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(in RUB ‘000) Note  

Three months  
ended  

31 March 2019 
(unaudited) 

Three months  
ended  

31 March 2018 
(unaudited) 

     
Interest income calculated using the effective interest rate 14   1,577,954  1,148,854 
Other interest income 14   261,274  247,555 
Interest expense 14  (740,819) (550,963) 
     

     
Net interest income    1,098,409 845,446 
      
(Credit loss allowance) / recovery of credit loss allowance 

for cash and cash equivalents, due from credit 
institutions and loans to customers 4, 6, 7  (54,234) 8,940 

      
      
Net interest income after (credit loss allowance) / 

recovery of credit loss allowance for cash and cash 
equivalents, due from credit institutions and loans 
to customers   1,044,175 854,386 

      
Fee and commission income   324,704 106,158 
Fee and commission expense   (17,801) (25,245) 
Gains net of losses from trading securities   76,265 61,714 
Gains net of losses from financial derivatives   30,827 − 
Gains net of losses from loans to customers at fair value 

through profit or loss   2,428 9,823 
Gains net of losses from trading in foreign currencies   2,488 66,496 
Foreign exchange translation gains net of losses / (losses 

net of gains)   60,022 (25,054) 
Gains net of losses / (losses net of gains) from 

derecognition of investment securities at fair value 
through other comprehensive income   1,848 (3,007) 

Recovery of credit loss allowance / (credit loss allowance) 
for investment securities at fair value through other 
comprehensive income 8  55,195 (3,008) 

Recovery of credit loss allowance for investment 
securities at amortised cost   − 170 

Other operating income   35,994 22,321 
Other income from recovery of provision and impairment   12,777 52,884 
Administrative and other operating expenses   15  (686,975) (667,844) 
     
     
Profit before tax   941,947 449,794 

     
Income tax expense 16  (176,305) (96,832) 
     
     
Profit for the reporting period   765,642 352,962 
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1 Introduction 

These interim condensed consolidated financial statements have been prepared in accordance with 
International Financial Reporting Standards (“IFRS”) for the three months ended 31 March 2019 for 
Expobank Limited Liability Company (the “Bank”), its structured entity Expo Capital Designated Activity 
Company that was incorporated to place the Bank’s debt securities at the Vienna Stock Exchange, and its 
subsidiary EXPOINVEST LLC (together referred to as the “Group”). 

The Bank is neither directly nor indirectly a shareholder of Expo Capital Designated Activity Company. 
However, Expo Capital Designated Activity Company is a special purpose entity established by the Bank 
solely to attract funds through the issue of the Bank's debt securities at the Vienna Stock Exchange, and 
therefore shall be consolidated. 

The Bank is a commercial bank owned by its participants whose liability is limited by their stake (shares), and 
was set up in accordance with Russian law. The stakes in the share capital as at 31 March 2019 and 
31 December 2018 are as follows: 

Participant 

31 March 
2019 

% 

31 December 
2018 

% 

    

Igor Vladimirovich Kim 75.5 75.5 
German Alekseevich Tsoy 19.3 19.3 
Kirill Vladimirovich Nifontov 2.0 2.0 
MORELAM Limited Liability Company 2.0 2.0 
Other 0.3 0.3 
Treasury shares 0.9 0.9 
   

    
Total 100.0 100.0 
    

As at 31 March 2019, the Board of Directors and the Management Board control 96.9% of the Bank’s 
interest (31 December 2018: 96.9%). 

Principal activity 

The Bank’s priority business includes offering a full range of banking services to corporate clients and 
affluent private customers, issue of car loans, as well as acquisition and consolidation of banking assets. The 
Bank has operated under full banking license No. 2998 issued on 6 February 2012 by the Central Bank of 
the Russian Federation (“CBR”). The Bank participates in the state deposit insurance scheme introduced by 
Federal Law No. 177-FZ dated 23 December 2003 “On Insurance of Deposits of Individuals with Russian 
Banks”. The deposit insurance scheme guarantees repayment of 100% of deposits up to RUB 1,400 
thousand per individual in case the banking license is revoked or CBR imposes moratorium on payments. 

On 1 December 2017, Expobank LLC purchased from Yapi ve Kredi Bankasi A.S. 100% of ordinary shares 
in JSCB “Yapi Kredi Bank Moscow” (JSC). From December 2017 onwards, the Bank gained control over the 
business and operating activities of its subsidiary. In January 2018, JSCB “Yapi Kredi Bank Moscow” (JSC) 
was registered under the new name of “Bank in Goncharnaya” (JSC). On 26 March 2018 Expobank LLC was 
reorganised by merging with “Bank in Goncharnaya” (JSC).  

