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Finansbank (Russia) Ltd (FBR) is a privately owned full-service universal bank, active in retail, corporate and SME
banking, and headquartered in Moscow, with a network of 42 branches in Moscow, and 23 regional branches. With
total assets of US$900 million as at 30 November 2006, FBR ranks in the top 100 banks in the country by asset size.
Indirectly 100% owned and controlled by Turkey's FIBA Group, FBR is the largest of the Turkish-owned commercial
banks in Russia.1

Ownership, External Support, and Management

CHANGE IN IMMEDIATE PARENT, BUT FBR'S ULTIMATE OWNER REMAINS THE SAME
In mid-August 2006, FBR's majority owner, FIBA Holding, sold 46% of Finansbank A.S. of Turkey - FBR's former
immediate parent bank - to the National Bank of Greece (NBG), currently rated A2/Prime-1/C, for US$2.774 billion.
As part of the transaction, most of the international operations of Finansbank A.S., including Finans International
Holding N.V. (FIH) - a Netherlands-based holding company that was 100% directly owned by Finansbank A.S. of
Turkey, and which owned majority stakes in FBR, Finansbank Holland, Finansbank Suisse S.A. and Finansbank Roma-
nia S.A. - were sold back to FIBA Holding for US$600 million. Following the sale, 95% of FBR's equity was trans-
ferred from FIH to Finansbank Holland, a commercial bank headquartered in Amsterdam, regulated by the Dutch
National Bank and currently rated D+/P-3/Baa3 by Moody's. FBR's ultimate shareholder - the Ozyegin family, major-
ity owner of FIBA Holding - has not changed.

FBR IS EXPECTED TO RECEIVE SUPPORT FROM PARENT FINANSBANK HOLLAND IN THE EVENT OF NEED, 
AND FBR'S DEPOSIT AND DEBT RATINGS WERE UPGRADED TO REFLECT HIGHER RATINGS OF NEW 
PARENT BANK 
In November 2006, FBR's long-term foreign and local currency deposit ratings were upgraded from Ba2 to Ba1, to
reflect our expectation that there is a high likelihood FBR would receive support from its new 95% parent bank, Fin-
ansbank Holland, rated Baa3/P-3. FBR's short-term deposit ratings remain at Not-Prime. FBR's foreign currency
senior unsecured rating on Loan Participation Notes issued through Finans Capital was also upgraded from Ba2 to
Ba1, while the bank's National Scale Rating was upgraded from Aa2.ru to Aa1.ru.

In our opinion, Finansbank Holland, as well as its ultimate owner, remains committed to FBR, views the expan-
sion in Russia as a prime strategy and advantage of the group, and would be likely to provide any necessary support,
whether it is needed to support the bank's growth or in an emergency liquidity situation. For this reason, FBR's for-
eign and local currency deposit ratings of Ba1 benefit from a degree of expected support from Finansbank Holland.
Absent the imputation of such support, FBR's debt and deposit ratings would be at a slightly lower level.

1. The other major Turkish-owned banks in Russia are Garanti Bank (Moscow), Yapi Kredi Bank (Moscow) and Denizbank (Moscow).

http://www.moodys.com/cust/se.asp?sQ=?????&s=5
http://www.moodys.com/cust/se.asp?sQ=808721559&s=5


STRONG AND EXPERIENCED MANAGEMENT TEAM, COMBINED WITH SUPPORTIVE SHAREHOLDER, 
SUPPORT BANK'S FSR 
Unlike many Russian banks of a similar size, FBR has a very experienced management team and supportive share-
holder to guide and support its expansion activities. Various Finansbank Group banks have been engaged in both the
SME and consumer/retail markets for many years, in Turkey, Holland, Belgium, Germany, and more recently, in
Romania. Finansbank Russia is the last of the group's banks to enter the consumer and SME markets, and it is doing so
with the full support of the parent bank and ultimate shareholder. FBR obtains IT infrastructure and know-how from
the parent company and other group banks. Meanwhile, FBR employees and management carry out training and tem-
porary work assignments in the group's retail and SME operations in Holland, Romania and Turkey. These represent
significant franchise advantages that are not available to most small Russian banks. 

