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Key Indicators

Credit Europe Bank Ltd.
[1]2009 2008 2007 2006 2005 Avg.

Total Assets (US$ million) 2294.25 2295.00 2122.14 1080.05 492.66 1656.82
Shareholders' Equity (US$ million) 416.23 391.95 293.36 104.29 40.39 249.24
Return on Average Assets 2.23 2.01 1.24 0.91 1.84 1.65
Recurring Earnings Power [2] 7.30 7.25 4.74 6.51 7.60 6.68
Net Interest Margin 8.93 11.42 9.71 10.96 12.39 10.68
Cost/Income ratio (%) [3] 39.97 45.98 59.19 52.43 51.14 49.74
Problem Loans % Gross Loans 7.01 4.48 3.45 5.37 5.49 5.16
Equity % Assets 18.14 17.08 13.82 9.66 8.20 13.38

[1] As of December 31. [2] Preprovision income % average assets. [3] Non-Interest Expense % Operating Income.

Opinion

SUMMARY RATING RATIONALE

Moody's assigns a bank financial strength rating (BFSR) of E+ to Credit Europe Bank Ltd (CEB Ltd), which translates
into a baseline credit assessment (BCA) of B1. The rating reflects the bank's historical reliance on wholesale sources
for funding that, along with a very high concentrated nature of the bank's non-equity funding, makes the bank liquidity



position potentially vulnerable to availability of market refinancing and/or departure of large non-resident clients, which
currently form a large portion of CEB Ltd's funding.

However, the BFSR also reflects the bank's robust profitability and sound operating efficiency, underpinned by a
strong net interest margin and CEB Ltd's high capital adequacy level, which currently provides a firm cushion for any
significant potential risks of asset quality deterioration. The rating also derives from the bank's good risk positioning
profile, including the high quality of its management, adequate corporate governance and good credit risk
management.

In accordance with Moody's Joint Default Analysis (JDA) methodology, CEB Ltd's long-term global local currency
(GLC) deposit rating is at the Ba3 level, incorporating our assessment of a high probability of support from the bank's
immediate parent, Credit Europe Bank N.V. (rated Ba2/D, negative outlook/Not Prime). Moody's believes that the
probability of systemic support is negligible. Our overall support assessment results in a one-notch uplift in the long-
term GLC deposit rating from the B1 BCA

Thus, the deposit and debt ratings of CEB Ltd incorporate three main elements: (i) the bank's B1 BCA, (ii) Moody's
assessment of a high probability of support from the bank's parent, Credit Europe Bank N.V., and (iii) the seniority of
its deposits and debt.

Credit Strengths

- Direct majority ownership by Credit Europe Bank N.V. enhances debt and deposit ratings

- Sound recurring earnings power underpinned by healthy interest margins

- High capital adequacy level with Tier 1 ratio of 20%

- Good risk positioning profile arising from adequate corporate governance and good credit risk management

Credit Challenges

- High reliance on concentrated wholesale market sources for funding is a key rating concern

- High deposit base concentration makes the bank's liquidity profile potentially vulnerable to a departure of large clients

- High geographical loan book concentration on customers from Moscow and the Moscow region

Rating Outlook

The bank E+ BFSR carries a stable outlook, while its long-term debt and deposit ratings carry a negative outlook that
reflects the negative outlook on the ratings of the parent and pressure on the bank's financial fundamentals arising
from difficult credit conditions in Russia.

What Could Change the Rating - Up

The likelihood of an upgrade of the bank's ratings in the medium term is low, which is captured in the stable outlook on
the bank's E+ BFSR and negative outlook on its Ba3 debt and deposit ratings.

What Could Change the Rating - Down

A downgrade of the bank's E+ BFSR is unlikely in the short-to-medium term, as captured in the stable outlook.
However, the bank's Ba3 long-term debt and deposit ratings could be downgraded if the ratings of the bank's parent,
Credit Europe Bank N.V. (rated Ba2/D, negative outlook/Not Prime), which currently carry a negative outlook, were to
be downgraded and/or if the bank's financial fundamentals, particularly its liquidity profile were to deteriorate.

