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its mortgage bank's ratings

11 Mar 2022

Limassol, March 11, 2022 -- Moody's Investors Service (Moody's) has today extended the review for upgrade
on OTP Bank NyRt's (OTP) Baa1 local and foreign currency long-term deposit ratings, the review for
downgrade on the bank's Ba1 subordinated debt rating and the review for upgrade on the bank's Ba3(hyb)
junior subordinated debt rating. The review for upgrade of the bank's ba1 Baseline Credit Assessment (BCA)
was also extended as well as the review for downgrade on OTP Jelzalogbank Zrt. (OTP MB), OTP's wholly
owned mortgage bank, Baa2 backed long-term issuer rating.

RATINGS RATIONALE

The ratings review on OTP's BCA and debt ratings and OTP MB was initiated on 13 July 2021 (please see
Moody's takes rating actions on OTP Bank NyRt and its mortgage bank subsidiary,
https://www.moodys.com/research/--PR_449321 ), to reflect the potential benefits to the bank's credit profile
stemming from the acquisition of Nova Kreditna banka Maribor d.d. (NKBM, Baa1 ratings under review, ba1
review for upgrade), Slovenia's second largest bank which is expected to close in the second quarter of this
year. The review on the debt and long-term deposit ratings of OTP also considered (1) OTP's medium-term
issuance plans that will enable the bank to meet its minimum requirement of eligible liabilities and own funds
(MREL) as well as (2) the bank's expanded resolution perimeter following NKBM's acquisition. Both are
elements which the agency incorporates in its Advanced Loss Given Failure (LGF) analysis that drive the
notching uplift in deposit and debt ratings and the different review directions for different instruments.

The extension of the ratings review reflects Moody's view that the bank's strengthened financial performance,
particularly capitalization and profitability, provides it with ample buffers to withstand the deterioration in the
performance of its operations in Ukraine and Russia. The rating agency expects OTP's operations in Russia
and Ukraine to be negatively impacted by the consequences of the military conflict caused by Russia's
invasion of Ukraine and international sanctions imposed on Russia's economy and financial system.

OTP's accounting net profit grew by 76% to HUF456 billion (EUR1.3 billion) translating to a strong return of
assets of 1.66% as of 31 December 2021. The bank's asset quality also improved with credit costs in 2021
declining to HUF73 billion from HUF188 billion in 2020.

The bank's strong profitability as well as the sale of treasury shares in the last quarter of 2021 led to an
increase in its capitalization, despite strong assets growth. The bank's Common Equity Tier 1 (CET 1) ratio
rose to 16.9% and its total Capital Adequacy Ratio (CAR) to 18.4% as of December 2021, up from 15.4% and
17.7% as of December 2020 respectively. OTP also maintains significant liquidity buffers with its liquidity
coverage ratio at 180% as of 31 December 2021 significantly above the 100% minimum requirement.

The bank's significant buffers allow it to withstand the potential shocks coming from its operations in Russia
and Ukraine, even after considering the additional capital decline following the acquisition of NKBM, which
Moody's estimates will be around 120 basis points (bps). According to OTP, the decrease in its capitalization
ratios from walking away or losing these operations would be 27 bps for the Ukrainian operations and 116 bps
for the Russian subsidiary. Moody's considers this decline to be manageable considering the bank's excess
capital buffers. OTP is subject to 8.8% regulatory minimum CET 1 capital requirement and 13.2% for total
CAR.

Moody's will use the review period to achieve better visibility concerning the execution of NKBM's acquisition
including customary regulatory approvals as well as the resilience of OTP's performance to the impact of
Russia's invasion of Ukraine. During the review period the agency will also incorporate in its Advanced LGF
analysis any revisions to the bank's MREL funding plan.

FACTORS THAT COULD LEAD TO AN UPGRADE OR DOWNGRADE OF THE RATINGS

OTP Bank NyRt

https://www.moodys.com/research/--PR_449321


OTP's long-term deposit ratings could be upgraded following an upgrade of its BCA.

