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Ratings On Tsesnabank And On Bank
CenterCredit Affirmed Following Planned
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» On Feb., 1, 2017, Tsessnabank, Tsesna Financial Bolding, and Mr. Bakhytbek
Baiseitov announced that they had been chosen as the preferred buyers for
a 41.9% stake in Bank CenterCredit,

* The deal is sublject to regulatory approval, which 1s expscted to occcur in
the second guarter of 2017.

* We are affirming our 'B+/B' ratings on Tsesnabank and cur 'B/B' ratings
on Bank Centerlredit.

*+ The negative cutlook on Tsesnabank reflects our continued concerns about
the bank's risk exposures and provisioning after a periocd of fast credit
growth, as wall as our view that the prospective Bank CenterCredit deal
couwld add some pressure.

* The stable cutloock on Bank CenterCredit reflects our expectation that its
business and financial profiles will remain at the current rating level
over the next 12 months, despite the pending change in ownership.

MOSCOW (S4P Global Ratings) Fesb. 9, 2017--5&F Global Ratings sald today that
it had affirmed its 'B+/B' long- and short-term counterparty credit ratings on
Kazakhstan-based Tsesnabank and its 'B/B' long~ and short-term counterparty
credit ratings on Bank CenterCredit JSC., The cutlock on Tsesnabank is
negative, and the cutlook on Bank CenterCredit is stable.

At the same time, we affirmed our 'kzRBE-' Kazalkhstan national scale rating on
Tsesnabank and our "kzBB+' Kazakhstan national scale rating on Bank
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CenterCredit.

Today's raving actions follow the amnouncement made on Feb. 1, 2017, that
Tsesnabank, Tsesna Financlal Holding, and Mr. Bakhytbek Baiseltov, the current
chairman of Bank CenterCredit's supervisory board, could Jdointly own 41,%% in
Bank Centerlredit, including both commen and preferred shares, after the
planned deal.

According to the announcement, South Korean Keookmin Bank chose ths
aforementicned participants as preferred buyers for its 41.9%% stake in Bank
CenterCredit, In addition, the Internaticnal Finance Corporation has chosen to
sell its 10% stake in Bank CenterCredit to Mr. Baiseitov, whose existing stake
in Bank CenterCredit was 25.6% as of Feb. 1, 2Z017. The remaining stake in Bank
CenterCredit is owned by minority shareholders, including the current
management team. The transactlon is expected to ¢lose in the second guarter of
2017, subject to ths regulatory approval by the National Bank of Kazakhstan.

The preferred buyers have yet to anncunce the price of the dezl and their
plans for Bank CenterCredit after the acguisition., Our rating actions reflect
our expectation that Bank CenterCredit will become an affiliate of Tsesnabank,
and that this might slightly weaken Tsesnabank's capitalization. We also take
inte consideraticn our view that Bank CenterCredit's asset guality and
provisioning remains relatively weak., We willl consider any associated rating
implications as the transaction's details emerge.

At this stage, we have analyzed only the likely implications of the initial
acquisition, if it is approved, for our ratings on Tsesnabank., We anticipate
that Tsesnabank will be able to fund its share of the transaction from
existing cash resocources. Although the bank's capitalization could weaken
slightly, we expect that its risk-adiusted capital (RAC) ratic will stay
within the existing 2%=-3% range that we assumsd before incorporating the news
of the possible merger.

As for Bank CenterCredit, the change of ownership would likely have no
immediate rating implications, in our view.

Since the preferred buyers' post-acguisition plans for Bank Centerfredit
remalin undisclosed at this stage, we do not factor materlal changes into our
current assessments. Nevertheless, we sge a possibillity that the new owners
would seek to leverage the complementary business models of Tsesnabank and
Rank CenterCredit.

Tsesnabank has a strong wholesale franchise and enjovs a favorable funding
position with access to lower cost of funding via govermnmental lending
programs. Meanwhile, Bank CenterCredit has a strong retall and small and
midsize enterprise franpchise. Although the banks have similar rating
strengths, in ocur view, Bank Centerlredit's creditworthiness is slightly
weaker because we see 1ts asset gquality and profitability as currently
constrained. Furthermore, we continue to note Tsesnabank's lncreased risk
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exposures and modest provizioning after several years of fast credit growth,
even though its reported nonperforming loans (NPLs; loans 90 days or more
overdus) remain relatively low compared with Kazakh peers,

TSESHNARBRNK - OUTLOOK NEGATIVE

The negative outlook on Tsesnabank reflects our opinion of the pressure on the
bank's risk positicon and capltalization due to its track record of fast credit
growth, We also factor in our view of the bank's modest provisioning budgeted
for 2017 amid cur assumpticn of a marked rise in NPLs. Meorsover, we now
incorporate our opinion of the planned purchase of a stake in Bank

CenterCredit, which has & higher risk prefile than Tszesnabani.