In November 2006, Moody's confirmed FBR's D- financial strength rating (FSR), which had been on review for
downgrade since the sale of Finansbank A.S. to NBG was announced in April 2006 because of (i) the uncertainty sur-
rounding the bank's ownership structure, (ii) the composition of management, (iii) the bank's access to funding and
other resources, as well as (iv) the costs of re-branding and its effects on FBR's franchise and business model. As dis-
cussed above, the bank's ownership structure has now been favourably resolved, while the current management team
that has been instrumental in leading the bank will stay in place. FBR's ultimate shareholder - the Ozyegin family,
majority owner of FIBA Holding - has not changed, and in our opinion maintains both the ability and willingness to
continue to provide FBR with the capital resources periodically required to fund the bank's rapid growth. Although
the costs of re-branding are not insignificant, they are projected to be relatively minor compared to the bank's operat-
ing income, while no major negative impacts on - or changes to - the bank's business model are expected to occur.

Strategy and Franchise

A FRANCHISE IN TRANSITION - FROM A MOSCOW-BASED CORPORATE NICHE BANK TO A NATIONWIDE 
CORPORATE, RETAIL AND SME BANK
Originally established as a small, niche bank based in and focused on Moscow, FBR served primarily Turkish corporate
customers with business interests in Russia. Following the 1998 Russian banking crisis, FBR slowly began the process
of reorienting its franchise and business focus toward Russian and other non-Turkish corporate customers, Russian
SMEs and individual retail customers.

Growth at the bank was rather tepid until the end of 2003, at which time FBR took the strategic decision to enter
the consumer loan market, mainly by way of instant loans for point-of-sale (POS) purchase, credit cards and automo-
bile loans. Originally operating only in the Moscow region, the bank expanded its presence into the regions for the
first time late in 2004. Consequently, Finansbank (Moscow) Ltd was renamed Finansbank (Russia) Ltd at the end of
2004. The bank now has a branch presence in 25 regions outside Moscow although, in terms of the value of the loan
portfolio, the bank retains a Moscow concentration. The bank's most recent strategic shift occurred in early 2005,
when FBR entered Russia's fast-growing SME banking market.

THE CORPORATE FRANCHISE WILL REMAIN A STRATEGIC PILLAR, BUT HAS DIMINISHED IN 
IMPORTANCE RELATIVE TO RETAIL BANKING
The bank's original focus, corporate banking, remains one of the three main pillars of FBR's evolving franchise,
although its importance to the bank's asset mix is rapidly declining as both retail and SME banking gain increasing
importance. At 31 December 2004, the corporate loan portfolio represented approximately 62% of gross loans, which
had declined to approximately 40% at year-end 2005 and to 38% currently, roughly in line with the targeted 40% of
the loan book.
FBR provides full corporate banking services, with a focus on working capital loan financing, project finance, trade
finance and foreign exchange services. The bank's corporate business line is composed of two main segments:
• The portfolio of Turkish clients - this currently represents about 21% of the corporate loan portfolio (and 9% of

total loans) and are to Russian companies owned by Turkish entities, not directly to Turkish companies. In this
portion of the portfolio, the main competition is from the other subsidiary banks of Turkish banks, mainly Garanti
Bank (Moscow), Yapi Kredi Bank (Moscow) and Denizbank (Moscow). 

• Russian and non-Turkish foreign corporate customers represent the rest of the corporate portfolio. In this portion
of the corporate portfolio, the bank competes against a very large number of banks. FBR claims its competitive
advantage is the ability to respond quickly to credit requests, due to small size and agility, combined with excellent
IT infrastructure and trade finance expertise.
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ITS STRATEGY OF BUSINESS LINE EXPANSION INTO RETAIL AND SME BANKING WILL EXPOSE THE BANK 
TO A HIGH LEVEL OF COMPETITION… 
FBR initially began to offer retail loans in 2000, albeit at a very slow pace, and nearly exclusively to its employee base,
although it also had a very small credit card portfolio. In 2003, the bank entered the instant loan market (POS financ-
ing of certain goods, mainly electronics and white goods) and the retail loan portfolio has subsequently grown rapidly.
Retail lending has been the main driver of growth at the bank, and will most likely remain so over the medium term.
Representing just 11% of the loan book at year-end 2003, retail loans increased to 38% of the loan book at year-end
2004, jumping to 59% at year-end 2005, and to 60% currently. FBR claims to rank among the top 10 banks for some
retail products including the POS consumer loan market, the credit card loan market and the car loan market, and
within the top 15 for consumer loans overall.

FBR's foray into SME banking is more recent, beginning in March 2005. The bank has not yet established a very
meaningful presence in SME banking - with SME loans representing less than 3% of the loan book - although it is
aiming to have approximately 20% of the loan portfolio in such lending over the medium term.

