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5 of 32 Belarusian banks
account for about 80% of the
market

In 2011, the Belarusian
banking sector operated under
the tough conditions

Since 2011, banks prepare
their financial statements in
accordance with 29th IAS

National Bank tightens
requirements for the
regulatory capital of the banks

There is a high M&A activity in
the banking sector

New leader in consumer
lending

Liquidity crisis is growing

BANKING SECTOR

The banking sector of the Republic of Belarus is represented by 32 operating banks. It is
characterized by a high level of concentration: the 5 largest banks account for about 80%
of the banking sector assets, and 3 out of 5 banks are state-owned. In 15 banks foreign
capital exceeds 50%, 9 banks are completely foreign-owned, though the state share in
the banking sector assets prevails and amounts to about two-thirds, and it is significantly
higher than in the neighboring countries and in the EU.

In 2011, the banking sector operated under the tough conditions. As a result of the
national currency devaluation (the total depreciation by 2,7 times in 2011) the total
banking sector assets, the regulatory capital (authorized capital of banks is denominated
in Belarusian rubles) and profit in foreign currency terms decreased sharply compared to
2010.

In 2011, in connection with the application of IAS 29 "Financial reporting in
hyperinflationary economies" the vast majority of Belarusian banks reported a net loss
according to IFRS. Under National standards all banks in Belarus, with the exception of
the Belarusian Bank for Small Business, reported profit in 2011, but according to IFRS all
banks, except for Priorbank, BelSwissBank, MTBank and Bank Moscow-Minsk, incurred
losses.

The National Bank (NB) tightened the requirements for the minimum regulatory capital
for existing banks that don’t have a license to attract retail deposits. The requirement for
the minimum regulatory capital will be gradually increased — up to 15 EUR mn from
01.01.2014 and up to 25 EUR mn from 01.01.2015.

In 2012, the 32nd bank was registered (BIT-bank), another bank is in the process of
registration (Eurosetbank). Also this year retailer "Euroopt" bought OJSC "International
Reserve Bank" from the investment group Dogmat. Due to the changes to the regulatory
capital requirements a new wave of mergers and acquisitions has begun among the
banks at risk.

There were significant changes in the banking sector - the shift of forces occurred in the
consumer loan market. Priorbank took the lead in the portfolio of consumer loans and
outrun such major players as Belarusbank and Belagroprombank. Some specialized banks
- SomBelBank, Delta Bank, Home Credit Bank, MTBank — also expanded their loan
portfolios significantly.

There has been a sharp increase in interest rates in the interbank market since the end of
September. Interest rates rose from 20 to 70% per annum. September of this year was
preceded by an 8-month excess liquidity, but since September 1 there is an acute
shortage of liquidity connected with the increased demand for foreign currency, a large-
scale financing of government programs and increased reserve requirements. After an 8-
month break NB began to support the liquidity of the banks due to the gradual increase
of the liquidity crisis. To avoid deterioration of liquidity, banks are trying to provide a real
inflow of ruble deposits increasing interest rates for deposits.
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Banking sector landscape*
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regulatory capital of banks, which is 25 EUR mn for the newly created banks (for the existing
banks standard will be introduced on 1 January 2015).
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The sector is highly concentrated and dominated by the
state. State Belarusbank is an absolute leader by the
market size

5 largest banks out of 32 operating banks account for about 80% of bank
assets. Three of them are state-owned banks - Belarusbank,
Belagroprombank and Belinvestbank.

Belarusbank is the largest bank (about 45% of bank capital). State-
owned banks in general dominate on the market accounting for 68% of
the capital and 66% of the assets.

In addition to state-owned banks the category of large-sized banks
(equity capital of over 50 EUR mn) is represented by banks with Russian
capital, Priorbank (Austria) and TC Bank (Iran).

The share of foreign capital in the sector

Almost all out of 32 operating banks has foreign capital, there are 9
completely foreign-owned bank, and in 15 banks the share of non-
residents exceeds 50%. But non-residents account only for 16,5% of the
authorized capital of the banking sector as of 01.07.2012 (27,5% as of
01.07.2011). The quota for the participation of foreign capital in Belarus
is 50% of the total authorized capital of the banks (up to 2008 - 25%).
The share of foreign capital has sharply decreased in the 2nd half of
2011 due to the fact that state-owned banks in response to the
devaluation significantly increased its authorized capital.

Foreign capital is presented in the republic by the Russian and other
foreign capital. The largest foreign bank subsidiary is BPS-Sberbank
(Russia), the largest foreign bank with other (non-Russian) capital -
Priorbank. In general, the banks controlled by the Russian capital are
medium-sized in terms of assets and occupy 6-11 places in the banking
system of Belarus. Besides Russia's Sberbank, Vnesheconombank,
Gazprombank, VTB, Bank of Moscow, Rosbank and Alfa-Bank have
subsidiaries in Belarus. Banks with other foreign capital are mostly small-
sized banks (except for Priorbank and TC Bank).

Iranian TC Bank broke into the top-8 largest banks

TC Bank moved from the category of medium-sized banks to the large-
sized due to the fact that it was the leader in terms of capital growth in
2011 and early 2012. The bank capital increased in 2011 by 5,5 times -
up to 667,5 BYR bn as of January 1, 2012. Capital in the euro equivalent
increased by 2 times.