We could lower the long-term rating on Tsesnabank by one notch over the next

12 months if:

*+ The bank's exposure to future iosses worsensd on the back of the ongoing
aggressive growth of its loan portfolic akove the budgeted 10%-15%;

*» NFLs increased to the system-average level; and

*+ The provision coverage of NPLs reduced below 100%.

We could also take a negative rating action if we consider that the bank's
poest-acguisition risk profile has weakened., This could occur, for example, dus
to the already noted pressures being intensified by a deterioration in
post-acquisition capitalization or exposure toe Bank Centerlredit's weaker
asset guality.

We could revise the outloosk to stable if the bank strengthens its
capitalization matserially, for example through additicnal capital injections
that raise the RAL ratlio comfortably above 3%, This would provide a greater
puffer against increased future provisioning reguirements.

BANK CENTERCREDIT - OUTLOOK STABLE

The stable outlook on Bank CenterCredit reflects cur expectation that its
business and financial profiles will remain balanced at the current rating
level g¢ver the next 12 months and followlng pending changes in ownership.

We could take a negative rating action on Bank CenterCredit in the next 12
months 1f its provisions te address asset gquality deterioration put material
pressure on the bank's capitalization, resulting in cur forescast RAC ratic
declining below 3% or 1f we see substantial liguidity deterioration abt Bank
CenterCredit owing to withdrawal of material amcunts of funds duae to the
merger.

Upside potential iz limited over the naxt 12 months., A positive rating action
would binges on a proncunced strengthening of the bank's loss-absorption
capacity, either through larger capital buffers or stronger bottom-line
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earnings.

o~

We will assign a group status to Bank CenterCredit if it becomes a subsidiary

cf Tsesnabank. We generally do not assign a gr

strategic to newly acguired subsidiaries.
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Ratings On Tsesnabank And On Bank CenterCredit Affirmed Following Planned Purchase Announcement

Certain terms used in this report, particularly certain adiectives used to
express our view on rating relevant factors, have specific meanings ascribed
to them in cur oriteria, and should therefore be read in conjunction with such
criteria. Please ses Ratings Critseria at www.standasrdandpoors.com for further
information. Complete ratings information is available to subscribers of
Ratingshirest at www.glcbalcreditportal.com and at specapitallg.com. ALL
ratings affected by this rating action can ke found con the S&P Global Ratings’
public website at www.standardandpoors.com. Use the Ratings search box located
in the left column. iternatively, call ong of the following S&P Global
Ratings numbers: Client Support Furops (44} 20-7176-7176; London Press Cffice
{443 20~7176~3605%; Paris (33) 1-4420-6708; Frankfurt {49} &9-33-599-225;
Stockholm (467 B-440-5914; or Mosgow 7 {(4395F 783~-4003.

WWW STANDARDARNDPOORS.COM FEBRUARY 4, 2017 6

) S&F Global Ratings. All rights reserved. No reprint or dissemination without S&F Global Ratings' permissicr. See Terms of Use/Tisclalmer on the
fast page




Copyright @ 2017 Standard & Peor's Financial Services LLC. All rights reserved.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part
thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval
system, without the prior written permission of Standard & Poor's Financial Services LLC ar its affiliates {collectively, S&F). The Content shali not be
used for any unlawfuf or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or
agents (collectively S&P Parties) do not guarantee the accuracy, cocmpleteness, timeliness or availability of the Content. S&P Parties are not
respansible for any errors or omissions (negligent or otherwise), regardliess of the cause, for the results obtained from the use of the Content, or for
the security or maintenance of any data input by the user. The Content is provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR
A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no
event shali S&P Parties be lable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees, or losses (including. without limitation, lost income or lost profits and opportunity costs or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages,

Credit-related analyses, including ratings, and statements in the Centent are statements of opinion as of the date they are expressed and not
statements of fact, S&P's opinions, anatyses and rating acknowledgment decisions (described below} are not recommendations to purchase, hald, or
sell any securities or te make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to update the
Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skifl, judgment and
experience of the user, its management, emplayees, advisors and/or clients when making investment and other business decisions, S&P does not
act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be
reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

To the extent that regulatery authorities aliow a rating agency to acknowledge in ene jurisdiction a rating issued in another jurisdiction for certain
regulatory purposes, S&P reserves the rght to assign, withdraw or suspend such acknowledgment at any time and in its sole discretion. S&P Parties

* disclaim any duty whatsoever arising cut of the assignment, withdrawal or suspension of an acknowledgment as well as any liability for any damage
alleged to have been suffered on account thereof.

S&P keeps cerain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective
activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&F has established
pelicies and procedures to maintain the confidentiality of certain non-public information received in connection with each analyticat process.

S&P may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of securities or from
obligors. S&P reserves the right to disseminate its opinions and analyses. 3&P's public ratings and analyses are made available on its Web sites,
www.standardandpoors.com {free of charge), and www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be distributed
through other means, including via S&P publications and third-party redistributors, Additional information about our ratings fees is available at
www.standardandpoors.com/usratingsfees.

Standard & Poor’s | Research | February 9, 2017 7