FBR believes that being equally active in all three of these main business lines will present a competitive advan-
tage, as most other banks in the Russian market are engaged only in one or two of these lines. While we recognise the
potential benefits of FBR's three-pronged strategy, we also caution that the strategy is not without significant risk.
Competition in both the Russian retail market and SME market is intense, and will expose the bank to competitive
pressure from some of Russia's best run banks, including Russian Standard Bank, Home Credit and Finance, Bank of
Moscow, Alfa Bank and Citibank on the retail side, and KMB-Bank and Vneshtorgbank, among others, in the SME
business. Most of these banks concentrate on the segment they know best, and FBR will continue to face challenges in
competing effectively in the corporate, retail and SME markets simultaneously.

…WHILE RAPID GROWTH WILL CHALLENGE FRB'S RESOURCES AND RISK-MANAGEMENT CAPABILITIES
Extremely strong growth in the last three years poses a risk both to the bank's capital levels and its risk-management
capabilities. Although the bank grew slowly until 2003, growth has been extremely rapid since then, even compared to
the rapidly growing Russian banking sector. Total assets increased by 116% in 2004, 244% in 2005, and are on target
to grow between 90% and 100% in 2006. The bulk of the loan portfolio is very new, and arguably, unseasoned. More-
over, the bank is projecting that such rapid growth will continue for at least the next few years. 

PLANNED BRANCH NETWORK AND WORKFORCE EXPANSION WILL FURTHER CHALLENGE COST 
EFFICIENCY AND EXACERBATE OPERATIONAL RISK
FBR has expanded its branch network by several multiples over the past few years. From just seven branches in the
Moscow region as of 30 June 2005, FBR now has 42 branches in Moscow, in addition to 23 in the regions, with plans
to open a significant number of new branches, both in Moscow and in the regions, by the end of 2007. This would
nearly double the network from its current size.

In order to staff the bank's new branches, employee numbers have grown - and will continue to grow - very rap-
idly, increasing the bank's cost base and exacerbating operational risk associated with such a large expansion of its phys-
ical and human resources. From 240 at the end of 2003, the bank's staff reached 1,723 at the end of June 2005, and
currently numbers more than 3,000, growing more than tenfold in just three years. Although the rate of growth is
expected to slow considerably, FBR will be challenged to attract, train and retain suitable people. 

Financial Fundamentals

ASSET QUALITY UNDER PRESSURE WITH HIGH NPL LEVELS, THOUGH RECENT FIGURES SUGGEST AN 
IMPROVING TREND MAY HAVE BEGUN
Similar to many other Russian banks, FBR does not disclose non-performing loans (NPLs) per se in its financials, a
factor that we view negatively in the case of all of those banks in the sector that fail to provide such information in a
consistent and transparent format. However, in 2005, FBR began publishing a figure for all loans overdue by even one
day, which is a far more strict definition than the more common 90+ days past due. As a proportion of gross loans, all
overdue loans at FBR increased from 7.42% at year-end 2004 to 12.10% at year-end 2005. Based on information pro-
vided to us by management, the level of NPLs past due by 90 days or more is considerably lower than the published
figure, although the negative trend was the same through 30 June 2006. Furthermore, provisioning coverage has
fallen, despite the fact that absolute provisioning levels are rising. The bank's provisioning coverage has fallen to below
100% of NPLs, which is significantly lower than the coverage levels attained by other D- and D rated banks in Russia.
Moody’s Analysis 3



As a result, the percentage of net NPLs (i.e. gross NPLs less provisions) to equity continues to rise, putting a larger
proportion of the bank's equity base at risk to further losses.

At the same time, the most recent figures provided appear to show a peak and the beginning of a decline in NPL
levels relative to the total loan book. While we welcome the possible reversal of the negative trend of increasing prob-
lem loans, we will be closely monitoring the evolution of the quality of FBR's loan book for signs of renewed deterio-
ration. Any indication that problematic loans have not peaked and continue to rise could lead to a downgrade of the
bank's FSR. 

SEVERAL LARGE CORPORATE EXPOSURES RESULT IN A LOAN PORTFOLIO THAT IS MILDLY 
CONCENTRATED TO RELATIVELY FEW CORPORATE NAMES
According to the most recently provided figures, no single customer comprised more than 10% of gross loans. How-
ever, the loan book appears somewhat concentrated, driven by large exposures in the corporate book. Of course, such
concentrations are more common for small banks, and management expects concentration levels to decline as the bank
grows, as indeed has continued to occur in 2005 and 2006. Relative to total capital, FBR's top 20 exposures remain
high, well in excess of 100%, though this figure has declined consistently over the past few years. The retail portfolio is
naturally very granular and, as this portfolio and the SME portfolio grow, we expect concentration levels to continue
to decline.