Recent Results and Company Events

CEB Ltd reported total audited IFRS assets of RUB69.4 billion (US$2.3 billion) and shareholders' equity of RUB12.6
billion (US$417 million) at end-2009. The bank recorded net income of RUB1.5 billion (US$50.5 million) for the year
ending 31 December 2009, an increase of 27.5% compared to the year ending 31 December 2008.

In October 2009, the bank issued US$150 million of Eurobonds, maturing in 2012.

In November 2009, Moody's confirmed the bank's long-term debt and deposit ratings following the confirmation of the
ratings of its parent, Credit Europe Bank N.V.



DETAILED RATING CONSIDERATIONS

Detailed considerations for Credit Europe Bank Ltd's currently assigned ratings are as follows:

Bank Financial Strength Rating

Moody's assigns an E+ BFSR to CEB Ltd. The rating is underpinned by the bank's robust profitability and sound
operating efficiency, which are underpinned by a strong net interest margin and its high capital adequacy level, which
currently provides a firm cushion for any significant potential risks of asset quality deterioration. The rating also
derives from the bank's good risk positioning profile, including the high quality of its management, adequate corporate
governance and good credit risk management. These strengths are offset by the bank's historical reliance on
wholesale sources for funding that, along with a very high concentrated nature of the bank's non-equity funding,
makes the bank liquidity position potentially vulnerable to availability of market refinancing and/or departure of large
non-resident clients, which currently form a large portion of CEB Ltd's funding.

As a point of reference, the assigned BFSR is two notches lower than the outcome generated by Moody's bank
financial strength scorecard. Moody's believes the E+ adjusted rating is an appropriate measure of the bank's
financial strength given the high reliance on wholesale concentrated sources for funding.

Qualitative Rating Factors (70%)

Factor 1: Franchise Value

Trend: Neutral

Headquartered in Moscow, CEB Ltd operates a network of 92 branches and 181 ATMs countrywide, with the
entrenched office coverage in the Moscow region. This determines the geographical concentration of the bank's loan
book, where two-thirds of the loan book was originated to customers in Moscow and the Moscow region as of 31
December 2009.

The bank focuses its strategy on providing loans to: (i) well-known Russian corporate clients with an established track
record of operations; and (ii) to retail customers which are provided with a vast range of retail lending products, of
which car and the range of unsecured lending products are the key niches. CEB Ltd `s loan book is evenly split
between corporate and retail segments that makes the bank more flexible amid difficult credit conditions in prioritising
more profitable products. This, in addition, is underpinned by a relatively strong lending expertise in the all major
lending products the bank operates despite the relatively small market shares of the bank in the each of these
segments.

At the same time, CEB Ltd's franchise is negatively affected by deposit-taking positions, as collecting the deposits of
local customers was not previously considered management's major strategy given the bank's historically high
reliance on the wholesale market and parent funding.

We assign a D- score for franchise value, which is supported by the high business diversification between lending
products and sectors, along with an expertise in the business niches CEB Ltd operates. However, the bank's score
for franchise is constrained by relatively low market shares (CEB Ltd's total assets account for less than 0.5% of the
system's total assets) in all segments it operates, coupled with a high concentration of business in Moscow and the
Moscow region.

Factor 2: Risk Positioning

Trend: Neutral

As the subsidiary of a foreign bank, CEB Ltd adheres to the corporate governance policy of its parent. The bank does
not have any independent members on its supervisory board; however, we do not see any major corporate
governance problems. In addition, the bank demonstrates reasonable levels of transparency, good level of
governance (including risk governance) and an adequate management profile.

The bank's risk governance framework is well developed with a dedicated chief risk officer, established risk
committees and senior management's good risk awareness, including a board of directors that is primarily composed
of the senior managers of the parent bank. Liquidity risk is also managed quite adequately, with Asset and Liability
Committee in place and coordinating activity alongside the parent. At the same time, we are concerned about the
bank's high reliance on access to market for refinancing, as the inability to do this in a medium-to-long term may lead
to a reduction in business activity. In addition, a high concentration in the customer deposit base does not support the
bank's score for risk-positioning either.



Moody's also acknowledges: (i) the relatively excessive level of single-name concentrations in the bank's loan book
relative to global averages (although better than that of its Russian peers), with its top 20 loan exposures in a range of
100%-130% of the bank's Tier 1 capital; and (ii) a large portion of foreign currency denominated loans. However, this
is mitigated by the relatively good level of industry diversification with a single industry exposure is less than 50% of
the bank's Tier 1 capital.