Source: Raiffeisen
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A large number of banks are at risk:

* 9 banks do not comply with a 25
EUR mn requirement

e 2 banks do not comply with a 5
EUR mn requirement

Among the small-sized banks, both attracting
and not attracting retail deposits, there are
those whose regulatory capital after the
devaluation does not comply with the National
Bank requirements, therefore there is a risk of
winding-up. In general, the whole group of
small-sized banks are at risk because of the
increase of regulatory capital requirements for
all operating banks up to 25 EUR mn in 2015.
This situation encouraged the banks to
consolidate.
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M&A activity

BANKING

SECTOR

The banking sector of the Republic of Belarus is one of the most dynamic sectors of the economy. This sector traditionally
has a high investment activity, which reached the peakin 2007-2008.

M&A deals

T R R R RN RN T

»50% of shares of Priorbank
were acquired by Raiffeisen

International. From 2003 to > "Lorobank" was

2008, Raiffeisen International acquired by Czech group

» A controlling stake in
"Slavneftebank" was

Bank-Holding AG increased "Home Credit” for 4,8 EUR acquired by Russian Bank

its stake in the share capital
of the bank. In 2008, the
EBRD sold its shares and
withdrew from the bank's
shareholders.

The highest M&A activity was observed
in 2007-2008. During this period nine
major transactions were consummated.
The share of foreign capital in the
aggregate authorized capital of the
banking sector was close to the
maximum permissible level (quota -
25%), and the quota was increased up
to 50% to stimulate further inflows of
foreign capital.

Most recent M&A transaction in
banking sector refers to May of 2012 —
Evrotorg purchased 92% of the
International Reserve Bank’s shares for
4,7 mn USD.

The establishment of new requirements
for banks’ capital (25 mn EUR) caused a
new wave of mergers and acquisitions
of small-sized banks.

mn. In 2007, "Lorobank"
was renamed into OJSC  bank was renamed into VTB
"Home Credit Bank".

VTB for 25 USD mn. The

Bank (Belarus).

» Selling of the controlling
stake of
"Belvnesheconombank"
belonging to the Republic of
Belarus for 21,5 USD mn to
Vnesheconombank.

»The controlling stake of
CJSC "Atom-Bank" was sold
to the Ukrainian Delta-Bank’s
owner Nikolay Lagun. CJSC
"Atom-Bank" was renamed
into JSC "Delta Bank".

» Monister Investments Ltd
(Cyprus), a holding company
of an American Horizon
Capital, became a
shareholder of “MTB Bank”.
This deal was the 15t example
of “portfolo” private equity
fund entering Belarusian
banking industry.
> VICPART HOLDING SA
(Switzerland) bought a 97%
stake of the North
Investment Bank, and the
bank received a new name —
"Credexbank".

»JSC “SomBelBank" became

a part of Polish financial
holding company Getin
Holding SA. The share of
new investors in the
authorized capital reached
75,04%.

»Bank of Georgia bought a
70% stake in Belarusky
Narodny Bank for 34,2 USD
mn. In 2010, IFC acquired
19,99% of the Belarusky
Narodny Bank’s shares for

8,2 USD mn from the Bank of

Georgia.

» Consortium "Alfa-Group"

completed the acquisition of

more than 88 % of
“Mezhtorgbank” share
capital.

»EBRD acquired 25% plus 1
share in “RDB-Bank”. In
2010, 14,99% of JSC «RDB-
Bank" was acquired by DEG

»The largest Belarusian
retailer "Euroopt"
bought 92% of the

International Reserve
Bank shares from the
investment group
"Dogmat" for 4,7 EUR
mn.

»The purchase of JSC
"BPS-Bank“ shares by
Sberbank of Russia
(93,27% of shares) for
280 USD mn. In 2011,
the bank was renamed
into "BPS-Sberbank".

The largest transaction in the
banking sector is the purchase
of BPS-Bank by Sberbank of
Russia for 280 USD mn. After
this transaction, the banking
sectorwas slack in mergers
and acquisitions up to 2012
due to both the global
financial crisis and the crisis in
Belarusin 2011.
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Belarusian banks ratings

Market share by Assets
Belarusbank is the largest bank in Belarus, it accounts for 40,7% of 50,0%
banking sector assets and 44,7% of the capital. The largest private bank 10,7%
in the country is BPS-Sberbandk, its share in banking assets is 9,6%. 40,0% -

30,0%

The largest banks in Belarus

20,0%

Assets, EUR mn, as of Equity, EUR mn, as of

01.09.2012 01.09.2012 10,0%

11855,9 1875,8 0,0%
Belagroprombank 5672,8 787,0

BPS-Sberbank 2796,7 206,8 &
! [
Belinvestbank 1593,8 160,6 Q;z\,b‘?o
1327,7 171,8
Belvneshec 1417,2 256,3
907,5 170,7
T8 Bank (Belarus) 746,0 46,1 Market share by Equity
0,
Bank Moscow-Minsk 426,0 39,2 50,0% 14,7%
C Bank 388,3
S 40,0%
Source: National Bank of the Republic of Belarus
30,0%
20,0%
Moody’s and S&P rating of Belarusian banks 9,2%
10,0% .........
Woodys T e a1 81% 5 5
== A%%"3,8%2,3% 1 194.0,0%
Long Term Bank Financial Long Term
Ragting Sl Ragting 0.0%
Rating *o"’& ‘O’b& ’b(& ‘Oé& 0%5{- ‘OQ’& ‘0@5“_ & “@_\(\‘* 'z;‘&\ \‘5\?}%
F TS SN O
Belarusbank Caal E+ Negative B- Stable RS (\06\ & ¥ & N Y
€ o}oQ é,o Qs‘o Q>®\\ \o}x @oc)o q,’b(\
20 L Q
Belagroprombank Caal E+ Negative B- Stable & \@Q‘L’ Q Q’b& 4’\%
%Q/

