Rating Action: Moody's downgrades Tengri Bank's deposit ratings to Caa3 and
places them on review
17 Apr 2020
Direction of review: uncertain

London, 17 April 2020 -- Moody's Investors Service, ("Moody's") has today downgraded Tengri Bank's longterm local and foreign currency deposit ratings to Caa3 from B2; its Baseline Credit Assessment (BCA) to ca
from b3; its Adjusted BCA to ca from b2; its long-term counterparty risk assessment (CRA) to Caa2(cr) from
B1(cr) and its long-term counterparty risk ratings (CRRs) to Caa2 from B1. Moody's has also downgraded the
bank's national scale long-term deposit rating to Caa3.kz from Ba2.kz and its national scale long-term CRR to
Caa2.kz from Baa3.kz. Concurrently, the rating agency has placed all of the above ratings on review with
direction uncertain. The bank's short-term deposit ratings and CRRs of Not Prime(NP) as well as short-term
CRA of Not Prime(cr) were affirmed by this action.
The downgrade and review of Tengri Bank's ratings are primarily driven by the bank's weakened liquidity
position, which led it to impose restrictions on customers' payments. Other factors include the deterioration of
its asset quality and governance risk, due to an ongoing corporate conflict.
A full list of affected ratings can be found at the end of this press release.
RATINGS RATIONALE
On 14 April, Tengri Bank introduced restrictions on its retail customers' payments with the use of cards issued
by the bank, which may now not exceed KZT50,000 (just over USD100) per day. Moody's regards these
restrictions as an event of default, which led the agency to downgrade the bank's BCA to ca.
Tengri Bank's liquidity cushion (formed by cash and cash equivalents, accounts "due from banks" and
unpledged securities) has declined substantially over 2019 and the first quarter of 2020, and it currently stands
at low 4% of the bank's total assets, compared to approximately 18% reported at 1 January 2019. This trend
reflects the bank's shrinking customer funding, as its retail deposits declined by 20% over the same period. As
of 1 March 2020, the bank was not in compliance with the regulatory Liquidity Coverage Ratio (LCR)
requirement, which amounted to just 28.5%, well below the regulatory minimum of 80%. Tengri Bank has
submitted to the regulator its plan for augmenting its liquidity cushion in the next few months, however, this
plan is subject to execution risks.
In addition, Tengri Bank's asset quality has weakened substantially: according to management's preliminary
data under IFRS, the share of Stage 3 loans increased to 26.5% as of 1 January 2020 from 9.6% a year ago.
According to the bank's regulatory filings, its total overdue loans increased to 20.9% as of 1 March 2020 from
12.1% as of 1 January 2020 and 2.7% as of 1 January 2019. Moody's further expects that social
considerations pose further significant downside risks to the bank's asset quality in the next 12 months. The
spread of the coronavirus and stringent measures taken by the government of Kazakhstan (Baa3 positive) to
stem the coronavirus outbreak will hit the debt servicing capacity of small and medium-sized enterprises
(SMEs), which account for 80% of Tengri Bank's loan portfolio.
Governance considerations, specifically, a conflict between the bank's two Board members, were a key driver
of this rating action. The rating action follows a series of legal disputes involving Mr. Timur Kuanyshev and Mr.
Yerzhan Shaikenov over the bank's corporate actions in the past 12 months and frequent changes in the
composition of the bank's Board of Directors and Management Board over the same period. Given the fact that
Tengri Bank's largest shareholder, Punjab National Bank (PNB; Ba1 positive, b1), currently has no
representative in its Board of Directors, the conflict between the bank's Board members creates uncertainty
regarding Tengri Bank's ability to promptly react to challenges, as well as to pursue its strategy.
AFFILIATE SUPPORT
Moody's removes one notch of affiliate support uplift from Tengri Bank's adjusted BCA, positioning it at ca, in
line with the BCA. This reflects the rating agency's assessment of a low probability of support from the bank's