CEB Ltd has an overall score of D for risk positioning.

Factor 3: Regulatory Environment

This factor does not address bank-specific issues; instead, it evaluates whether regulatory bodies are independent
and credible, demonstrate enforcement powers and adhere to global standards of best practices for risk control. For
a discussion of the regulatory environment, see Moody's latest Banking System Outlook on Russia.

Factor 4: Operating Environment

Trend: Neutral

This factor is common to all Russian banks. Moody's assigns an E+ score for the overall operating environment. For
a discussion of the operating environment, see Moody's latest Banking System Outlook on Russia.

Quantitative Rating Factors (30%)

Factor 5: Profitability

Trend: Neutral

Rouble-denominated retail loans continue to account for one half of the bank's total loan book which, along with a high
portion of free funding (high capital cushion), translates into a strong net interest margin (2009: 8.93%; 2008:11.42%;
2007:9.71%); this was affected due to an increase in funding costs amid the crisis in 2009. At the same time, CEB Ltd
managed to quickly curtail its expansion activity and to decrease staff numbers by one-third, which prompted a
material decline in its operating expenses. This supported an increase in the bank's income before provisions relative
to total average assets (2009: 7.30%; 2008:7.25%; 2007:4.24%). An improvement in the bank's profitability indicators
was also triggered by the decision to invest in fixed-income securities that returned substantial gains in 2009. Such a
high level of recurring earnings power enabled the bank to relatively easily absorb an increase in credit costs during
2009 and to even increase its return on average assets (2009: 2.23%; 2008:2.01%; 2007:1.24%).

Factor 6: Liquidity

Trend: Neutral

Historically, CEB Ltd has been largely reliant on cheap wholesale sources for funding, therefore, the bank's stand-
alone liquidity profile and its business model has been scrutinised by the limited access to market refinancing in the
most recent years and substantially increased cost of market refinancing.

Thus, in the end of 2008, CEB Ltd replaced its maturing debt facilities with the Bank of Russia's funds, which helped
to increase its share of local currency-denominated funding amid the devaluation of the local currency in late 2008
and early 2009.

In 2009, CEB Ltd was able to replace a substantial portion of parental funding, unsecured loans attracted from the
Central Bank of Russia and maturing wholesale debt, with concentrated deposits of non-resident corporate and retail
clients; this accounted for RUB11 billion or 19% of the bank's non-equity funding as at YE2009.

At the same time CEB Ltd was recently successful in securing market refinancing of US$150 million in October 2009
in addition to a significant increase in its deposit base, mentioned above. Going forward the bank plans to further tap
the market in the short term.

Despite the recent positive developments in refinancing and growing deposit base mentioned above and the
possibility that CEB Ltd could receive a certain level of liquidity support from its parent if needed, Moody's views the
bank's still high reliance on concentrated wholesale sources for funding as the major factor constraining its BFSR.

Factor 7: Capital Adequacy

Trend: Neutral



CEB Ltd entered the global financial crisis with sufficient - albeit not excessive - capital adequacy. The bank
replenished its capital in Q4 2008 and gained strong net income in 2009, bringing the capital ratio to 19.75% (Tier 1
capital ratio: 19.71%) as of 31 December 2009 , compared with 16.92% (Tier 1: 14.99%) two years earlier. Currently
the bank has a relatively robust capital cushion consisting of RUB12.5 billion of Tier 1 capital and RUB3.8 billion of
loan loss provisions (at YE 2009), which compares with RUB51.7 billion in its gross loan book. Thanks to its high
profit before provisions, the bank was very successful in shielding its capital from erosion associated with the
increased cost of credit risk amid the crisis.

Given the bank's high level of capitalisation that fully consists of Tier 1, its strong recurring earnings power and
adequate level of loan loss provisioning, the bank scores A for capital adequacy.

Factor 8: Efficiency

Trend: Neutral

The bank was very successful in controlling its operating costs during the crisis and after year of rapid expansion,
allowing it to materially improve its level of operating expenses relative to average assets (2009: 4.86%; 2008:6.17%;
2007:6.87%) and its cost-to-income ratio (2009: 39.97%; 2008:45.98%; 2007:59.19%). Therefore the score for
efficiency is B along with a neutral trend.