Belinvestbank Caal E Negative
BPS-Sberbank Caal E+ Negative B- Stable
Source: Raiffeisen, National Bank of the Republic of Belarus

MTBank Caal E+ Negative

bank B- Stable

Source : Moody’s, S&P
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Banks rating by the volume of consumer lending, 2012 Breaking point on the consumer lending
market

Ig:::u:s“:f Ig:::u:;a portfolio .| change It is also worth mentioning that 2012 was a
! ! growth, = kel | breaking point on the consumer lending market.
01.01.2012, | 01.10.2012, 01.10.2012
S Vi BYR bn 01.01.2012 )
f f . Priorbank by the volume of consumer loans

have left behind perennial leaders -

Be'agropromba"k 2 2l2zs LI 2 1 Belarusbank and Belagroprombank - and now
1173,6 943,8 -229,8 3 -1 ranks #1.
L0 Ciuos 241 4 2 »  Specialized retail banks - SomBelBank, Delta
627,2 599,8 27,4 8 -4 Bank, Home Credit Bank, MTBank — expanded
598,4 3710 2274 o 6 their .Ioan portfc.)I'los significantly  while
portfolios of traditional leaders (top ten
524,4 389,0 -135,4 10 -4 banks) fell
418,1 649,3 231,2 5 +2 ) )
. Single-product retail banks that at the
407,5 646,5 239,0 5 2 beginning of the year were on the verge of
373,3 257,0 -116,3 14 5 top-10 by the size of the portfolio, now ranks
nBe“nvestbank 3707 353,67 17,03 - B 4-7, pushing as.lde the former leaders (BPS-
Sberbank, Belinvestbank, Belgazprombank
EVTB Bank (Belarus) 347,6 421,1 73,5 9 +2 and Belrosbank)

SomBelBank 327,5 707,8 380,3 4 +8 . .
n Now the consumer lending segment is
ERDB‘Ba“k 2381 264,6 26,5 13 S dominated by banks with foreign (not
nMTBank 226,5 632,9 406,4 7 +7 Russian) capital - Priorbank (Austria),
ETrustbank 95,4 70,2 252 - L MTBank (Cyprus),. SomBelBank (F-’oland),

Delta Bank (Ukraine), Home Credit Bank
EBTA Rl L 43x) — — = (Czech Republic); and their share in the total

‘A Belvnesheconombank 56,2 77,2 21,0 15 +2 portfolio has increased since the beginning

0, 0,
nParitetbank 516 53,0 14 18 - of the year from 30@ to 43%, and by the end
of the 4th quarter will come close to 50%.
EBBSB Bank 44,7 40,1 -4,6 21 -2
mAbsqutbank 41,1 50,6 9,5 19 +1
HFransaBank 30,9 30,9 0 22 -1
mAlfa-Bank 30,8 29,4 -1,4 23 1
Belarusky Narodny 18,0 421 21 2 +3
Bank
International Reserve 173 155 18 24 :
Bank
HZepter Bank 8,8 11,8 3,0 25 =
nTechnobank 5,7 4,7 -1,0 26 =
7%/ |TC Bank 1,4 1,3 0,1 27 =
mBeISwissBank 0,033 0,014 -0,019 28 =

CJSC UNITER Investment Company®©



November, 2012

BANKING SECTOR

Efficiency indicators

Profit and efficiency of the banking sector )
Average return on assets and equity under IFRS for

the period 2007-2010 is 1,52% and 9,27%

Average Average respectively.
for 2007 (National | fr 2097- In 2011, all banks except BBSB reported a profit
under National standards. The banks with foreign
Belarusbank 1,40%  -3,84% 0,77% 14,45% -28,82%  4,97% capital worked more efficient - return on assets and
Belagroprombank 0,74% -12,14%  0,76% 3,08%  -55,36%  4,23% equity in state-owned banks is much lower
BPS-Sberbank 1,80%  -0,53% 1,54% 9,42%  -5,74%  22,57% compared to foreign banks and the industry
Belinvestbank 1,35%  -2,09%  154%  13,11% -18,66% 13,86% average due to the fact that they are engaged in
3,45%  0,78% 5,68%  24,56%  5,30%  40,59% the financing of various government programs.

Belvnesheconombank 1,05% -7,39% 3,27% 4,38% -43,29%  24,72%
Belgazprombank n/a -3,73% 3,12% n/a -29,89%  22,91%

TB Bank (Belarus) 1,49% -1,53% 2,16% 12,22%  -18,77%  27,20%
Bank Moscow-Minsk 3,81% 0,44% 3,90% 34,39% 3,42% 35,58% "Financial reporting in hyperinﬂationary

CBank 137%  -761%  1,98%  10,77% -26,74%  8,88% economies". Only two of the top-10 bank showed a

SfaRank 1,10%  -301%  2,36%  1026% -33,590% 3283% ¥ profit - Priorbank and Bank Moscow-Minsk. One of

Belrosbank 1,38% -3,31% 1,56% 18,94% -47,79%  20,93% the smallest banks — Honorbank — has the best
TBank 517%  1,40%  537%  2051% 10,23% 42,09% | result, Credexbank and Eurobank— the worst.