In April 2018, EXPOINVEST LLC, whose sole participant is Expobank LLC, was established and included in 
the Group. 

The Bank’s head office is in Moscow. As at 31 March 2019, the Bank had five branches (31 December 2018: 
five branches). All branches are located in the Russian Federation. The Bank’s registered address is: 
Kalanchevskaya str., 29, bldg. 2, Moscow, 107078, Russia. 
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1 Introduction (continued) 

Principal activity (continued) 

In addition, the Group carries out activities through additional and operational offices in the Russian 
Federation. As at 31 March 2019, the Group had 13 offices (31 December 2018: 12 offices). 

As at 31 March 2019, the Group had 737 employees (31 December 2018: 715 employees). 

The Bank has credit ratings assigned by leading rating agencies. In May 2019, Expert RA rating agency 
assigned to the Bank a credit rating of ruА-, Outlook Stable. In March 2019, Russian Analytical Credit Rating 
Agency (ACRA) affirmed the Bank’s BBB+(RU) credit rating under the national scale, revising the Outlook to 
‘Positive’ from ‘Stable’. In September 2018, Fitch Ratings affirmed the Bank’s International Credit Rating at 
‘B+’ upgrading the Outlook to Positive from Stable. 

2 Significant Accounting Policies 

General information 

These interim condensed consolidated financial statements for the three months ended 31 March 2019 have 
been prepared in accordance with International Accounting Standard (IAS) 34 “Interim Financial Reporting”. 

These interim condensed consolidated financial statements do not contain all information and data required 
to be disclosed in the annual consolidated financial statements, therefore it should be read in conjunction 
with the annual consolidated financial statements of the Group for the year ended 31 December 2018. 

These interim condensed consolidated financial statements are presented in thousands of Russian Rubles 
("RUB ‘000"), unless otherwise stated. 

As at 31 March 2019, the principal rate of exchange used for translating foreign currency balances was 
USD 1 = RUB 64.7347 (31 December 2018: USD 1 = RUB 69.4706) and EUR 1 = RUB 72.7230 
(31 December 2018: EUR 1 = RUB 79.4605). 

These interim condensed consolidated financial statements in accordance with Russian law can be found at 
the Bank’s web-site www.expobank.ru. 

Changes in accounting policies 

The accounting principles used to prepare these interim condensed consolidated financial statements are 
consistent with the principles applied by the Group to prepare its annual consolidated financial statements for 
the year ended 31 December 2018, except where new standards were adopted from 1 January 2019. The 
nature and effect of these changes are disclosed below. The Group did not adopt early any other standards, 
interpretations or amendments that were issued but did not become effective. 
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2 Significant Accounting Policies (continued) 

Right-of-use assets and lease liabilities 

From 1 January 2019, all lease agreements where the Group is a lessee are recognised as a right-of-use 
asset and a corresponding liability at the date when the leased asset is available to the Group. Each lease 
payment is allocated between the liabilities and finance costs. Finance costs are recognised within profit or 
loss for the lease period to ensure a fixed periodic interest rate on the outstanding balance of liabilities for 
each period. The right-of-use asset is amortised on a straight-line basis from the start of lease to the earlier of 
the end of the right-of-use asset’s useful life or the end of lease.  

Assets and liabilities arising from leases are initially measured based on present value. Lease liabilities 
include net present value of the following lease payments:  

► fixed payments (including in-substance fixed payments) less any lease incentives receivable under 
cancellable or uncancellable leases;  

► variable lease payments that depend on an index or a rate;  

► amounts expected to be payable by the Group under residual value guarantees; 

► the exercise price of a purchase option if the Group is reasonably certain to exercise that option; and 

► payments of penalties for terminating the lease, if the lease term reflects the lessee exercising an 
option to terminate the lease.  
 

A lease term includes any uncancellable lease periods, along with the periods subject to a lease extension 
option, if it is reasonably certain that such option will be exercised in accordance with IFRS 16 “Leases”. 
Lease payments are discounted using the interest rate implicit in a lease. If such a rate cannot be 
determined, then the incremental borrowing rate is used that represents the interest rate the Group would 
have to pay to borrow funds necessary to obtain an asset of a similar value in a similar economic 
environment on similar terms. Right-of-use assets are measured at cost, including:  

► the amount of the initial measurement of the lease liability; 

► any lease payments made at or before the commencement date, less any lease incentives received; 

► any initial direct costs incurred; and 

► an estimate of costs to be incurred by the Group in dismantling and removing the underlying asset, 
restoring the land on which it is located or restoring the underlying asset to the condition required by 
the terms and conditions of the lease.  
 