Indian shareholder, PNB, given the lack of a timely response from the shareholder to the bank's liquidity
problems, which demonstrates low willingness to provide extraordinary support to Tengri Bank at a time of
stress. Although PNB provided KZT1.9billion to Tengri Bank in March, this was not sufficient to stabilize the
bank's liquidity position, and no further support is due to arrive at least for the next month. The relatively small
size of Tengri Bank (just 0.3% of PNB's assets, based on the latest reported IFRS figures) implies its low
strategic importance to PNB.
EXPECTED LOSS ANALYSIS
The bank's long-term deposits at Caa3 and long-term counterparty risk ratings at Caa2 reflect the expected
loss, with the risk for creditors mitigated by the structure of the bank's balance sheet, with a significant volume
of equity (18% of total assets) and parental funding (10% of total assets), as well as by the potential that the
bank might receive support from the National Bank of Kazakhstan. While Tengri Bank's market share is small
(0.4% by assets and 0.3% by retail deposits as of 1 March 2020), preventing its failure would help support
depositor confidence in the banking system during the current turbulent period.
THE FOCUS OF THE REVIEW FOR TENGRI BANK
The review with direction uncertain on Tengri Bank's ratings will focus both on the immediate measures to be
taken to remedy the liquidity shortfall and normalise its repayment obligations, as well as more permanent
measures to restore liquidity and solvency at the bank. In particular, Moody's will monitor the steps to be taken
by the National Bank of Kazakhstan and PNB, as well as the developments regarding the corporate conflict
(according to the bank's press release, an EGM is scheduled for May 15th, to discuss the Board composition
and a shareholders' agreement).
FACTORS THAT COULD LEAD TO AN UPGRADE OR DOWNGRADE OF THE RATINGS
An upgrade of Tengri Bank's ratings would require a substantial strengthening of the bank's liquidity position
over the next three months. Other positive rating drivers could include substantial support from PNB,
stabilization of the Board of Directors and Management Board structure and a shareholders' agreement
bringing the corporate conflict to an end.
Tengri Bank's ratings could be downgraded, if the National Bank of Kazakhstan takes disciplinary action
against the bank for non-compliance with its requirements.
LIST OF AFFECTED RATINGS
..Issuer: Tengri Bank
Downgraded and Placed on Review Direction Uncertain:
.... Baseline Credit Assessment, Downgraded to ca from b3
.... Adjusted Baseline Credit Assessment, Downgraded to ca from b2
.... Long-term Bank Deposits, Downgraded to Caa3 from B2, Outlook Changed To Rating On Review Direction
Uncertain from Stable
.... Long-term Counterparty Risk Ratings, Downgraded to Caa2 from B1
.... Long-term Counterparty Risk Assessment, Downgraded to Caa2(cr) from B1(cr)
.National Scale Long-term Bank Deposits, Downgraded to Caa3.kz from Ba2.kz
.National Scale Long-term Counterparty Risk Rating, Downgraded to Caa2.kz from Baa3.kz
Affirmations:
.... Short-term Counterparty Risk Assessment, Affirmed NP(cr)
.... Short-term Counterparty Risk Rating, Affirmed NP
.... Short-term Bank Deposits, Affirmed NP
Outlook Actions:

....Outlook, Changed To Rating Under Review From Stable
PRINCIPAL METHODOLOGY
The principal methodology used in these ratings was Banks Methodology published in November 2019 and
available at https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1147865 .
Alternatively, please see the Rating Methodologies page on www.moodys.com for a copy of this methodology.
Moody's National Scale Credit Ratings (NSRs) are intended as relative measures of creditworthiness among
debt issues and issuers within a country, enabling market participants to better differentiate relative risks.
NSRs differ from Moody's global scale credit ratings in that they are not globally comparable with the full
universe of Moody's rated entities, but only with NSRs for other rated debt issues and issuers within the same
country. NSRs are designated by a ".nn" country modifier signifying the relevant country, as in ".za" for South
Africa. For further information on Moody's approach to national scale credit ratings, please refer to Moody's
Credit rating Methodology published in May 2016 entitled "Mapping National Scale Ratings from Global Scale
Ratings". While NSRs have no inherent absolute meaning in terms of default risk or expected loss, a historical
probability of default consistent with a given NSR can be inferred from the GSR to which it maps back at that
particular point in time. For information on the historical default rates associated with different global scale
rating categories over different investment horizons, please see
https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1216309 .
REGULATORY DISCLOSURES
For further specification of Moody's key rating assumptions and sensitivity analysis, see the sections
Methodology Assumptions and Sensitivity to Assumptions in the disclosure form. Moody's Rating Symbols and
Definitions can be found at: https://www.moodys.com/researchdocumentcontentpage.aspx?
docid=PBC_79004.
For ratings issued on a program, series, category/class of debt or security this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series,
category/class of debt, security or pursuant to a program for which the ratings are derived exclusively from
existing ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the support
provider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms
have not changed prior to the assignment of the definitive rating in a manner that would have affected the
rating. For further information please see the ratings tab on the issuer/entity page for the respective issuer on
www.moodys.com.
For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this
credit rating action, and whose ratings may change as a result of this credit rating action, the associated
regulatory disclosures will be those of the guarantor entity. Exceptions to this approach exist for the following
disclosures, if applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated
entity.
The ratings have been disclosed to the rated entity or its designated agent(s) and issued with no amendment
resulting from that disclosure.
These ratings are solicited. Please refer to Moody's Policy for Designating and Assigning Unsolicited Credit
Ratings available on its website www.moodys.com.
Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.
Moody's general principles for assessing environmental, social and governance (ESG) risks in our credit
analysis can be found at https://www.moodys.com/researchdocumentcontentpage.aspx?docid=PBC_1133569 .
At least one ESG consideration was material to the credit rating outcome announced and described above.
Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal

entity that has issued the rating.
Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures
for each credit rating.
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CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND/OR ITS CREDIT
RATINGS AFFILIATES ARE MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND
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INVESTORS SERVICE 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 MOODY'S RATING
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AND OTHER OPINIONS AND PUBLISHES ITS PUBLICATIONS WITH THE EXPECTATION AND
UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE ITS OWN STUDY AND
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
INTENDED FOR USE BY RETAIL INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR
RETAIL INVESTORS TO USE MOODY'S CREDIT RATINGS, ASSESSMENTS, OTHER OPINIONS OR
PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION. IF IN DOUBT YOU SHOULD CONTACT
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ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
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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.
Moody's Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody's Corporation
("MCO"), hereby discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by Moody's Investors Service, Inc. have,
prior to assignment of any credit rating, agreed to pay to Moody's Investors Service, Inc. for credit ratings
opinions and services rendered by it fees ranging from $1,000 to approximately $2,700,000. MCO and Moody's
investors Service also maintain policies and procedures to address the independence of Moody's Investors
Service credit ratings and credit rating processes. Information regarding certain affiliations that may exist
between directors of MCO and rated entities, and between entities who hold credit ratings from Moody's
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