Delta Bank 062% -12,10%  2,06%  187% -111,00% 16,27%
echnobank 338%  505%  051%  12,84% 19,73%  2,51%

Paritetbank 236% -17,58%  131%  809% -10638%  3,49%

Under IFRS most banks reported a loss in 2011. This
is largely due to the fact that the banks were forced
to recalculate statements in accordance with IAS 29

Despite the fact that most banks under IFRS have
worse profit margins compared to those under
National standards (including those who have a

KomBelBank 547%  -3,87%  4,20%  12,35% -16,01% 21,83% ) )
profit), some banks - Technobank, Home Credit

RDB-Bank 643% -16,19%  2,53%  20,52% -87,55% 16,90% Bank, BelSwissBank and Honorbank — reported

ome Credit Bank 5,78%  15,72%  3,06%  14,10% 49,26%  11,79% e;/endhltgjher profit under IFRS than under National
standards.

4,62% 13,24% 4,23% 23,10% 57,49%  18,07%
2,62% -10,79% 2,93% 4,86% -29,54% 10,57%
1,54%  -10,59% 1,29% 7,94%  -7572%  7,86%
BTA Bank 1,47% -11,83% 1,89% 9,65% -61,24% 10,06%
ransaBank 6,25% -4,21% 7,55% 12,14% -12,14%  23,86%
Zepter Bank 6,71% -6,40% 21,26% 9,14% -12,26%  42,29%
BBSB Bank 0,18% -12,68% -0,50%  3,17% -110,72% -5,15%
redexbank 7,88% -26,88%  3,11%  17,61% -53,52%  6,19%
Absolutbank 5,17% -3,57% 7,83% 20,26% -17,48% 32,52%
onorbank -5,15%  34,78%  4,20%  -7,02% 69,12%  9,03%
-0,24%  -22,06% 4,99% -0,47%  -46,67% 10,78%

-0,80% -13,88%  43,61% -0,94%  -16,44% 51,43%

1,52%  -5,13% 1,56% 9,27%  -33,59% 10,61%

BelSwissBank
Belarusky Narodny Bank
nternational Reserve Bank

Source: UNITER on the basis of financial statements of the banks
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Statistics

Assets quality

Total assets of banking sector in 2011 amounted to 265,1 BYR tr. Average
annual growth rate of assets in the banking system over the period 2007-
2011 amounted to 57,6%. However, it should be noted that as a result of
the devaluation of the currency, assets of the banking sector
denominated in foreign currencies and declined from 32,8 EUR bn to 24,5
EUR bn. As of September 1, 2012 bank assets grew up to 309,6 BYR tr.

The ratio of assets / GDP increased steadily from 2007 to 2011 and
amounted to 94,6% in 2011. The banking system of Belarus is well
developed, as this ratio in Belarus is higher than in neighboring countries
and in many European countries.

The largest share in the structure of banks' assets accounts for the
requirements for economic entities, the National Bank and individuals -
about 82% of all assets. Requirements for economic entities totaled 143,1
BYR tr, for the National Bank — 55,9 BYR tr, for individuals— 34,5 BYR tr.

Loans

The structure of loans is traditionally dominated by corporate loans in the
national currency, but their share in 2011 decreased significantly (from
54,6% in 2010 to 40,2% in 2011) due to the three-time increase in foreign
currency loans (their share has increased from 19,9% in 2010 up to 38,1%
in 2011), which may be due to the lack of currency of business entities.
Overall, the share of corporate loans account for about 78% of all loans.
Loans to individuals account for only about 21,7%, and among them the
largest share falls on loans in local currency (93,5%).

Loan portfolio

100,0%
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30,0%
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10,0%
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Source: National Bank of the Republic of Belarus

Total assets dynamics
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Source: Raiffeisen

Assets structure, 01.07.2012
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Non-performing assets

The situation on the currency market in the country influenced the
performance of banks: the share of non-performing assets in total assets
subjected to credit risk increased in 2011 up to 4,2% (3,6% in 2010). The
level of coverage of non-performing assets also increased and
accounted for 79% (61,9% in 2010), which increased the stability of the
banking sector in Belarus.

Liabilities

In the structure of liabilities the shares of economic entities and
individuals occupy approximately equal proportion (about a quarter of
total liabilities). A large share of liabilities accounts for non-residents

(16%). Means of economic entities and individuals are 73,0 and 67,6 BYR
tr respectively, of non-residents— 45,5 BYR tr.

Deposits

The structure of deposits compared to the structure of liabilities is more
homogeneous. However, in 2011 it changed slightly. The share of
deposits of both economic entities and individuals in foreign currency
and in national currency declined due to more attractive rates for
deposits in foreign currencies compared to the rates for deposits in the
national currency against the hyperinflation of the Belarusian ruble.

Loans and deposits volumes

Important indicators of banking system are deposits and loans volumes.
In 2011, banking sector of Belarus attracted 98,2 BYR tr in deposits and
issued loans worth 147,9 BYR tr (in 2010 — 43,0 and 88,8 BYR tr
respectively). The average annual rate of loan growth during 2007-2011
accounted for 50,3%, deposit growth - 48,7%. For the 3 quarters of
2012, deposits and loans amounted to 132,9 and 188,5 BYR tr
respectively.