Depreciation of right-of-use assets is recognised within administrative and other operating expenses in the 
interim condensed consolidated statement of comprehensive income. Finance costs are recognised within 
interest expenses in the interim condensed consolidated statement of comprehensive income. Payments 
under lease liabilities are disclosed within cash from financing activities in the interim condensed consolidated 
statement of cash flows. 
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2 Significant Accounting Policies (continued) 

Adoption of new or revised standards and interpretations 

IFRS 16 “Leases”. The Group adopted IFRS 16 issued on 13 January 2016 from its effective date of 
1 January 2019.  

The new standard sets out the principles for the recognition, measurement, presentation and disclosure of 
leases in the financial statements. All leases result in the lessee obtaining the right to use an asset at the start 
of the lease and, if lease payments are made over time, also obtaining financing. Accordingly, IFRS 16 
eliminates the classification of leases as either operating leases or finance leases as is required by IAS 17 
and, instead, introduces a single lessee accounting model. The Group has implemented this standard using 
the modified retrospective method, without restatement of comparatives. As at 1 January 2019, the Group 
recognised right-of-use assets in the amount of RUB 246,448 thousand and a related lease liability. 
A reconciliation of operating lease commitments with recognised lease liabilities under IFRS 16 is presented 
below: 

(in RUB ‘000) 
1 January 2019 

(unaudited) 
  

Operating lease payments due and payable   181,157  
Adjustments to lease payments:   

Future lease payments for the period of the lease extension option if such an option is reasonably 
certain to be exercised 91,255  

Practical exemption:  low value of the underlying asset   (1,322)  
  

  

Future lease payments recognised for IFRS 16 purposes  271,090 
  

  

Effect of discounting  (26,541)  
  

  

Lease liabilities under IFRS 16   244,549  
  

  

Previously paid advances and non-refundable guarantee deposits under contracts  7,632  
  

  

Right-of-use assets under IFRS 16  252,181 
  

The following amended standards became effective for the Group from 1 January 2019, but did not have any 
material impact on the Group.  

► IFRIC 23 "Uncertainty over Income Tax Treatments" (issued on 7 June 2017 and effective for annual 
periods beginning on or after 1 January 2019).  

► Annual Improvements to IFRSs 2015-2017 cycle – Amendments to IFRS 3, IFRS 11, IAS 12 and 
IAS 23 (issued on 12 December 2017 and effective for annual periods beginning on or after 1 January 
2019).  

3 Critical Accounting Estimates and Judgements in Applying Accounting Policies 

The Group makes estimates and assumptions that affect the amounts recognised in the interim condensed 
consolidated financial statements and the carrying amounts of assets and liabilities within the next financial 
year. Estimates and judgments are continually evaluated and are based on the management’s experience 
and other factors, including expectations of future events that are believed to be reasonable under the 
circumstances. While applying the accounting policies, the management also uses professional judgements 
and estimations. Professional judgements that have the most significant effect on the amounts recognised in 
the interim condensed consolidated financial statements and estimates that can cause a significant 
adjustment to the carrying amount of assets and liabilities within the next financial year include: 
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3 Critical Accounting Estimates and Judgements in Applying Accounting Policies (continued) 

Expected credit losses on financial assets 

Loss measurement under IFRS 9 related to all categories of financial assets requires judgement. In particular, 
when determining expected credit losses (“ECL”) and assessing a significant increase in credit risk (“SICR”), 
it is necessary to estimate the amount and timing of future cash flows and collateral value. Such estimates 
depend on a number of factors that, if changed, may result in different amounts of impairment allowances. 
The Group’s ECL measurements are based on complex models that include a number of base assumptions 
regarding the choice of variable inputs and their interdependencies. The elements of the ECL measurement 
models that are deemed to be judgements and estimates include the following:  

► a system of assigning an internal credit rating used by the Group to determine the probability of default 
(“PD”);  

► criteria used by the Group to assess whether a SICR has occurred that results in estimating an 
impairment allowance for financial assets in the amount equal to lifetime ECL, and qualitative 
assessment;  

► grouping of financial assets when their ECLs are assessed on a collective basis; 

► development of ECL measurement models, including different formulae and the choice of inputs;   

► identification of correlations between macro-economic scenarios and economic data, as well as effect 
on PD; 

► selection of forward-looking macroeconomic scenarios and their weighting against probabilities to 
obtain economic inputs for the ECL measurement models. 
 