Factor 9: Asset Quality

Trend: Neutral

As at YE2009, the level of NPLs (past due by more than 90+days) was 7%, while loan loss provisions remained at
7.3%. We also note that, in 2009, CEB Ltd wrote-off RUB2.3 billion of loans or 4.4% of its average gross loan book. In
regard to the corporate loan book, we note that it enjoys a good credit standing, with only 2% of impaired loans and
only RUB0.8 billion of loans restructured in 2009 in order to avoid being past due. In respect of its retail portfolio, the
level of problem loans coverage was also quite adequate, as 11.0% level of loan loss provisioning provided a strong
cushion against 10.7% level of NPLs (past due by more than 90+days).

We acknowledge that the management of the bank's credit risks was quite strong before and during the crisis,
particularly in respect to corporate loans that performed far better than the bank's Russian peers. We acknowledge
that the loan book has almost seasoned and consider a 20% level of Tier 1 capital and strong recurring earnings
power to represent a strong cushion against potential asset quality problems that could be triggered by ongoing
difficult credit conditions. However, as average figures for the most recent three years do not fairly reflect the bank's
asset quality, the C+ score was adjusted downwards to D+.

Global Local Currency Deposit Rating (Joint Default Analysis)

Moody's assigns a long-term GLC deposit rating of Ba3 to CEB Ltd. The rating is supported by CEB Ltd's BCA of B1
and by our assessment of a high probability of support from the bank's parent, Credit Europe Bank N.V.. Moody's
believes that the probability of systemic support is negligible, resulting in no additional uplift in the bank's deposit
ratings from the BCA of B1.

Foreign Currency Deposit Rating

CEB Ltd's Ba3 foreign currency deposit ratings are unconstrained by the country ceiling for such deposits in Russia.

Foreign Currency Debt Rating

CEB Ltd's Ba3 foreign currency debt ratings are unconstrained by the country debt ceiling in Russia.

ABOUT MOODY'S BANK RATINGS

Bank Financial Strength Rating

Moody's Bank Financial Strength Ratings (BFSRs) represent Moody's opinion of a bank's intrinsic safety and
soundness and, as such, exclude certain external credit risks and credit support elements that are addressed by
Moody's Bank Deposit Ratings. BFSRs do not take into account the probability that the bank will receive such external
support, nor do they address risks arising from sovereign actions that may interfere with a bank's ability to honor its
domestic or foreign currency obligations. Factors considered in the assignment of BFSRs include bank-specific
elements such as financial fundamentals, franchise value, and business and asset diversification. Although BFSRs
exclude the external factors specified above, they do take into account other risk factors in the bank's operating
environment, including the strength and prospective performance of the economy, as well as the structure and relative



fragility of the financial system, and the quality of banking regulation and supervision.

Global Local Currency Deposit Rating

A deposit rating, as an opinion of relative credit risk, incorporates the BFSR as well as Moody's opinion of any external
support. Specifically, Moody's Bank Deposit Ratings are opinions of a bank's ability to repay punctually its deposit
obligations. As such, they are intended to incorporate those aspects of credit risk relevant to the prospective payment
performance of rated banks with respect to deposit obligations, which includes: intrinsic financial strength, sovereign
transfer risk (in the case of foreign currency deposit ratings), and both implicit and explicit external support elements.
Moody's Bank Deposit Ratings do not take into account the benefit of deposit insurance schemes which make
payments to depositors, but they do recognize the potential support from schemes that may provide assistance to
banks directly.

According to Moody's joint default analysis (JDA) methodology, the Global Local Currency deposit rating of a bank is
determined by the incorporation of external elements of support into the bank's Baseline Credit Assessment. In
calculating the Global Local Currency Deposit rating for a bank, the JDA methodology also factors in the rating of the
support provider, in the form of the local currency deposit ceiling for a country, Moody's assessment of the probability
of systemic support for the bank in the event of a stress situation and the degree of dependence between the issuer
rating and the Local Currency Deposit Ceiling.

