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Research Update:

Kazakhstan-Based Nurbank 'B/B' Ratings
Affirmed; Outlook Stable

Overview

 Nurbank has been able to significantly reduce its |egacy problemloans in
2013-2014 and we expect the bank's nonperforming | oans to remain bel ow
15%in 2015.

* At the same time, the bank's profitability remins poor and insufficient
to build up enough capital internally to match asset growth, resulting in
gradual erosion of its capital base.

e Therefore, we are affirmng our 'B/B'" and 'kzBB+' ratings on Nurbank

e The stable outl ook bal ances our expectation that Nurbank will continue
its new business generation and gradual reduction of |egacy problem
assets while maintaining capitalization and liquidity at current |evels.

Rating Action

On Feb. 26, 2015, Standard & Poor's Ratings Services affirmed its 'B/ B | ong-
and short-termcounterparty credit ratings on Kazakhstan-based Nurbank JSC.
The outl ook is stable.

At the same time, we affirned our 'kzBB+' Kazakhstan national scale rating on
t he bank.

Rationale

The affirmation reflects two opposite dynam cs affecting Nurbank

e Capital ratios that are continuing to weaken from previously strong
levels, as profitability is not robust enough to build up capita
internally and to match dynam c asset growth. W expect capitalization to
remai n at adequate |levels in 2015-2016 though; and

 The cl ean-up of sizable | egacy probl em assets and reduction of exposure
to the risky real estate and construction sectors, which has inproved the
bank's risk profile.

Nurbank is operating in the context of a deterioration of econom c prospects
i n Kazakhstan and risks of further depreciation of the Kazakhstani tenge (KZT)
in 2015, which could weaken Kazakh banks' asset quality and fundi ng.

Overall, in our view the conbined capital and risk positions remain a negative
rating factor for Nurbank. We have revised our capital and earni ngs assessment
to "adequate" from "strong", and our assessnent of risk position to "noderate"
from"weak," as defined in our criteria.
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We expect our risk-adjusted capital (RAC) ratio to be in the 7.0% 7. 7% range
in 2015-2016. Loan bal ances (new | oan generation and novenent of | egacy
probl em | oans of f bal ance sheet) and provisioning expenses greatly influence
our RAC ratio. If the bank's future growmh and provisioning rates and its
capital policy and philosophy differ fromour current expectations, we could
revi se our RAC forecast.

Qur forecast for 2015-2016 is based on the follow ng assunptions for Nurbank

 Loan growt h of about 5% 10% annual |l y.

« No sharehol der capital injections.

* Low earnings contribution to the capital base with return on assets of
about 1%

* Cost of risk of 1.5% 2%

Nur bank's profitability has been historically poor. In the first nine nonths
of 2014, Nurbank achi eved a nodest ROA of 1% and return on equity (ROE) of
7.3% W expect the nore dynami c generation of new business and problem | oan
recoveries to support gradual profitability inproverments in 2015-2016, but
this will largely depend on the nmagnitude of the sl owdown in Kazakhst an.
However, we expect the bank's profitability to remai n nodest.

At the sanme tinme, froma ratings perspective, we consider that Nurbank's risk
position has inproved over the past two years fromweak levels and is nore in
line with that of other Kazakh banks and peers in systens with econonic risk
simlar to Kazakhstan's. This reflects a significant reduction in its problem
| oans, reduced exposure to the real estate and construction sector, asset
quality in the loan portfolio generated since 2011 being at peers' |evels, and
noderate growt h rates compared with other midsize banks.

In 2014, Nurbank significantly reduced its nonperform ng | oans (NPLs; | oans
over 90 days overdue) to 13.2% (KZT26.6 billion) as of year-end 2014,
according to regulatory data, from 29.3% (KZT56.9 billion) as of year-end
2013. The bank was able to conply with the National Bank of Kazakhstan's
target of a maxi mum of 15% NPLs for all Kazakh banks at year-end 2014.
According to international financial reporting standards (1 FRS), NPLs were
17. 2% (KZT40.7 billion) as of year-end 2014. Restructured | oans accounted for
an additional 22% of total |oans as of Dec. 1, 2014.