Initial recognition of related party transactions 

In the ordinary course of business, the Group enters into transactions with its related parties. IFRS 9 requires 
initial recognition of financial instruments based on their fair value. Judgment is applied in determining if 
transactions are priced at market or non-market interest rates, where there is no active market for such 
transactions. The basis for judgment is pricing for similar types of transactions with unrelated parties and 
effective interest rate analysis. Terms and conditions of related party transactions are disclosed in Note 20. 

Valuation of own land and buildings 

Land and buildings of the Group are stated at fair value based on the report prepared by an independent 
appraisal company. The valuation is made by an independent company specialising in the assessment of 
similar assets in a similar region and of a similar category. The market value of premises and equipment is 
estimated based on the sales comparison approach, as the market has information on similar property sales 
offers. Based on the revaluation of the Group’s land and buildings at 31 December 2018, an increase in the 
fair value recorded within other comprehensive income totalled RUB 29 495 thousand before deferred tax. 

Fair value of financial instruments 

If a quoted market price is not available, the fair value of financial assets and financial liabilities recorded in 
the interim condensed consolidated statement of financial position is estimated using various valuation 
techniques including mathematical models. Inputs to build such models are determined based on the 
observable market where possible; otherwise, judgments are to be applied for determining the fair value. 
Additional information is provided in Note 19. 
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4 Cash and Cash Equivalents 

(in RUB ‘000) 
31 March 2019 

(unaudited) 
31 December 

2018 

    
Cash on hand  645,407 652,589 
Cash balances with CBR (other than mandatory cash balances) 3,125,179 2,241,240 
Correspondent accounts and overnight placements with credit institutions 872,539 5,124,998 
Settlement accounts with financial institutions 203,572 233,839 
Reverse sale and repurchase agreements with credit institutions with 

maturities within 90 days 277,236 3,080,312 
Loans to credit institutions with original maturities of less than three months 972,138 1,560,318 

    

    
Total cash and cash equivalents before ECL allowance 6,096,071 12,893,296 

    

Less ECL allowance (112) (1,054) 
    

    
Total cash and cash equivalents 6,095,959 12,892,242 

    

Correspondent accounts and overnight placements with credit institutions as at 31 March 2019 and 
31 December 2018 represent funds placed with Russian and foreign credit institutions. 

As at 31 March 2019, settlement accounts with financial institutions represent broker accounts with financial 
institutions in the amount of RUB 103,944 thousand, settlements with Central Counterparty National Clearing 
Centre in the amount of RUB 83,120 thousand and settlements with payment systems in the amount of 
RUB 16,508 thousand (31 December 2018: broker accounts with financial institutions in the amount of 
RUB 111,874 thousand, settlements with Central Counterparty National Clearing Centre in the amount of 
RUB 99,914 thousand and settlements with payment systems in the amount of RUB 22,051 thousand). 

As at 31 March 2019, reverse sale and repurchase agreements with credit institutions with maturities within 
90 days represent funds placed with a Russian credit institution with contractual interest rates from 2.15% to 
2.45% p.a. (31 December 2018: from 7.5% to 7.95% p.a.) and maturities in April 2019 (31 December 2018: 
in January 2019). These agreements are collateralised by Russian federal loan bonds and bonds of a large 
Russian bank with a fair value of RUB 320,554 thousand (31 December 2018: Russian federal loan bonds 
and bonds of large Russian companies with a fair value of RUB 3,368,415 thousand). 

As at 31 December 2018, loans to credit institutions with original maturities of less than three months include 
a loan to a major Russian bank (31 December 2018: loans to a large Russian bank and foreign banks) with a 
contractual interest rate of 2.25% p.a. (31 December 2018: from 2.25% to 7.65% p.a.) and maturities in 
April 2019 (31 December 2018: from January 2019 to March 2019). 

As at 31 March 2019, cash and cash equivalents with regards to four major counterparties amounted to 
RUB 1,992,730 thousand (31 December 2018: RUB 8,450,593 thousand), or 32.7% (31 December 2018: 
65.5%) of total cash and cash equivalents. 

