.e. as they are on the website of the National Bank of Ukraine (NBU) and banks. 

RA "Standard Rating" can carry out its own calculations of statistical indicators of banks' work, using generally accepted calculation methods, statistical formulas and methods. The results of the Agency's calculations may contain rounding within the limits of generally accepted mathematical rules.
In the Report on the stability of the banking sector, the Agency uses the method of cleaning the series of dynamics from statistical anomalies, when one of the bank's indicators is ten times higher than the normal value in the banking system as a whole. In this case, the bank may be excluded from the sample, and the value of its standards may not be taken into account when calculating the average value of the standard for the banking system. Alignment of the series of dynamics according to standards is allowed if the value of the indicator is given on a separate date (for example, at the beginning of the month).
Since 2018, the Agency excludes from its public research banks that are registered in Ukraine, but that work in narrow markets, are captive, or are created to serve 1-2 clients. Banks that were fully or partially controlled by the government of the Russian Federation or owned by shareholders who lost their business reputation are also excluded from public research. In addition, banks whose activities the Agency considers non-transparent are excluded from the study.
8. Conclusions
             Artificial attempts to destabilize the situation in the banking sector during the war are a classic measure in the general list of actions of the enemy's special services. Unfortunately, the banking sector of Ukraine was one of the priority targets of the aggressor from the beginning of the invasion. In the first days of the great war, the banking sector survived, including thanks to the concerted actions of the NBU and banks. However, given the new wave of information attacks in the first half of 2023, it can be concluded that the enemy, who failed to physically destroy the banking infrastructure, is now trying to sow panic among Ukrainians and hit our economy. This is evidenced by the "black PR" that Ukrainian banks are currently dealing with. In order to counter artificial risks, the source of which is the aggressor country, the Rating Agency "Standard-Rating" conducted a repeated diagnostic examination of the banking sector and prepared a special Report on the stability of the banking sector, which outlined the main results of such an examination.
1. The aggregate regulatory capital of banks began to grow continuously from October 2022: from that time to July 1, 2023, it grew by 28% to UAH 251.5 billion. Over the same period, the regulatory capital adequacy standard (up to 24.3%) and the core capital adequacy standard (up to 14.81%) showed significant growth. The identified trend is related to the increase in profitability of banks due to the high level of interest rates on deposit certificates of the NBU and DSLB. RA "Standard-Rating" positively evaluates the revealed trend, because together with the increase in profitability, the level of solvency / security of banks has also increased.
2. Such banks as Deutsche Bank DBU (Deutsche Bank, Germany), ING BANK (ING Group, Netherlands), CREDIT AGRICOLE BANK (Credit Agricole Group, France), CITIBANK (Citigroup, USA), COMINBANK (portfolio investor from Great Britain) and others made it to the TOP-30 banks with the highest regulatory capital adequacy, but they still had a very high level of external support from shareholders. In addition to banks with foreign capital, banks with Ukrainian capital such as CLEARING HOUSE and RADABANK had a high level of N2. The agency positively assesses the presence of such banks with Ukrainian capital in the system: their high solvency reserve makes them safe for depositors, and at the same time, their very work in Ukraine supports competition in the market, where the state's share in the system's assets has exceeded 50%.
3. During the period from 01.01.2022 to 01.08.2023, the liquidity coverage ratio for all currencies (LCRac) increased significantly: from 284.91% to 347.99%. Over the same period, the foreign currency liquidity coverage ratio (LCRfc) increased from 262.36% to 358.34%. Similar trends could be observed in the net stable financing ratio (NSFR). The share of demand deposits in the national currency as of July 1, 2023 decreased almost to the pre-war level and amounted to 33.20%.
4. The ranking according to the LCRvv standard as of July 1, 2023 was headed by the bank with foreign capital AGROPROSPERIS BANK. The TOP-30 also included such banks with foreign capital as UKRSIBBANK (BNP Paribas), COMINBANK, PIRAEUS BANK MKB, UNEX BANK, PRAVEX BANK, Raiffeisen Bank, etc. Banks controlled by the Government of Ukraine, such as PrivatBank and Oschadbank, also entered the TOP-30 in terms of liquidity provision. In general, as of July 1, 2023, Ukrainian banks were very well provided with liquidity. This is partly due to the increase in the yield of NBU Certificates of Deposit, and then the yield of DSLB.
5. For the period from 01.01.2022 to 01.07.2023, the amount of NPLs increased from UAH 345.13 billion to UAH 425.15 billion, or by 23.18%, which, taking into account inflation and devaluation, should not affect work at all banks As of July 1, 2023, the share of NPLs stabilized at 38.94%: this is still more than the pre-war level (by 9-9.5%), but taking into account the dynamics of the level of NPLs in state-owned banks, it is quite an acceptable level for Ukraine. Among the banks that had significant loan portfolios, the following can be noted from the TOP-30 banks by NPL level: PIRAEUS BANK MKB, PRAVEX BANK, Raiffeisen Bank, CREDI AGRICOLE BANK, COMINBANK, etc.
6. Since the beginning of the war, the ratio of net commission income (NFCI) to net interest income (NII) in the banking system as a whole has decreased from 42.07% to 27.35%. Under the influence of rising interest rates, the business model of many banks has changed. Thus, the bank with the participation of foreign capital, COMINBANK, according to the results of 2022, had a ratio of NFCI to NII at the level of 559%. In the first half of 2023, the ranking was led by ACORDBANK with a value of 104.61%, and COMINBANK took the sixth place in the ranking. Banks with Ukrainian capital, such as BANK VOSTOK, GLOBUS, RADABANK, etc., were included in the TOP-30 by the ratio of NFCI and NII. As the NBU rate decreases, those banks that previously relied more on commission income will be more ready to lower interest rates.
7. According to RA "Standard-Rating", the increase in the level of interest rates in Ukraine provided Ukrainian banks with a significant reserve of regulatory and fixed capital, and also increased the level of liquidity of the system in national and foreign currency by an order of magnitude. At the same time, the POWER BANKING project of the NBU and the banking community became an effective response and countermeasure to Russian aggression, which was aimed at destroying the banking and settlement infrastructure.
8. The banking sector of Ukraine organized itself during the war and demonstrated a high level of social responsibility. In August 2023, the Agency conducted a repeated study of social responsibility and compiled a list of socially responsible banks. The Agency has identified the TOP-3 banks by the level of social responsibility. The group of leaders in the rating by the level of social responsibility included the following banks:
1. JSC "COMINBANK"

2. JSC "АB "RADABANK"

           3. PJSC "AKORDBANK"
9. In 2023, the NBU withdrew 2 banks from the market for money laundering. CONCORD (01.08.2023) and IBOX BANK (03.07.2023) were stripped of their banking license and sent for liquidation. RA "Standard-Rating" warns the banking community not to make money laundering and tax evasion part of the business model. The war made it very difficult for Ukrainian banks to implement the "know your customer" (KYC) principle, so individual mistakes may occur as an exception to the rules, but if banking supervision checks show that the bank received its main income from dubious transactions, such banking business has no right for existence
10. In general, it can be concluded that the level of capital provision of the banking system of Ukraine has increased, and the level of liquidity provision of banks has also increased. At the same time, the level of non-performing loans in the credit portfolio of the banking system was stabilized. The identified trends of increasing the stability of the banking system became possible thanks to the growth of profitability of the banking business and the actions of the NBU, which were aimed at containing inflation.
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