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• The National Bank imposed a six-month ban on the early 

withdrawal of terms deposits from Ukrainian banks and 
restricted lending as of today; further steps are expected 

• We recently interviewed a number of local bankers about 
recent developments in Ukraine’s banking system. Our notes: 

- The current crisis is one of confidence, not fundamentals 

- Prominvestbank's woes were rooted in raider attacks 

- Large banks will be able to weather the situation, smaller 
banks can face difficulties 

 
NBU puts moratorium on early withdrawal of term deposits 
The National Bank of Ukraine issued a decree effective today that put a 
six-month ban on early withdrawals on term-deposits accounts at 
commercial banks and restricted banks’ asset operations; securities 
transactions and interbank lending will not be effected (see Appendix 1 for 
details of the decree). The decree followed the NBU's move to refinance 
23 Ukrainian banks, granting roughly USD 650 mln in loans, last 
Wednesday.  
 
We view the NBU’s recent intervention steps as necessary to counteract 
heightened worries about the banking system’s stability. The NBU took 
similar steps during the Orange Revolution in 2004, when there was a 
massive run on deposits (see Appendix 2).  
 
More steps will follow 
We see additional measures being imposed in the short-term. On October 
10, the National Bank, Ministry of Finance, Ministry of Economy and 
leading commercial banks agreed to set up a commission to coordinate 
efforts to stabilize the financial system; the group will meet every few 
days. The next expected move – raising the guarantee on deposit 
accounts held by local banks fourfold to UAH 200 ths (USD ~40 ths).  
 
Bankers' views 
On Friday, we met with a number of local bankers (Bank Forum, Citibank, 
etc) to swap views on the fresh concerns about Ukrainian banks. Our 
notes: 
 
• The main concern is distrust among sector players and the 

population, following the series of global bank collapses and the 
turbulence surrounding local Prominvestbank (#6 by assets in 
Ukraine). As a result of these factors, foreign debt markets have 
effectively closed, interbank lending has become more limited, and 
the population has begun withdrawing money from deposit accounts 
(in October, over USD 3 bln has been pulled out of Ukrainian banks, 
according to the NBU). 
 
Meanwhile, contrary to the market's mood, excessive liquidity in the 
sector has in fact been improving; the funds held by commercial 
banks on correspondent accounts with the NBU above the required 
level doubled since March 2008 to USD 2.3 bln as of today.  

 
• Both Prominvestbank and NBU representatives said they believe 

rumors about Prominvestbank's durability originated with 
corporate raiders. The bankers we talked to described it as healthy 
financially prior to the panic. Last week the NBU installed an acting 
chief, and extended it a record high USD 1 bln credit line. 

 
• The common view of those we talked was that most banks will be 

able to weather the current situation. Bankers we talked to said 
that smaller tier-4 banks (109 banks with assets below USD 300 mln) 
are at risk, but they noted that their influence on the system is 
limited; tier-4 banks account for only 8% of total sector assets. In 
case of extreme difficulties, these banks are widely viewed as 
takeover targets.  
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Interbank lending & interest rate 

5

10

15

20

25

30

35

Jan-08 Apr-08 Jul-08 9d Oct

5%

10%

15%

20%

25%interbank loans, USD bln
overnight interest rate

Source:  NBU 
 
Sector’s key figures, USD bln 
    

 2006 2007 9M08 
Assets 67.3 118.7 159.1 
Loans 48.6 85.2 115.0 
Deposits 36.6 63.0 69.1 
Equity 8.4 13.8 19.0 
Net income 0.8 1.3 1.6 
Source:  NBU 
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Appendix 1: Key points of the NBU's decree 
 

Below are our notes from the NBU's October 11 decree #319: 
 

• Six-month ban on the early withdrawal of term deposit accounts will 
go into effect October 13 (today). As of September 1, 2008 the 
banks had ~USD 50 bln of term accounts, or 37% of total liabilities. 