RELATED-PARTY ASSET EXPOSURES ARE RELATIVELY LOW AND NOT A CONCERN
The percentage of the bank's loan book extended to related parties is on the low side for a Russian bank, and not a con-
cern. Moreover, the bank's ownership structure is more transparent than is often the case in Russia, with the ultimate
owner clearly identified - a fact that we view positively from a credit perspective. 

EQUITY LEVELS REMAIN SOMEWHAT LOW FOR THE RUSSIAN MARKET, THOUGH THEY APPEAR TO HAVE 
STABILISED AFTER SEVERAL YEARS OF CONTINUOUS DECLINE
Rapid balance sheet expansion has eroded the bank's ratio of equity to assets over the past few years, as growth in the
equity base has not kept pace with the increase in the bank's assets. Equity to assets steadily declined between 2002 and
2005, while June and August results for 2006 show that it appears to have stabilised. The capital-to-assets ratio pre-
sented below (not risk-weighted) includes the bank's qualified Tier 2 capital in the form of subordinated loans, all of
which is from the FIBA Group. 

The bank's targeted risk-weighted capital ratio is 12%-15%, higher than the 10% required by the Central Bank of
Russia. As a result of the extremely rapid growth experienced between 2004 and 2006, the bank's risk-based capital
ratio dropped to just below 11% in 2005, although it has now recovered. Following additional cash and subordinate
loan injections by year-end 2006, it should end 2006 at approximately 13%. The bank's parent, Finansbank Holland,
regularly injects equity and other forms of capital into FBR in order to support its growth objectives. In the first half of
2006, FBR received cash equity injections and subordinated loans of some US$46 million, while another US$20 mil-
lion is expected by the end of the year. 

The group's current policy is for FBR to continue strengthening its capital base through earnings retention and it
does not expect the bank to pay a dividend, a fact welcomed by Moody's. In addition to this, FBR will require contin-
ued equity injections over the next two to three years from its parent in order to meet its aggressive growth projec-
tions. While we recognise the value of the bank's supportive shareholder, we note that a higher FSR will be heavily
dependent on FBR attaining and maintaining stable and significantly higher equity levels relative to its asset size, with-
out the direct assistance of its parent. 

CONTINUED REDUCTION IN RELATED-PARTY FUNDING, BUT HIGH RELIANCE ON BANK/MARKET FUNDING 
PRESENTS RISKS
Although FBR used to be almost totally reliant on FIBA Group banks for its funding, FBR - like other financial com-
panies in the FIBA Group - claims its funding policy is now to be as independent as possible from FIBA Group banks.
Although such related-party funding has declined and continues to do so, FBR nevertheless remains highly reliant on
bank and other market funding in general.

Aug-2006 Jun-2006 Dec-2005 Dec-2004 Dec-2003 Dec-2002

Equity to Assets 11.4% 9.6% 8.2% 9.4% 15.9% 17.7%
Capital to Assets 16.1% 13.6% 11.7% 13.8% 21.3% 25.4%
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The table below lists FBR's funding sources as they appear in the published financial statements. The CDs/Prom-
issory Notes and Subordinated Debt are all provided by other group banks, as is approximately 20% of the deposits
from banks at year-end 2005. However, a large portion of the related-party bank funds actually represent fiduciary
deposits of HNW clients of related banks, which the client chooses to place with FBR through the related bank. As
such, a portion of the bank's related-party bank deposits could be considered as customer deposits. Of the borrowed
funds, RUR992,112 are shown as related-party funds but are in fact provided by Finans International Investment, an
SPV through which FBR issued ruble bonds with a 1-year maturity, and are not true related-party borrowings.
Deducting such funds from related-party borrowing substantially reduces the reliance on related-party funds, which
remain high nonetheless, but also shows that only approximately 20% of total funding is provided by true customer
deposits, down from 34% at year-end 2004. Including fiduciary deposits provided by related banks, as explained above,
increases the proportion of funding from customer deposits somewhat, though it remains low.

LIQUIDITY POSITION REQUIRES PRUDENT MANAGEMENT
The subordinated debt, provided by various related or formerly related banks and group companies, is the only long-
term funding on FBR's balance sheet. Approximately half matures in 2012 and 2013, and the other half maturing in
2015. Of the borrowed funds, approximately two-thirds mature in December 2008 while the rest matures in 2007.
The remaining bank funding is shorter term, all maturing in less than one year. However, we recognise that FBR has
considerably extended the overall maturity of its liabilities over the past year.