Deposits and loans dynamics, tr BYR
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200,0
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60,0 44:8 2300 T
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20’0 S 4 W 0200 92 BN 444 AN e 000 e
o« ot me I B
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Source: National Bank of the Republic of Belarus

Non-performing assets
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I Provisions for assets subject to credit risk, (% of non-
performing assets)

=== Share of non-performing assets in assets subject to credit
risk, % (right axis)

Source: Belstat
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Source: National Bank of the Republic of Belarus

CJSC UNITER Investment Company®©



November, 2012

BANKING SECTOR

Banking efficiency

Performance indicators of banking sector are profit, return on assets
and return on regulatory capital. In 2011, total profits of banking sector
increased in comparison with 2010 and amounted to 3087,1 BYR bn (1
714,9 BYR bn in 2010). Average annual growth from 2007 to 2011 was
50,5%. It should be noted that the profits of banks expressed in foreign
currency decreased in 2011 compared to 2010 from 428,8 EUR mn to
285,8 EUR mn.

In 2012, profit for the eight months in 2012 exceeded the annual profit
in 2011 and reached 3647,5 BYR bn.

According to the national accounting standards, despite the difficult
financial situation in 2011, profitability did not deteriorated. Return on
assets remained at the same level (1,7%) and return on regulatory
capital increased from 11,9% in 2010 up to 15,6% in 2011. In 2012,
return on regulatory capital remained the same, while the return on
assets increased up to 1,9%.

Regulatory capital

Regulatory capital increased significantly in 2011 (from 17,6 BYR tr in
2010 up to 37,4 BYR tr in 2011). This was due to the fact that as a result
of devaluation of the national currency, the regulatory capital of some
banks measured in EUR (the registered capital is denominated in
Belarusian rubles) did not meet the requirements of the National Bank,
and many banks actively increased it. Average annual growth rate of
regulatory capital in 2007-2011 was 55%. In 2012, banks continued to
increase the amount of regulatory capital which on September 1, 2012
was 44,2 BYR tr.

Adequacy of regulatory capital in 2011 amounted to 24,7% (20,5% in
2010), while capital adequacy ratio established by the National Bank for
the safe operation was 8%. In 2012, the capital adequacy decreased to
22%.
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Recent developments

As for July 1, 2012 total authorized capital of banking sector amounted
to 28,5 BYR tr. In comparison with the previous year the authorized
capital increased by more than 2 times (12,6 BYR tr as of 01.07.2011).
This increase was due to the devaluation of Belarusian ruble and the
need to meet the requirements of the National Bank. The authorized
capital denominated in foreign currency also increased (from 1,8 EUR bn
to 2,7 EUR bn). The state's share in the authorized capital at 01.01.2012
amounted to 82,5% (in the first half of 2011 — 70,5%).

During the first half of 2012 the assets of banking sector increased from
257,4 to 280,5 BYR tr, regulatory capital - from 37,4 to 42,2 BYR tr,
assets and regulatory capital increased by 56% and 116% respectively
compared to the assets and capital as of 01.07.2011. Adequacy of
regulatory capital decreased slightly from the beginning of this year
from 24,7% to 23%, however, the adequacy of regulatory capital on
01.01.2012 is much higher than this indicator for the same date of the
previous year (16,7%).

Profit of banking sector grew steadily in the first half of 2012 and
amounted to 2,9348 BYR tr (1161,5 BYR bn in H1 2011). The profit in
foreign currency also increased from 162 EUR mn in the 1st half of 2011
to 277,3 EUR mn in the 1st half of 2012 (up to 71%). Return on assets
was growing, and at the end of 1H was 2,0% (1,6% in 2011), the return
on equity in 1H was virtually unchanged, but comparing with the return
on equity at 1 July 2011, there was a growth (from 12,5% to 15,8%).

Forecast

In the Q4 of 2012 and Q1 of 2013 the market will be influenced
primarily by the following factors: the return of devaluation
expectations (outflow of deposits in Belarusian rubles, increased
demand for foreign currency and ruble-denominated loans), immediate
changes in the situation with funding (from the excess liquidity in all
currencies to a shortage of ruble liquidity). Retail banks obviously slow
down their growth due to the lack of credit resources, increase of public
demand for ruble loans will make them more expensive. Large universal
banks under the pressure from both the government and the clients will
most likely direct rubles for the lending for corporate segment.
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Regulatory environment

Government regulation:

estate registration (of newly established (reorganized) banks and
amendments to the Charter of the banks;

elicensing of banking activities;

ecertain prohibitions and restrictions on banks and non-bank
financial institutions;

esetting standards of safe functioning for banks and non-bank
financial institutions.

The following standards for banks’
established:

eminimum size of an authorized capital for newly created
(reorganized) bank;

emaximum amount of physical assets contributions to the
authorized capital of a bank;

eminimum regulatory capital for an operating bank;

eadequacy of regulatory capital of a bank;

eliquidity ratios of a bank, etc.