 
• Restrictions on asset operations: all banks are required to maintain 

assets at the bank's level of assets as of October 13.  This limit does 
not affect transactions involving state securities, NBU's deposit 
certificates, and interbank lending.  

 
• Real estate was added to the list of accepted collateral by the NBU 

for refinancing commercial banks. As of July 1, 2008, banks had USD 
6 bln worth of real estate on their books.  

 
• Banks' required reserve on short-term (under 183 calendar days) 

foreign borrowing was abolished. Previously, the requirement was 
20%.   

 
 
 
 

Appendix 2: NBU measures during the 
Orange Revolution 

 
Below are some of the measures the NBU took concerning banks during 
the Orange Revolution, with decree #576 (November 30, 2004): 

 
• Ban on the early withdrawal of term deposit accounts.  
 
• Restrictions on asset operations: all banks are required to limit asset 

operations at the level as of November 30.  This limit did not affect 
transactions involving state securities, NBU's deposit certificates, and 
interbank lending.  

 
• Cash withdrawals by companies was limited to UAH 80 ths, not 

including the amount needed to pay salaries and other social 
obligations 

 
• Cash withdrawals from ATM machines by individuals were restricted 

to UAH 1,500 per day  
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Investment Ratings 
 
The time horizon for target prices in Concorde Capital's research is 12 months unless otherwise 
stated. Concorde Capital employs three basic investment ratings: Buy, Hold and Sell. Typically, 
Buy recommendation is associated with an upside of 15% or more from the current market 
price; Sell is prompted by downside from the current market price (upside <0%); Hold 
recommendation is generally for limited upside within 15%. Though investment ratings are 
generally induced by the magnitude of upside, they are not derived on this basis alone. In 
certain cases, an analyst may have reasons to establish a recommendation where the associated 
range given above does not correspond. Temporary discrepancies between an investment rating 
and its upside at a specific point in time due to price movement and/or volatility will be 
permitted; Concorde Capital may revise an investment rating at its discretion. A 
recommendation and/or target price might be placed Under Review when impelled by corporate 
events, changes in finances or operations. Investors should base decisions to Buy, Hold or Sell a 
stock on the complete information regarding the analyst's views in the research report and on 
their individual investment objectives and circumstances.  
 
Concorde Capital ratings distribution  Investment banking clients* 
Buy 90 74%  Buy 7 100% 
Hold 18 15%  Hold 0 0% 
Sell 7 6%  Sell 0 0% 
Under Review 7 6%  Under Review 0 0% 
Total 122 100%  Total 7 100% 
 

*Within the last twelve month period, Concorde 
Capital has obtained compensation from these 
companies. 
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Concorde Capital, Head office  
2 Mechnikova Street, 21st Floor 
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Tel.: +380 44 391 5577 
Fax: +380 44 391 5571 
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Disclaimer  
 
THIS REPORT HAS BEEN PREPARED BY CONCORDE CAPITAL INVESTMENT BANK INDEPENDENTLY OF THE RESPECTIVE COMPANIES MENTIONED HEREIN FOR INFORMATIONAL PURPOSES 
ONLY. CONCORDE CAPITAL DOES AND SEEKS TO DO BUSINESS WITH COMPANIES COVERED IN ITS RESEARCH REPORTS. AS A RESULT, INVESTORS SHOULD BE AWARE THAT CONCORDE 
CAPITAL MIGHT HAVE A CONFLICT OF INTEREST THAT COULD AFFECT THE OBJECTIVITY OF THIS REPORT. 
 
THE INFORMATION GIVEN AND OPINIONS EXPRESSED IN THIS DOCUMENT ARE SOLELY THOSE OF CONCORDE CAPITAL AS PART OF ITS INTERNAL RESEARCH COVERAGE. THIS DOCUMENT 
DOES NOT CONSTITUTE OR CONTAIN AN OFFER OF OR AN INVITATION TO SUBSCRIBE FOR OR ACQUIRE ANY SECURITIES. THIS DOCUMENT IS CONFIDENTIAL TO CLIENTS OF CONCORDE 
CAPITAL AND IS NOT TO BE REPRODUCED OR DISTRIBUTED OR GIVEN TO ANY OTHER PERSON.  
 