At the same time, however, FBR's balance sheet continues to suffer from a relative lack of short-term, highly liq-
uid assets (cash plus due from banks) relative to its contractually short-term liabilities (Cash + Net Interbank remains
negative, and the bank has no meaningful investment portfolio). As a result, the bank needs to carefully manage its
short-term liquidity. A relatively minor "run" on the bank's deposit base could prove difficult for FBR to manage with-
out its parent's assistance. 

HEALTHY INTEREST MARGINS OVERCOME HIGH OVERHEAD COST BASE TO ENABLE GOOD 
PROFITABILITY
Consistent with the Russian operating environment, FBR generates both high interest margins, particularly on its
RUR instant loan and credit card portfolio, and very strong recurring earning power. The bank's rapid expansion into
retail, particularly the instant loan market, is leading to sharply higher interest income in RUR. 

At the same time, however, FBR's profitability is hampered by a very high cost base that reflects the bank's rapid
expansion and its significantly higher personnel, branch and IT expenditures over the past two years. The bank's man-
agement believes that the bulk of the expenditures have been made and that, from 2007, the bank will begin to see the
benefits from the high rate of recent expenditures in the form of economies of scale. These should translate into
sharply lower expenses and an increasing earnings stream.

Related Research

Analysis:
Finansbank (Holland) N.V., December 2006 (101486)
Banking System Outlook:
Russia, December 2005 (94735)

To access any of these reports, click on the entry above. Note that these references are current as of the date of publication of this report
and that more recent reports may be available. All research may not be available to all clients.

31-12-2005 31-12-2004

Total Deposits from banks 2,375,802 940,935
Customer Deposits 2,574,151 1,241,154
CDs and Promissory Notes 1,439 314,837
Borrowed Funds 7,479,169 992,112
Sub Debt 186,368 180,367

Market Funds % Total Funding 80.1% 66.2%
Customer Deposits % Total Funding 19.9% 33.8%
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Finansbank (Russia) Ltd

12/31/05 12/31/04 12/31/03 12/31/02 12/31/01

Summary Balance Sheet (RUB million)
Cash & Central Bank 840 455 242 204 131
Due from Banks 931 159 181 267 267
Government Securities — — 16 84 62
Trading Securities — — 267 — —
Investment Securities — — — 85 54
Other Liquid Assets — — — — —
Gross Loans 12,523 3,374 1,134 748 443
Loan Loss Reserves (LLR) -525 -63 -5 -7 -4
Net Loans 11,998 3,311 1,129 741 439
Equity in Affiliates — — — — —
Fixed Assets 256 112 54 49 49
Other Assets 155 89 20 12 10
Total Assets 14,180 4,125 1,908 1,442 1,012
Total Assets (US$ million) 511 149 65 45 34

Customer Deposits 2,574 1,241 1,164 986 578
Due to Banks 2,376 941 171 64 136
Borrowings 7,481 1,307 147 16 1
Other Liabilities 90 67 19 10 12
Total Liabilities 12,521 3,556 1,501 1,076 726
Subordinated Loan Capital 496 180 103 111 60
Minority Interest — — — — —
Supplementary Capital — — — — —
Shareholders' Equity 1,162 389 304 255 225
Total Capital Funds 1,659 569 407 366 286
Total Liabilities & Capital Funds 14,180 4,125 1,908 1,442 1,012

Derivatives - Notional Amount — — — — —
Derivatives - Replacement Value — — — — —
Risk Weighted Assets (RWA) — — — — —
Contingent Liabilities 1,982 1,477 561 656 304

Summary Income Statement (RUB million)
Interest Income 1,476 475 193 130 91
Interest Expense -424 -74 -41 -33 -40
Net Interest Income 1,052 401 152 96 51
FX Income 61 30 — — —
Trading Income 0 8 18 6 38
Fees & Commissions 245 121 81 68 41
Other Operating Income 60 8 2 2 2
Total Non Interest Income 366 167 101 75 81
Operating Income 1,418 568 253 171 132
Personnel Expenses -318 -161 -68 -62 -45
Other Operating Expenses -359 -217 -89 -66 -63
Operating Funds Flow 740 191 96 44 24
Amortisation / Depreciation -45 -18 -10 -6 —
Total Non Interest Expense -723 -395 -168 -134 -108
Preprovision Income (PPI) 696 173 86 38 24
Loan Loss Provisions Expenses (LLPE) -463 -48 -13 -3 -3
Non Operating Income — — — — —
Pretax Income 233 125 73 34 21
Taxes -64 -40 -24 -5 -11
Net Income 169 85 49 29 10
Minority Interests — — — — —
Net Income (Group share) 169 85 49 29 10