Movements in ECL allowances for cash and cash equivalents are presented in the table below: 

(in RUB ‘000) 
31 March 2019 

(unaudited) 
31 March 2018 

(unaudited) 
    

ECL allowance at 1 January 1,054 139 

New purchased or originated assets 130 15 
Derecognised or redeemed assets (991) (139) 
Net remeasurement of loss allowance (75) − 
Exchange differences (6) − 
    

    

ECL allowance at 31 March (unaudited) 112 15 
    

For ECL allowance purposes, all cash and cash equivalents during the three months ended 31 March 2019 
and the three months ended 31 March 2018 are classified in Stage 1. 

Refer to Note 19 for the disclosure of the fair value of cash and cash equivalents. The information on related 
party transactions is disclosed in Note 20. 
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5 Trading Securities 
 

(in RUB ‘000) 
31 March 2019 

(unaudited) 
31 December 

2018 

    
Corporate bonds 5,916,899 2,951,480 
Federal loan bonds of the Russian Federation 2,421,733 2,157 
Bonds of banks 264,834 − 
CBR bonds − 1,009,670 
Shares of banks − 311,314 
Investment units − 84,414 
Corporate shares − 46,516 
    

    
Total not pledged trading securities 8,603,466 4,405,551 

    

    
Federal loan bonds of the Russian Federation 3,133,227 2,253,303 
Corporate shares 294,526 − 
Shares of banks 43,242 − 
Bonds of banks 7,555 − 
   

    
Total pledged trading securities 3,478,550 2,253,303 
    

    
Total trading securities 12,082,016 6,658,854 

    

Trading securities are recorded at fair value determined based on observable market data using the 
weighted average quotes of Moscow Exchange or other observable market data. Where quoted market 
prices are not available, the Group uses various valuation techniques. Refer to Note 19. 

Corporate bonds represent interest bearing securities denominated in Russian Rubles and foreign currency 
issued by large Russian companies and tradable on the Russian and foreign markets. 

Bonds of banks represent interest bearing debt securities denominated in Russian Rubles and foreign 
currency issued by Russian and foreign banks and tradable on the Russian and foreign markets.  

Shares of banks are equity securities denominated in Russian Rubles issued by a large Russian bank and 
tradable on the Russian market. 

Corporate shares are equity securities denominated in Russian Rubles issued by a large Russian company 
and tradable on the Russian market. 

As at 31 March 2019, trading securities in the amount of RUB 426,728 thousand were restricted under the 
Master Loan Agreement signed with CBR with an overdraft limit in the amount of RUB 3,500,000 thousand 
(31 December 2018: RUB 438,769 thousand). 

As at 31 March 2019, trading securities in the amount of RUB 511,724 thousand were restricted for 
corporate action (31 December 2018: none). 

The information on due to credit institutions and customer accounts under direct repo agreements is 
disclosed in Notes 9 and 10. 

Refer to Note 20 for the disclosure of the fair value of each class of trading securities. 
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6 Due from Credit Institutions 

(in RUB ‘000) 
31 March 2019 

(unaudited) 
31 December 

2018 

    
Loans to credit institutions 1,045,877 1,831,303 

    
    

Total due from credit institutions before ECL allowance 1,045,877 1,831,303 
    

Less ECL allowance (1,141) (15,037) 
    
    

Total due from credit institutions 1,044,736 1,816,266 
   

As at 31 March 2019, loans provided to other banks include loans to large foreign banks 
(31 December 2018: to a large Russian bank and to foreign banks), with contractual interest rates from 2.6% 
p.a. to 3.75% p.a. (31 December 2018: from 2.6% to 4.88% p.a.) and maturities from August 2019 to 
September 2020 (31 December 2018: from March 2019 to September 2020). 

Movements in ECL allowances for the amounts due from credit institutions are presented in the table below: 

(in RUB ‘000) 
31 March 2019 

(unaudited) 
31 March 2018 

(unaudited) 
    

ECL allowance at 1 January 15,037 3,094 

New originated or purchased assets and effects of other increases in gross 
carrying amount 6 13,311 

Derecognised or redeemed assets and effects of other decreases in gross 
carrying amount (4,398) (3,026) 

Net remeasurement of loss allowance (8,493) (16) 
Exchange differences (1,011) (32) 
    

    

ECL allowance at 31 March (unaudited) 1,141 13,331 
    

For ECL allowance purposes, all amounts due from credit institutions during the three months ended 
31 March 2019 and the three months ended 31 March 2018 are classified in Stage 1. 

Amounts due from credit institutions are not collateralised. 