Minimal required capital:

5 EUR mn — minimal amount of regulatory capital for operating
banks (up to 01.01.2014)

25 EUR mn — minimal amount of regulatory capital for
operating banks that have the right to attract retail deposits

¢25 mn EUR — minimal authorized capital for newly created
(reorganized) banks

eQuota on the foreign capital participation in the Belarusian
banking system is set up by the National Bank with the approval
of the President. It amounts to 50% of the total volume of
authorized capital.

eBanks with foreign investments
authorization from the National Bank:
-to increase the authorized capital of a bank using non-residents’
funds;

-to sell shares to non-residents.

eNational Bank may establish restrictions on banking operations
for foreign banks if similar restrictions on activities of banks with
Belarusian investments have been imposed in the relevant
foreign countries.

On the date of approval of the annual report banks are required
to create a reserve fund not less than 5 percent of the registered
authorized capital.

Standards for mandatory reservation deposited in the National
Bank of Belarus:

eFor retail deposits in Belarusian rubles - 0 per cent;

eFor corporate deposits in Belarusian rubles - 10 percent;

eFor the funds raised in foreign currency - 12 percent.

National Bank made changes to requirements for the minimal
regulatory capital of the existing banks which do not attract
retail deposits. The requirement for the minimum regulatory
capital will be gradually increased — up to 15 EUR mn from
01.01.2014 and up to 25 EUR mn from 01.01.2015.

Safety standards safe functioning are

Specific requirements for

should obtain prior

Reserve fund and
andatory reservation

Regulatory changes

The existing regulatory acts in banking laws in the
Republic of Belarus are based on the provisions of
Basel Committee on Banking Supervision, "Core
Principles for Effective Banking Supervision" (1997).

National Bank of the Republic of Belarus performs
banking supervision over the implementation and
compliance of credit institutions activity to the
national legislation. National Bank of the Republic
of Belarus performs banking supervision in two
forms:

- Off-site management - by monitoring of reports
and other documents;

- On-site examination - through audit carried out at
the location of the bank and its business units.

Minimum capital requirements (EUR
mn)

Lithuania
Latvia
Poland
Kazakhstan

Ukraine

Russia (for newly created
banks)

Russia (for existing banks)

Belarus (for newly created
banks)

Belarus (for existing banks that
attract retail deposits)

Belarus (for existing banks)

0 10 20 30

An important regulation identified by the National
Bank to commercial banks is minimum capital
requirements. At the moment, this indicator for
operating banks is below or at the same level with
the neighboring countries. But it is planned to
increase it in the future for the purpose of
consolidation of players on the market, as well as
to increase their financial stability.
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Statistical appendix

Key economic indicators

indicator ______________________Junit | 2005 2006l 2007l 2008 2009l 2010 ___ 2011

N BYR trillion 65,07 79,27 97,17 129,79 137,44 164,48 274,28
T usb bn 30,2 37,0 45,3 60,8 49,2 55,2 473
Real GDPgrowth VA% 9,4 10,0 8,6 10,2 02 7,7 53
Industrial production  E3%W 10,5 11,4 8,7 11,5 -2,0 12,0 9,1
Agricultural production P3N 17 59 4,1 8,9 1,0 25 6,6
T s N % v oy, period average 10,4 7,0 8,4 14,8 13,0 7,7 52,3
AT s N % yoy, end of period 8,0 6,6 12,1 13,3 10,1 9,9 108,7
lindustrial product priceindex. DAV IRV IRrS 12,1 8,3 16,3 14,8 15,0 13,5 69,2
lIndustrial product priceindex. PRV R ROSates| 11,0 9,0 22,2 15,4 11,3 18,9 149,6
Exports of goods and services (USD)  pPAYeN, 15,9 22,3 24,2 34,2 32,9 20,3 54,2
imports of goods and services (USD) PRV, 3,8 33,2 28,0 37,0 27,0 22,8 29,3
Current account USD mn 436 -1448 -3040 -4988 -6178 -8278 -5775
Currentaccount* DA 1,4 -3,9 -6,7 -8,2 -12,6 -15,0 12,2
S usb mn 303 351 1790 2150 1782 1352 3928
T e e I UsD min, end of period 1297 1383 4182 3061 5653 5031 7916
Governmentbudgetbalance DAL -0,7 14 0,4 14 -0,7 -2,6 2,4
T T N % GDP, end of period 5,8 6,5 6,3 6,6 5,7 5,6 11,8
T N % GDP, end of period 17,0 18,5 27,6 24,9 44,8 51,6 71,9
e N % yoy, end of period 74 20 38 12 -12 50 84
S A I 5 YR/ USD, per. average 2154 2145 2146 2136 2793 2978 4623
S T e e I 5 YR /USD, end of period 2152 2140 2150 2200 2863 3000 8350
T AT S 5 YR /EUR, per. average 2681 2692 2937 3135 3885 3950 6432
S T e e I YR /EUR, end of period 2546 2817 3167 3077 4106 3973 10800

Source: IPM research centre

Assets and regulatory capital

43,0 67,0 86,7 131,2 265,1
6,5 11,3 13,4 17,6 374
19,3% 21,8% 19,8% 20,5% 24,7%
Gop ] 97,17 129,79 137,44 164,48 274,28
44,2% 51,6% 63,1% 79,8% 96,6%

Source: Belstat

Assets/GDP State-ownership in banking sector
hussia IR 66%
Ukraine | 80,6% il
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poland ___| 90,7% —
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m 118,7% 1
jungary  [EEEPEY- 3%

Source: Raiffeisen Source: Raiffeisen
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Statistical appendix

Deposits, BYR bn

20083,7 26205,7 33639,1 43026,7 98206,8
Retail deposits,
BYR 6786,1 7731,4 8012,5 9810,9 13854