The bank achi eved NPL reduction in 2014 through

 Transfer of KZT2.6 billion of problemloans to the bank's speci al - purpose
vehicle (SPV) for managi ng probl em assets;
* Sale of KZT14.2 billion of loans to third-party collection conpanies;

e Wite-off of KZT21 billion of problemloans; and
e Continued asset recoveries through sale of collateral and | ega
col l ection.

Asset quality in the portfolio generated since 2011, which accounted for 56%
of total loans as of Dec. 1, 2014, is overall in line with peers'. NPLs were
9% for this portfolio, largely influenced by 27% NPLs in the point-of-sale
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consuner segment.

We note, however, that previously there have been delays with selling a few

| arge | egacy problemloans to third-party collection conpanies, which slowed
down t he bal ance sheet clean up in 2014. W will closely nonitor the bank's

further progress in this area.

The bank's exposure to the construction and real estate sectors is about 25%
of total loans as of Dec. 1, 2014, which is in line with the system average.

It declined from39% as of June 1, 2012, follow ng the sale of problemloans
in this segnment to third-party collectors and transfer to the SPV.

I ndi vi dual | oan concentrations conpare well with those of peers in the
Commonweal th of | ndependent States, whose average | oan concentrations exceed
2x. W estimate that Nurbank's 20 | argest |oans accounted for 1.8x its tota
adjusted capital at nid-2014.

There have been no changes to the other factors that we take into account when
assessi ng the SACP

Outlook

The stabl e outl ook on Nurbank bal ances our expectation that the bank will
continue its new business generation and gradual reduction of |egacy problem
assets while maintaining capitalization and liquidity at adequate |evels.

A negative rating action would follow if the positive trend in NPLs reverses,
especially if we see above-peer growh in NPLs in the |oan portfolio generated
after 2011. We would al so view negatively a further reduction of Nurbank's

| oss-absorption capacity, due, for instance, to aggressive bal ance sheet
growt h, higher provisioning expenses than we currently forecast, or materia
negative one-tine itens that reduced our projected RACratio to bel ow 7%

A positive rating action is unlikely over the com ng 12-18 nonths, as we
consi der the weaker econom c prospects in 2015 and volatility in the donestic
currency will not be supportive of an inprovenment in Nurbank's financial
profile.

Ratings Score Snapshot

To From
I ssuer Credit Rating B/ St abl e/ B B/ St abl e/ B
SACP b b
Anchor bb- bb-
Busi ness Position Moderate (-1) Moderate (-1)
Capital and Earnings Adequat e (0) Strong (+1)
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Ri sk Position Moderate (-1) Weak (-2)
Fundi ng and Liquidity Aver age Aver age
and Adequate (0) and Adequate (0)
Suppor t 0 0
GRE Support 0 0
G oup Support 0 0
Sover ei gn Support 0 0

Addi ti onal Factors 0 0

Related Criteria And Research

Related Criteria

* National And Regional Scale Credit Ratings, Sept. 22, 2014

e Banking Industry Country Ri sk Assessnment Met hodol ogy And Assunpti ons,
Nov. 9, 2011

* Banks: Rating Methodol ogy And Assunptions, Nov. 9, 2011

e« Bank Capital Methodol ogy And Assunptions, Dec. 6, 2010

Ratings List

Ratings Affirmed

Nur bank JSC

Counterparty Credit Rating B/ St abl e/ B
Seni or Unsecured B
Subor di nat ed CCC+
Kazakhst an National Scal e
Counterparty Credit Rating kzBB+/ - -/ - -
Seni or Unsecured kzBB+
Subor di nat ed kz BB-

Additional Contact:
Financial Institutions Ratings Europe; FIG_Europe@standardandpoors.com

Conplete ratings information is available to subscribers of RatingsDi rect at
www. gl obal creditportal.comand at spcapitalig.com Al ratings affected by
this rating action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press O fice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Moscow 7 (495) 783-4009.
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