Refer to Note 19 for the disclosure of the fair value of amounts due from credit institutions. The information 
on related party transactions is disclosed in Note 20. 
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7 Loans to Customers 

(in RUB ‘000) 

31 March 
2019 

(unaudited) 
31 December 

2018 
    

Large business  16,361,431  14,802,706 
Medium business  4,688,977  6,666,310 
Small business  3,564,813  2,257,395 
Loans to individuals   18,682,287  15,234,985 
    

    

Total loans to customers at amortised cost before ECL allowance  43,297,508  38,961,396 
    

Less ECL allowance (1,119,489) (1,074,638) 
    

    

Total loans to customers at amortised cost  42,178,019  37,886,758 
    

    

Loans to legal entities at FVTPL  2,435,908  2,517,065 
    

    

Total loans to customers at FVTPL  2,435,908  2,517,065 
    

    

Total loans to customers  44,613,927  40,403,823 
    

Portfolios of loans recognised by the Group are divided into:   

► loans to large businesses (annual revenue exceeds RUB 3 billion); 

► loans to medium businesses (annual revenue is from RUB 400 million to RUB 3 billion inclusive); 

► loans to small businesses (annual revenue is up to RUB 400 million inclusive), as well as loans originated 
under the Regional Business Lending Programme that was in effect in the Group until 1 January 2009; 

► retail loans – consumer loans provided to individuals. 

Movements in ECL allowances for loans to large businesses for the three months ended 31 March 2019 are 
presented in the table below (unaudited): 

(in RUB ‘000) Stage 1 Stage 2 Total 
     

Large business     
ECL allowance at 1 January 2019  93,110  110,804  203,914 

New originated or purchased assets and effects of other increases in 
gross carrying amount  27,463  730  28,193 

Derecognised or redeemed assets (excluding write-offs) and effects of 
other decreases in gross carrying amount (9,467) − (9,467) 

Net remeasurement of loss allowance (61,026) − (61,026) 
Exchange differences  (2,143) (7,448) (9,591) 

    

    

ECL allowance at 31 March 2019 (unaudited)  47,937   104,086  152,023 
    

Movements in ECL allowances for loans to medium businesses for the three months ended 31 March 2019 
are presented in the table below (unaudited): 

(in RUB ‘000) Stage 1 Stage 2 Stage 3 Total 
      

Medium business      
ECL allowance at 1 January 2019  50,346  309  10,675  61,330 

New originated or purchased assets and effects of other increases 
in gross carrying amount  14,430 − −  14,430 

Derecognised or redeemed assets (excluding write-offs) and 
effects of other decreases in gross carrying amount (15,989) (309) (10,675) (26,973) 

Net remeasurement of loss allowance (19,573) 17 − (19,556) 
Exchange differences  (449) (5) − (454) 
     

     

ECL allowance at 31 March 2019 (unaudited)  28,765 12 −  28,777 
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7 Loans to Customers (continued) 

Movements in ECL allowances for loans to small businesses for the three months ended 31 March 2019 are 
presented in the table below (unaudited): 

(in RUB ‘000) Stage 1 Stage 2 Stage 3 Total 
      

Small business      
ECL allowance at 1 January 2019 15,143 19,463 498,438  533,044 

New originated or purchased assets and effects of other  
increases in gross carrying amount 45,192 162 6,760 52,114 

Derecognised or redeemed assets (excluding write-offs) and 
effects of other decreases in gross carrying amount (2,162) − (12,911) (15,073) 

Unwinding of discounting (recognised in interest income) − − 7,958  7,958 
Net remeasurement of loss allowance (8,429) (5,812) 1,363 (12,878) 
ECL allowance for loans assigned during the period − − (10,163) (10,163) 
Write-offs − − (17,747) (17,747) 
     

     

ECL allowance at 31 March 2019 (unaudited) 49,744 13,813 473,698 537,255 
     

Movements in ECL allowances for loans to individuals for the three months ended 31 March 2019 are 
presented in the table below (unaudited): 

(in RUB ‘000) Stage 1 Stage 2 Stage 3 Total 

     

Individuals     
ECL allowance at 1 January 2019  130,734 31,018 114,598  276,350 

New originated or purchased assets and effects of other 
increases in gross carrying amount 47,831  1,642 5,162 54,635 

Derecognised or redeemed assets (excluding write-offs) and 
effects of other decreases in gross carrying amount (10,183) (54) (3,475) (13,712) 

Transfers to Stage 1 5,139 (3,193) (1,946) − 
Transfers to Stage 2 (1,788)  2,150 (362) − 
Transfers to Stage 3 (3,320) (25,416) 28,736 − 
Unwinding of discounting (recognised in interest income) − − 4,456 4,456 
Net remeasurement of loss allowance 20,979 45,675 21,889 88,543 
ECL allowance for loans assigned during the period (2,607) − (6,116) (8,723) 
Exchange differences  (45) − (70) (115) 