X 3783,6 5530,8 10140,7 13146,5 35168,3
deposits, BYR 5626,9 8269,7 9412,2 11094,5 20599,7
deposits, FX 3887,1 4673,8 6073,7 8974,8 28584,7

Source: National Bank of the Republic of Belarus

Loans, BYR bn

28976,6 44765,9 63639,9 88807,3 147867

Retail loans, BYR 6220 9332,3 12932,3 21067,0 29961,4
Retail loans, FX 1746,7 3256,1 3021,2 1617,8 2028,2

BYR 11849,4 21601,9 31894,5 48483,0 59475,4
X 9160,5 10575,5 15791,9 17639,6 56402,0

Source: National Bank of the Republic of Belarus

Troubled assets

Provisions for assets subject to credit risk, (% of

roubled assets) 61,6% 70,0% 44,9% 61,9% 79,0%
Share of troubled assets in assets subject to
ig 1,9% 1,7% 4,2% 3,6% 4,2%
Source: Belstat
Assets structure, 01.07.2012 Liabilities structure, 01.07.2012

" entral governmentand local
Due from state authorities 5,8% g
au ies 9,6%
Due from economic entities 50,5% unds of the National Bank 3,8%

Due from individuals 12,2% ) "
conomic entities 25,8%
H 0,
Due from the National Bank 19,7% m 23,6%

Due from other banks 3,5% unds of other banks 3,8%

Due from non-residents 6.0% 16,0%
23% ther sources 17,4%

Source: National Bank of the Republic of Belarus
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Statistical appendix

Profit and rate of return

Profit, BYR bn (left axis 602,1 729,8 1084,2 1714,9 3087,1

1,7% 1,4% 1,4% 1,7% 1,7%
10,7% 9,6% 8,9% 11,8% 14,9%
Source: Belstat
Net assets of the banks, 01.09.2012 Capital of the banks, 01.09.2012
mn
FWselarusbank 124842494 | 40,7% [IEWliBelarusbank 19752651 44,7%
nBeIagroprombank 59734931 19,5% nBeIagroprombank 8286630 18,8%
0,
[ENBPs-sberbank 29449521 9,6% ngils"’;?hzwzmbank 2 ijg ii; 2';;
W selinvestbank 16783129  55% nﬂ >overban e
[EliBelvnesheconombank 14922731 4,9% ——— 1809344 1%
€ b2 Al Belgazprombank 1797716 4,1%
1 0,
nPnorbank 13198067/ 4,6% Belinvestbank 1691287 3,8%
Belgazprombank 9556019 3,1% “TC Bank 1018 109 2,3%
[ElvTB Bank (Belarus) 7855696 2,6% [E VT8 Bank (Belarus) 485917 1,1%
nBank Moscow-Minsk 4485879 1,5% [IET Bank Moscow-Minsk 412913 0,9%
fTC Bank 4088705 1,3% [ETW Belrosbank 379967 0,9%
ik Alfa-Bank 3304547 1,1% sPIMTBank 349958 0,8%
s AMTBank 2499 344 0,8% FransaBank 318228 0,7%
“E¥Belrosbank 2249242 0,7% IETH Alfa-Bank 303423 0,7%
TV Delta Bank 1257 698 0,4% BeISwissBank 292426 0,7%
53 Technobank 1219876 0,4% BT zepter Bank 285858 OiEs:
i 0,
TlsomBelBank 1184053 0,4% :°rf‘e Se‘:t Bals ig; égi 8'2;’
Tl raritetban b
iyAHome Credit Bank 1090103 0,4% !
B SwicsBank €041 185 o 3; T credexbank 193474 0,4%
€ .WISS an ! °° mBelarusky Narodny Bank 180154 0,4%
Parltetbank 992737 0,3% [IFFl Delta Bank 179202 0,4%
mBelarusky Narodny Bank 947817 0,3% 2l somBelBank 176126 0,4%
XN RroB-Bank 926189 0,3% [FEMR0B-Bank 171986 0,4%
EXNrustbank 856417 0,3% [EZM rechnobank 159356 0,4%
[EENBTA Bank 749667 0,2% [EX 87A Bank 143696 0,3%
mFransaBank 644031 0,2% mTrustbank 121193 0,3%
[E5lzBsB Bank 473287 0,2% IFZ8 Honorbank 95309 0,2%
Al zepter Bank 452563 0,1% BN Absolutbank 70653 0,2%
[EZA credexbank 368597 0,1% 29 [Ng:Ehn 55652 0,1%
X3 Absolutbank 305453 0,1% BEIN 88SB Bank 39991 0,1%
[EElHonorbank 188027 0,1% BEEM Eurobank 33553 0,1%
mEurobank 120822 0,0% mlnternational Reserve Bank 32088 0,1%
ElsiT-Bank 109051 0,0%
i Source: National Bank of the Republic of Belarus
mlnternatlonal Reserve Bank 81799 0,0%