Dividends — — — — —
Transfers to Capital Reserves -169 -85 -49 -29 -10
Other Adjustments — — — — —

Summary Balance Sheet - Growth (%)
Cash & Central Bank 84.50 88.31 18.17 56.07 -30.42
Due from Banks 486.91 -12.32 -32.22 0.17 -63.80
Government Securities — — -80.96 35.85 —
Trading Securities — — — — —
Investment Securities — — — 57.96 114.01
Other Liquid Assets — — — — —
Gross Loans 271.22 197.48 51.66 68.77 31.17
Loan Loss Reserves (LLR) 739.55 1,077.70 -22.51 87.74 355.49
Net Loans 262.37 193.34 52.34 68.61 30.40
Equity in Affiliates — — — — —
Fixed Assets 128.94 105.99 11.62 -0.21 7.61
Other Assets 74.79 350.47 68.99 12.20 -11.18
Total Assets 243.73 116.18 32.37 42.49 -24.70
Total Assets (US$) — — — — —
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Customer Deposits 107.40 6.58 18.06 70.78 -28.07
Due to Banks 152.49 450.54 167.21 -52.95 -43.06
Borrowings 472.38 791.00 840.52 2,486.40 -96.81
Other Liabilities 34.67 246.10 101.06 -19.66 6.82
Total Liabilities 252.09 136.84 39.60 48.13 -32.25
Subordinated Loan Capital 175.27 74.96 -7.33 84.55 7.03
Minority Interest — — — — —
Supplementary Capital — — — — —
Shareholders' Equity 199.03 28.02 19.21 13.05 4.61
Total Capital Funds 191.50 39.92 11.14 28.14 5.11
Total Liabilities & Capital Funds 243.73 116.18 32.37 42.49 -24.70

Derivatives - Notional Amount — — — — —
Derivatives - Replacement Value — — — — —
Risk Weighted Assets (RWA) — — — — —
Contingent Liabilities 34.19 163.29 -14.50 115.90 85.99

Summary Income Statement - Growth (%)
Interest Income 210.65 146.66 48.71 42.68 -19.24
Interest Expense 469.85 81.98 22.42 -15.65 -55.78
Net Interest Income 162.55 164.08 57.84 87.78 123.63
FX Income 106.10 — — — —
Trading Income -103.16 -53.85 212.40 -85.04 7.21
Fees & Commissions 102.38 48.49 20.63 66.46 -9.87
Other Operating Income 612.15 291.99 6.71 4.36 12.23
Total Non Interest Income 118.56 65.03 34.81 -6.71 -9.28
Operating Income 149.59 124.40 47.72 29.98 17.94
Personnel Expenses 98.22 136.18 10.26 35.66 97.59
Other Operating Expenses 65.95 142.76 35.02 5.16 -7.99
Operating Funds Flow 287.64 98.98 119.91 85.22 14.91
Amortisation / Depreciation 150.50 72.80 72.63 — —
Total Non Interest Expense 82.89 135.77 25.29 23.49 18.62
Preprovision Income (PPI) 301.80 102.15 127.43 59.79 14.91
Loan Loss Provisions Expenses (LLPE) 857.16 276.37 301.03 12.42 -246.06
Non Operating Income — — — — —
Pretax Income 86.41 71.38 111.28 66.31 151.40
Taxes 61.13 66.25 372.44 -53.23 71.20
Net Income 98.18 73.88 66.45 196.31 412.50
Minority Interests — — — — —
Net Income (Group share) 98.18 73.88 66.45 196.31 412.50

Balance Sheet - % of Total Assets
Cash & Central Bank 5.92 11.03 12.66 14.18 12.95
Due from Banks 6.57 3.85 9.48 18.52 26.34
Government Securities — — 0.84 5.84 6.13
Trading Securities — — 13.98 — —
Investment Securities — — — 5.87 5.30
Other Liquid Assets — — — — —
Gross Loans 88.32 81.78 59.43 51.87 43.79
Loan Loss Reserves (LLR) -3.71 -1.52 -0.28 -0.48 -0.36
Net Loans 84.61 80.26 59.15 51.40 43.43
Equity in Affiliates — — — — —
Fixed Assets 1.81 2.71 2.85 3.38 4.82
Other Assets 1.09 2.15 1.03 0.81 1.03
Customer Deposits 18.15 30.09 61.03 68.43 57.09
Due to Banks 16.75 22.81 8.96 4.44 13.44
Borrowings 52.75 31.68 7.69 1.08 0.06
Other Liabilities 0.64 1.63 1.02 0.67 1.19
Total Liabilities 88.30 86.20 78.68 74.61 71.77
Subordinated Loan Capital 3.50 4.37 5.40 7.72 5.96
Minority Interest — — — — —
Supplementary Capital — — — — —
Shareholders' Equity 8.20 9.42 15.91 17.67 22.27
Total Capital Funds 11.70 13.80 21.32 25.39 28.23