The Ba1 subordinated bond rating could be confirmed at current levels following an upgrade of the bank's
BCA.

The Ba3(hyb) rating on OTP's junior subordinated bond could be upgraded following an upgrade of the bank's
BCA.

A downgrade of OTP's long-term deposit ratings is unlikely given the review for upgrade of its BCA. However,
the ratings could be confirmed at current levels if Moody's expectation concerning the improvement of the
bank's credit profile does not materialize.

The Ba1 subordinated debt rating would be downgraded by one notch if the bank's BCA is confirmed at its
current level.

OTP Jelzalogbank Zrt.

OTP MB's Baa2 backed long-term issuer rating could be confirmed following an upgrade of the parent bank's
BCA or downgraded by one notch in the absence of an improvement in OTP's BCA.

PRINCIPAL METHODOLOGY

The methodology used in these ratings was Banks Methodology published in July 2021 and available at
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1269625 . Alternatively, please see
the Rating Methodologies page on www.moodys.com for a copy of this methodology.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication,
please see the ratings tab on the issuer/entity page on www.moodys.com for the most updated credit rating
action information and rating history.
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CREDIT RATINGS ISSUED BY MOODY'S CREDIT RATINGS AFFILIATES ARE THEIR CURRENT
OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR
DEBT OR DEBT-LIKE SECURITIES, AND MATERIALS, PRODUCTS, SERVICES AND
INFORMATION PUBLISHED BY MOODY’S (COLLECTIVELY, “PUBLICATIONS”) MAY INCLUDE
SUCH CURRENT OPINIONS. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY
MAY NOT MEET ITS CONTRACTUAL FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT OR IMPAIRMENT. SEE APPLICABLE
MOODY’S RATING SYMBOLS AND DEFINITIONS PUBLICATION FOR INFORMATION ON THE
TYPES OF CONTRACTUAL FINANCIAL OBLIGATIONS ADDRESSED BY MOODY’S CREDIT
RATINGS. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT
LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS,
NON-CREDIT ASSESSMENTS (“ASSESSMENTS”), AND OTHER OPINIONS INCLUDED IN
MOODY’S PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT.
MOODY’S PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF
CREDIT RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S
ANALYTICS, INC. AND/OR ITS AFFILIATES. MOODY’S CREDIT RATINGS, ASSESSMENTS,
OTHER OPINIONS AND PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR
FINANCIAL ADVICE, AND MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS AND
PUBLICATIONS ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL,
OR HOLD PARTICULAR SECURITIES. MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER
OPINIONS AND PUBLICATIONS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT
FOR ANY PARTICULAR INVESTOR. MOODY’S ISSUES ITS CREDIT RATINGS, ASSESSMENTS
AND OTHER OPINIONS AND PUBLISHES ITS PUBLICATIONS WITH THE EXPECTATION AND
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EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE,
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MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS, AND PUBLICATIONS ARE NOT
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RETAIL INVESTORS TO USE MOODY’S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS OR
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REGULATORY PURPOSES AND MUST NOT BE USED IN ANY WAY THAT COULD RESULT IN THEM
BEING CONSIDERED A BENCHMARK. 

All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all
information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary
measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources
MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However,
MOODY’S is not an auditor and cannot in every instance independently verify or validate information received
in the rating process or in preparing its Publications. 

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or
incidental losses or damages whatsoever arising from or in connection with the information contained herein or
the use of or inability to use any such information, even if MOODY’S or any of its directors, officers, employees,



agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage
arising where the relevant financial instrument is not the subject of a particular credit rating assigned by
MOODY’S. 

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability for any direct or compensatory losses or damages caused to any
person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any
other type of liability that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any
contingency within or beyond the control of, MOODY’S or any of its directors, officers, employees, agents,
representatives, licensors or suppliers, arising from or in connection with the information contained herein or the
use of or inability to use any such information. 

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY CREDIT RATING,
ASSESSMENT, OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR
MANNER WHATSOEVER. 
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