     

     

ECL allowance at 31 March 2019 (unaudited)  186,740 51,822 162,872 401,434 
     

Movements in ECL allowances for loans to large businesses for the three months ended 31 March 2018 are 
presented in the table below (unaudited): 

(in RUB ‘000) Stage 1 Stage 2 Total  

 
Large business 
ECL allowance at 1 January 2018 253,576 5,190 258,766 

New purchased or originated assets 47,591 − 47,591 
Derecognised or redeemed assets (excluding write-offs) (50,778) (4,180) (54,958) 
Unwinding of discounting (recognised in interest income) 1,075 − 1,075 
Changes in models and inputs used for ECL measurement (15,587) (697) (16,284) 
Exchange differences  613 − 613 

    

    

ECL allowance at 31 March 2018 (unaudited) 236,490 313 236,803 
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7 Loans to Customers (continued) 

Movements in ECL allowances for loans to medium businesses for the three months ended 31 March 2018 
are presented in the table below (unaudited): 

(in RUB ‘000) Stage 1 Stage 2 Stage 3 Total  

 
Medium business 
ECL allowance at 1 January 2018 97,416 22,930 40,594 160,940 

New purchased or originated assets 10,076 17 710 10,803 
Derecognised or redeemed assets (excluding write-offs) (3,209) (11,147) (1,036) (15,392) 
Unwinding of discounting (recognised in interest income) 1,134 4 (564) 574 
Changes in models and inputs used for ECL measurement (6,138) 91 4,422 (1,625) 
Exchange differences  94 12 − 106 
     

     

ECL allowance at 31 March 2018 (unaudited) 99,373 11,907 44,126 155,406 
     

Movements in ECL allowances for loans to small businesses for the three months ended 31 March 2018 are 
presented in the table below (unaudited): 

(in RUB ‘000) Stage 1 Stage 3 Total  

 
Small business 
ECL allowance at 1 January 2018 43,259 397,207 440,466 

New purchased or originated assets 206 984 1,190 
Derecognised or redeemed assets (excluding write-offs) (28,936) (150) (29,086) 
Unwinding of discounting (recognised in interest income) 88 − 88 
Changes in models and inputs used for ECL measurement (6,151) (5,513) (11,664) 
    

    

ECL allowance at 31 March 2018 (unaudited) 8,466 392,528 400,994 
    

Movements in ECL allowances for loans to individuals for the three months ended 31 March 2018 are 
presented in the table below (unaudited): 

(in RUB ‘000) Stage 1 Stage 2 Stage 3 Total  

 
Individuals 
ECL allowance at 1 January 2018 15,790 4,454 46,444 66,688 

New purchased or originated assets 20,927 642 212 21,781 
Derecognised or redeemed assets (excluding write-offs) (2,636) (74) (664) (3,374) 
Transfers to Stage 1 798 (714) (84) − 
Transfers to Stage 2 (210) 256 (46) − 
Transfers to Stage 3 (228) (3,370) 3,598 − 
Unwinding of discounting (recognised in interest income) (36) 1 (31) (66) 
Changes in models and inputs used for ECL measurement 9,588 7,854 12,118 29,560 
Exchange differences  1 − 14 15 
     

     

ECL allowance at 31 March 2018 (unaudited) 43,994 9,049 61,561 114,604 
     

For the three months ended 31 March 2019, the Group sold the debt at amortised cost related to retail 
lending with a nominal value of RUB 11,575 thousand and ECL allowance of RUB 8,723 thousand for 
RUB 8,129 thousand (2018: with a nominal value of RUB 72,067 thousand and ECL allowance of 
RUB 8,187 thousand − for RUB 63,902 thousand) to the party not under common control. The Group is not 
exposed to the risk of overdue payments as it did not provide guarantees against interest and principal debt 
payment. 
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7 Loans to Customers (continued) 

Economic sector risk concentrations within the customer loan portfolio are as follows: 

(in RUB ‘000) 

31 March 2019 
(unaudited) 31 December2018 

Amount % Amount % 

      