CONCORDE CAPITAL, ITS DIRECTORS AND EMPLOYEES OR CLIENTS MIGHT HAVE OR HAVE HAD INTERESTS OR LONG/SHORT POSITIONS IN THE SECURITIES REFERRED TO HEREIN, AND 
MIGHT AT ANY TIME MAKE PURCHASES AND/OR SALES IN THEM AS A PRINCIPAL OR AN AGENT. CONCORDE CAPITAL MIGHT ACT OR HAS ACTED AS A MARKET-MAKER IN THE SECURITIES 
DISCUSSED IN THIS REPORT. THE RESEARCH ANALYSTS AND/OR CORPORATE BANKING ASSOCIATES PRINCIPALLY RESPONSIBLE FOR THE PREPARATION OF THIS REPORT RECEIVE 
COMPENSATION BASED UPON VARIOUS FACTORS, INCLUDING QUALITY OF RESEARCH, INVESTOR/CLIENT FEEDBACK, STOCK PICKING, COMPETITIVE FACTORS, FIRM REVENUES AND 
INVESTMENT BANKING REVENUES. 
 
PRICES OF LISTED SECURITIES REFERRED TO IN THIS REPORT ARE DENOTED IN THE CURRENCY OF THE RESPECTIVE EXCHANGES. INVESTORS IN FINANCIAL INSTRUMENTS SUCH AS 
DEPOSITORY RECEIPTS, THE VALUES OR PRICES OF WHICH ARE INFLUENCED BY CURRENCY VOLATILITY, EFFECTIVELY ASSUME CURRENCY RISK. 
 
DUE TO THE TIMELY NATURE OF THIS REPORT, THE INFORMATION CONTAINED MIGHT NOT HAVE BEEN VERIFIED AND IS BASED ON THE OPINION OF THE ANALYST. WE DO NOT PURPORT 
THIS DOCUMENT TO BE ENTIRELY ACCURATE AND DO NOT GUARANTEE IT TO BE A COMPLETE STATEMENT OR SUMMARY OF AVAILABLE DATA. ANY OPINIONS EXPRESSED HEREIN ARE 
STATEMENTS OF OUR JUDGMENTS AS OF THE DATE OF PUBLICATION AND ARE SUBJECT TO CHANGE WITHOUT NOTICE. REPRODUCTION OF THIS DOCUMENT IN WHOLE OR IN PART 
WITHOUT PRIOR PERMISSION IS PROHIBITED.  
 
NEITHER THIS DOCUMENT NOR ANY COPY HEREOF MAY BE TAKEN OR TRANSMITTED INTO THE UNITED STATES OR DISTRIBUTED IN THE UNITED STATES OR TO ANY U.S. PERSON 
(WITHIN THE MEANING OF REGULATION S UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”)), OTHER THAN TO A LIMITED NUMBER OF “QUALIFIED 
INSTITUTIONAL BUYERS” (AS DEFINED IN RULE 144A UNDER THE SECURITIES ACT) SELECTED BY CONCORDE CAPITAL.  
 
THIS DOCUMENT MAY ONLY BE DELIVERED WITHIN THE UNITED KINGDOM TO PERSONS WHO ARE AUTHORIZED OR EXEMPT WITHIN THE MEANING OF THE FINANCIAL SERVICES AND 
MARKETS ACT 2000 (“FSMA”) OR TO PERSONS WHO ARE OTHERWISE ENTITLED TO RECEIVE THIS DOCUMENT UNDER THE FINANCIAL SERVICES AND MARKETS ACT 2000 (FINANCIAL 
PROMOTION) ORDER 2005, OR ANY OTHER ORDER MADE UNDER THE FSMA. 
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