Source: National Bank of the Republic of Belarus
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Loans of the banks, 01.09.2012 Deposits of the banks, 01.09.2012
e el W Tl
BeIarusbank 76380594 40,7% Belarusbank 65616 575 41,4%
nBeIagroprombank 46 650909 24,9% nBeIagroprombank 29188 969 18,4%
nBPS—Sberbank 16 845032 9,0% nBPS—Sberbank 14970072 9,4%
nBeIinvestbank 10625169 5,7% nBeIinvestbank 11055 705 7,0%
HBernesheconomba nk 8856426 4,7% HPriorbank 9178182 5,8%
I rriorbank 7534493 4,0% [ seigazprombank 5271546 3,3%
Belgazprombank 4420074 2,4% Belvnesheconombank 4794 696 3,0%
nVTB Bank (Belarus) 3184498 1,7% nVTB Bank (Belarus) 4210067 2,7%
[EliBank Moscow-Minsk 2601288 1,4% [ElBank Moscow-Minsk 2323512 1,5%

« Alfa-Bank 1624354 0,9% i Alfa-Bank 2076 603 1,3%
i MTBank 1527111 0,8% “ N MTBank 1535120 1,0%
‘b Belrosbank 1265 268 0,7% ‘b2 Belroshank 965339 0,6%
‘£}SomBelBank 718 460 0,4% ‘£3|SomBelBank 780090 0,5%
‘¥ Delta Bank 681561 0,4% ‘| Delta Bank 755507 0,5%
s\ Home Credit Bank 608346 0,3% “E Technobank 719995 0,5%
{3 TC Bank 584361 0,3% <[5 BelSwissBank 665418 0,4%
:¥4|Technobank 528868 0,3% ‘| Paritetbank 621000 0,4%
W48 Paritetbank 434533 0,2% RDB—Bank 552985 0,3%
Belarusky Narodny Bank 396544 0,2% ‘Ll Home Credit Bank 543576 0,3%
Efl trustbank 378261 0,2% 20 S 531047 0,3%
v5 I RDB-Bank 342028 0,2% 75 M Trustbank 472688 0,3%
mBTA Bank 336149 0,2% mBelarusky Narodny Bank 432967 0,3%
[FEl zepter Bank 217862 0,1% EE)B7A Bank 413767 0,3%
EZFransagank 196281 0,1% [EZN 8838 Bank 204979 0,1%
[FXlssse Bank 156491 0,1% S zepter Bank 147943 0,1%
mAbsqutbank 149866 0,1% mAbsqutbank 141590 0,1%
ZL4| Credexbank 97782 0,1% 7¥ ) FransaBank 131417 0,1%
EflBeiswissBank 74221 0,0% B Eurobank 71297 0,0%
mHomrbank golels 0,0% mCredexbank 52152 0,0%
N eurobank 23284 0,0% Edsir-8ank 20820 0,0%
mlnternational Reserve Bank 26 082 0,0% P%W Honorbank 5833 0,0%
Esim-8ank 3847 0.0% mlnternational Reserve Bank 3565 0,0%

Source: National Bank of the Republic of Belarus
Source: National Bank of the Republic of Belarus
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Market share of top-5 banks by
Assets and regulatory capital, 1H 2012

assets, 2011
. 1.07.11 01.10.11 [01.01.12 101.04.12 [01.07.12
80%
180,4 200,2 257,4 269,5 280,5

77% °
egulatory
m 72% apital, BYR tr 19,1 19,9 37,4 40,9 42,2
Bosnia a
erzegovina 67%
m 62% L 16,7% 16,6% 24,7% 23,8% 23,0%
zech Republic 61% Source: National Bank of the Republic of Belarus

pussia [
poiang [T
biaine [RETYY
Source: Raiffeisen
Authorized capital, 1H 2012 Capital requirements
[ b10711 b11oa1 b1o112 biosai12 bi.07.12 Uty e | Reduirement EUR mn
] Belarus (for exis! banks 5
orized Belarus (for existing banks that
apital, BYR tr 12,6 12,8 27,6 27,8 28,5  ttract retail deposits 25
et s!xare in Belarus (for newly created banks 25
puthorized 43
apital, % 70,5% 69,1% 84,5% 84,2% 82,5% Russia (for newly created banks) 7,2
Source: National Bank of the Republic of Belarus _ 11,7
Kazakhstan | 26
poland 00000 | 5
Efficiency indicators Jatvia | 5
Lithvania | 5

1.07.11 01.10.11 01.01.12 [01.04.12 [01.07.12
Profit, BYR bn 2069,8 2354,3  3087,1 3981,1 4860,5

1,6% 1,6% 1,7% 1,9% 2,0%

T 5% 132%  156% 159%  158%

Source: National Bank of the Republic of Belarus

Source: National Banks
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UNITER Investment Company — financial and investment adviser in
Belarus with 14+ years of experience with national and
international investors in 40+ industries and markets within the
country.

The company's activity is focused on investment banking; support
of foreign investors and attraction of financing for national
companies; conducting marketing and analytical research; project
and asset management.
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Disclaimer

This outlook was prepared for informational purpose only and does not constitute an offer
or solicitation of a strategic transaction. Points of view, forecasts and evaluations
presented in this outlook reflects our opinion as of the publication date and may be
changed without notice. Although the information contained herein has been obtained
from sources we believe to be reliable and although we ensured their accuracy as of
the publication date, we cannot guarantee, expressly or impliedly, practicality of
this outlook regarding future events or current or future value evaluation. Any
investment decision based on this outlook should be made only at the
discretion of the investor and UNITER or its employees or any third party
shall not be responsible in any form and in no circumstances for any
action of any party taken on the basis of this outlook. Nor UNITER,
nor any of its employees, nor any third party shall be responsible
for losses that result from such actions.
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