Income Statement - % of Average Assets
Interest Income 16.13 15.75 11.50 10.56 7.71
Interest Expense -4.63 -2.47 -2.44 -2.72 -3.36
Net Interest Income 11.50 13.28 9.06 7.84 4.35
FX Income 0.67 0.99 — — —
Trading Income 0.00 0.27 1.06 0.47 3.24
Fees & Commissions 2.67 4.01 4.86 5.51 3.45

Finansbank (Russia) Ltd

12/31/05 12/31/04 12/31/03 12/31/02 12/31/01
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Other Operating Income 0.65 0.28 0.13 0.16 0.16
Total Non Interest Income 4.00 5.55 6.06 6.13 6.85
Operating Income 15.49 18.83 15.12 13.97 11.20
Personnel Expenses -3.48 -5.32 -4.06 -5.03 -3.86
Other Operating Expenses -3.93 -7.18 -5.33 -5.39 -5.34
Operating Funds Flow 8.09 6.33 5.73 3.56 2.00
Amortisation / Depreciation -0.49 -0.59 -0.62 -0.49 —
Total Non Interest Expense -7.89 -13.10 -10.00 -10.90 -9.20
Preprovision Income (PPI) 7.60 5.74 5.11 3.07 2.00
Loan Loss Provisions Expenses (LLPE) -5.06 -1.60 -0.77 -0.26 -0.24
Non Operating Income — — — — —
Pretax Income 2.54 4.13 4.35 2.81 1.76
Taxes -0.70 -1.31 -1.42 -0.41 -0.92
Net Income 1.84 2.82 2.92 2.40 0.84
Minority Interests — — — — —
Net Income (Group share) 1.84 2.82 2.92 2.40 0.84

Income Statement - % of Operating Income
Interest Income 104.09 83.63 76.08 75.58 68.85
Interest Expense -29.89 -13.09 -16.14 -19.48 -30.02
Net Interest Income 74.20 70.54 59.94 56.10 38.83
FX Income 4.33 5.25 — — —
Trading Income -0.02 1.45 7.04 3.33 28.94
Fees & Commissions 17.26 21.29 32.17 39.40 30.76
Other Operating Income 4.22 1.48 0.85 1.17 1.46
Total Non Interest Income 25.80 29.46 40.06 43.90 61.17
Operating Income 100.00 100.00 100.00 100.00 100.00
Personnel Expenses -22.45 -28.27 -26.86 -35.99 -34.48
Other Operating Expenses -25.34 -38.12 -35.23 -38.55 -47.65
Operating Funds Flow 52.20 33.61 37.91 25.46 17.87
Amortisation / Depreciation -3.16 -3.15 -4.09 -3.50 —
Total Non Interest Expense -50.95 -69.53 -66.18 -78.03 -82.13
Preprovision Income (PPI) 49.05 30.47 33.82 21.97 17.87
Loan Loss Provisions Expenses (LLPE) -32.65 -8.51 -5.08 -1.87 -2.16
Non Operating Income — — — — —
Pretax Income 16.40 21.95 28.74 20.10 15.71
Taxes -4.50 -6.98 -9.42 -2.94 -8.18
Net Income 11.89 14.98 19.33 17.15 7.52
Minority Interests — — — — —
Net Income (Group share) 11.89 14.98 19.33 17.15 7.52

Profitability Indicators
Return on Average Assets (%) 1.84 2.82 2.92 2.40 0.84
Return on Shareholder's Equity - period end (%) 14.51 21.89 16.12 11.54 4.40
Recurring Earning Power  [1] 7.60 5.74 5.11 3.07 2.00
PPI (%) Avg Total Capital Funds 62.43 35.48 22.16 11.56 8.46
Interest Expense (%) Interest Income 28.72 15.65 21.22 25.77 43.60
Interest Income (%) Avg Interest Earning Assets  [2] 17.38 18.52 13.85 12.90 11.00
Interest Expense (%) Avg Interest Bearing Liabilities  [3] 5.11 2.83 2.96 3.42 5.11
Net Spread (%)  [4] 12.27 15.69 10.89 9.48 5.89
Net Interest Margin (%)  [5] 12.39 15.62 10.91 9.57 6.21
Non-Interest Income (%) Operating income 25.80 29.46 40.06 43.90 61.17
Income Tax (%) Pre-tax Income 27.47 31.78 32.76 14.65 52.10