National scale rating

National scale ratings are intended primarily for use by domestic investors and are not comparable to Moody's globally
applicable ratings; rather they address relative credit risk within a given country. A Aaa rating on Moody's National
Scale indicates an issuer or issue with the strongest creditworthiness and the lowest likelihood of credit loss relative
to other domestic issuers. National Scale Ratings, therefore, rank domestic issuers relative to each other and not
relative to absolute default risks. National ratings isolate systemic risks; they do not address loss expectation
associated with systemic events that could affect all issuers, even those that receive the highest ratings on the
National Scale.

Foreign Currency Deposit Rating

Moody's ratings on foreign currency bank obligations derive from the bank's local currency rating for the same class
of obligation. The implementation of JDA for banks can lead to high local currency ratings for certain banks, which
could also produce high foreign currency ratings. Nevertheless, it should be noted that foreign currency deposit
ratings are in all cases constrained by the country ceiling for foreign currency bank deposits. This may result in the
assignment of a different, and typically lower, rating for the foreign currency deposits relative to the bank's rating for
local currency obligations.

Foreign Currency Debt Rating

Foreign currency debt ratings are derived from the bank's local currency debt rating. In a similar way to foreign
currency deposit ratings, foreign currency debt ratings may also be constrained by the country ceiling for foreign
currency bonds and notes; however, in some cases the ratings on foreign currency debt obligations may be allowed
to pierce the foreign currency ceiling. A particular mix of rating factors are taken into consideration in order to assess
whether a foreign currency bond rating pierces the country ceiling. They include the issuer's Global Local Currency
rating, the foreign currency government bond rating, the country ceiling for bonds and the debt's eligibility to pierce that
ceiling.

About Moody's Bank Financial Strength Scorecard

Moody's bank financial strength model (see scorecard below) is a strategic input in the assessment of the financial
strength of a bank, used as a key tool by Moody's analysts to ensure consistency of approach across banks and
regions. The model output and the individual scores are discussed in rating committees and may be adjusted up or
down to reflect conditions specific to each rated entity.

Rating Factors

Credit Europe Bank Ltd.
                                                                      
                                                                      

Rating Factors [1] A B C D E Total Score Trend



Qualitative Factors (70%)                                                   E+           
Factor: Franchise Value                                                   D- Neutral
Market Share and Sustainability                               x                               
Geographical Diversification                                         x                     
Earnings Stability                               x                               
Earnings Diversification [2]                                                                       

Factor: Risk Positioning                                                   D Neutral
Corporate Governance [2]                                                                       
- Ownership and Organizational Complexity                                                                       
- Key Man Risk                                                                       
- Insider and Related-Party Risks                                                                       
Controls and Risk Management                     x                                         
- Risk Management                               x                               
- Controls           x                                                   
Financial Reporting Transparency                     x                                         
- Global Comparability x                                                             
- Frequency and Timeliness                               x                               
- Quality of Financial Information                               x                               
Credit Risk Concentration                               x                               
- Borrower Concentration                               x                               
- Industry Concentration x                                                             
Liquidity Management                                         x                     
Market Risk Appetite                               x                               
Factor: Operating Environment                                                   E+ Neutral
Economic Stability                                         x                     
Integrity and Corruption                                         x                     
Legal System                               x                               
Financial Factors (30%)                                                   C-           
Factor: Profitability                                                   B+ Neutral
PPP % Avg RWA - Basel I 6.93%                                                             
Net Income % Avg RWA - Basel I           1.97%                                                   
Factor: Liquidity                                                   E Neutral
(Mkt funds-Liquid Assets) % Total Assets                                         46.17%                     
Liquidity Management                                         x                     
Factor: Capital Adequacy                                                   A Neutral
Tier 1 ratio (%) - Basel I 17.34%                                                             
Tangible Common Equity / RWA - Basel I 17.34%                                                             
Factor: Efficiency                                                   B Neutral
Cost/income ratio           48.38%                                                   
Factor: Asset Quality                                                   C+ Neutral
Problem Loans % Gross Loans                     4.98%                                         
Problem Loans % (Equity + LLR)           19.29%                                                   
Lowest Combined Score (9%)                                                   E           
Economic Insolvency Override                                                   Neutral           
Aggregate Score                                                   D           
Assigned BFSR                                                   E+           

[1] - Where dashes are shown for a particular factor (or sub-factor), the score is based on non public information [2] -
A blank score under Earnings diversification or Corporate Governance indicates the risk is neutral
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