Efficiency Indicators
Non Interest Expense (%) Avg  Assets 7.89 13.10 10.00 10.90 9.20
Cost to Income Ratio (%)  [6] 50.95 69.53 66.18 78.03 82.13
Personnel Expenses (%) Avg Assets 3.48 5.32 4.06 5.03 3.86
Personnel Expenses (%) Operating Income 22.45 28.27 26.86 35.99 34.48
Personnel Expenses (%) Non Interest Expense 44.06 40.66 40.59 46.12 41.98

Liquidity Indicators
Net Loans (%) Customer Deposits 466.09 266.77 96.93 75.11 76.08
Net Loans (%) Total Deposits  [7] 242.39 151.74 84.52 70.54 61.59
Average Net Loans (%) Average Customer Deposits 401.25 184.55 86.92 75.47 56.24
Average Net Loans (%) Average Assets 83.63 73.58 55.81 48.11 32.97
Liquid Assets (%) Total Assets  [8] 12.49 14.88 36.97 38.55 45.42
Customer Deposits (%) Total Deposits 52.00 56.88 87.20 93.91 80.95
Customer Deposits / Shareholders' Equity (Times) 2.21 3.19 3.83 3.87 2.56
Due from Banks (%) Due to Banks 39.20 16.86 105.88 417.42 196.08
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Loan Portfolio Quality Indicators
Problem Loans (%) Gross Loans — — — — —
Problem Loans (%) (Shareholders' Equity + LLR) — — — — —
(Problem Loans - LLR) (%) Shareholders' Equity — — — — —
Loan Loss Reserve (%) Gross Loans 4.20 1.86 0.47 0.92 0.82
Loan Loss Provision Expenses (%) Preprovision Income 66.57 27.95 15.01 8.51 12.10
LLP (%)  (Loan Loss Reserve - LLP) 742.12 340.48 -170.49 87.74 355.49
Loan Loss Provision Expenses (%) Gross Loans 3.70 1.43 1.13 0.43 0.64
Preprovision Income (%) Net Loans 5.80 5.23 7.59 5.08 5.36
Shareholders' Equity (%) Net Loans 9.69 11.74 26.90 34.38 51.28
Loans to Related Cos. (%) Gross Loans 0.67 0.66 0.85 0.48 10.74

Capitalization Indicators
Tier 1 ratio (%) — — — — —
Shareholders' Equity (%) Total Assets 8.20 9.42 15.91 17.67 22.27
Shareholders' Equity (%) T. Assets + Contingent Liabilities 7.19 6.94 12.30 12.14 17.13
Total Capital funds (%) Total Assets 11.70 13.80 21.32 25.39 28.23
Total Capital (%) T. Assets + Contingent Liabilities 10.26 10.16 16.47 17.45 21.71
Shareholders' Equity (%) Total Capital funds 70.07 68.31 74.65 69.60 78.89
Contingent Liabilities (%) Total  Assets 13.98 35.81 29.40 45.52 30.04
"Free" Capital (%) Sharehoders' Equity  [9] 77.95 71.20 82.10 80.89 78.35
Dividend Payout (%)  [10] — — — — —
Internal Capital Growth (%)  [11] 43.38 28.02 19.21 13.05 4.61

[1] Recurring Earning Power = Preprovision Income (%) Average Total Assets.
[2] Interest Earning Assets = Central Bank + Due from Banks + Government Securities + Trading Securities + Investment Securities + Gross Loans.
[3] Interest Bearing Liabilities = Customer Deposits + Due to Banks + Borrowings + Subordinated Debt Capital.
[4] Net spread = Interest Income (%) Avg Interest Earning Assets - Interest Expense (%) Avg Interest Bearing Liabilities.
[5] Net interest margin = Net Interest Income (%) Average Interest Earning Assets.
[6] Cost to Income Ratio = Total non interest expense (%) Operating income.
[7] Total deposits = Customer deposits + Due to banks.
[8] Liquid Assets = Cash & Central Bank + Due from Banks + Government Securities + Trading Securities + Other Liquid Assets.
[9] Free Capital = Shareholders' Equity - Fixed Assets - Equity in Affiliates.
[10] Dividend Payout = Dividends (%) Net Income.
[11] Internal Capital Growth = Current period's Net income - Current period's Dividends (%) Last period's Shareholders' Equity.
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