Individuals   18,682,287 40.9  15,234,985 36.7 
Financing and insurance activities   4,471,931 9.8  5,622,139 13.6 
Development   3,800,713 8.3  1,883,910 4.5 
Residential construction   2,275,931 5.0  1,602,383 3.9 
Wholesale trade   2,222,622 4.9  3,230,569 7.8 
Metallurgy   2,158,610 4.7  1,512,257 3.7 
Mining   1,698,849 3.7  2,280,217 5.5 
Infrastructure construction   1,612,169 3.5  588,547 1.4 
Construction   1,494,622 3.3  1,110,833 2.7 
Oil and gas   1,417,723 3.1  799,995 1.9 
Retail trade    1,277,715 2.8  1,839,487 4.4 
Other manufacturing   1,217,266 2.7  1,726,844 4.2 
Information and communication activities   923,417 2.0  1,087,697 2.6 
Energy   646,638 1.4  206,500 0.5 
Transportation and warehousing   51,304 0.1  51,157 0.1 
Manufacture and repair of transport vehicles and 

equipment   44,369 0.1  810,370 2.0 
Other   1,737,250 3.7  1,890,571 4.5 

      

      

Total loans and advances to customers 
(before ECL allowance for loan portfolio)  45,733,416 100.0 41,478,461 100.0 

      

As at 31 March 2019, loans provided to 30 largest borrowers amounted to RUB 23,290,490 thousand before 
ECL allowance for the loan portfolio (31 December 2018: RUB 22,318,853 thousand), or 51% 
(31 December 2018: 54%) of total loans to customers. 

The analysis by credit quality of loans to large businesses at amortised cost as at 31 March 2019 is as 
follows (unaudited): 

(in RUB ‘000) Stage 1 Stage 2 Stage 3 Total 
      

Large business     
Neither past due nor impaired      
– standard portfolio 14,279,710 2,081,721 − 16,361,431 
      

      

Total neither past due nor impaired 14,279,710 2,081,721 − 16,361,431 
      

      

Total loans and advances to large businesses 
(before ECL allowance) 14,279,710 2,081,721 − 16,361,431 

      

Less ECL allowance (47,937) (104,086) − (152,023) 
      

      

Total loans and advances to large businesses 14,231,773 1,977,635 − 16,209,408 
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7 Loans to Customers (continued) 

The analysis by credit quality of loans to medium businesses at amortised cost as at 31 March 2019 is as 
follows (unaudited): 

(in RUB ‘000) Stage 1 Stage 2 Stage 3 Total 

      
Medium business     
Neither past due nor impaired      

– standard portfolio 4,591,625 97,352 − 4,688,977 
      

      
Total neither past due nor impaired 4,591,625 97,352 − 4,688,977 

      

      
Total loans and advances to medium businesses 

(before ECL allowance) 4,591,625 97,352 − 4,688,977 

      

Less ECL allowance (28,765) (12) − (28,777) 
      

      
Total loans and advances to medium businesses 4,562,860 97,340 − 4,660,200 

      

The analysis by credit quality of loans to small businesses at amortised cost as at 31 March 2019 is as 
follows (unaudited): 

(in RUB ‘000) Stage 1 Stage 2 Stage 3 Total 
      

Small business     
Neither past due nor impaired      
– standard portfolio 2,610,465 480,650 − 3,091,115 
      

      

Total neither past due nor impaired 2,610,465 480,650 − 3,091,115 
      

      

Individually impaired     
– not past due − − 536 536 
– over 90 days overdue − − 473,162 473,162 
      

      

Total individually impaired  − − 473,698 473,698 
      

      

Total loans and advances to small businesses 
(before ECL allowance) 2,610,465 480,650 473,698 3,564,813 

      

Less ECL allowance (49,744) (13,813) (473,698) (537,255) 
      

      

Total loans and advances to small businesses 2,560,721 466,837 − 3,027,558 
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7 Loans to Customers (continued) 

The analysis by credit quality of loans to individuals at amortised cost as at 31 March 2019 is as follows 
(unaudited): 

(in RUB ‘000) Stage 1 Stage 2 Stage 3 Total 
      

Loans to individuals     
Neither past due nor impaired      

– loans renegotiated in 2019 630 − − 630 
– loans renegotiated in prior reporting periods 3,701 − − 3,701 
– standard portfolio 18,157 639 − − 18,157,639 
      

      

Total neither past due nor impaired 18,161 970 − − 18,161,970 
      

      

Past due but not impaired     
– less than 30 days overdue 209,184 − − 209,184 
– 31 to 90 days overdue − 96,827 − 96,827 
      

      

Total past due but not impaired 209,184 96,827 − 306,011 
      

      

Individually impaired     
– 31 to 90 days overdue − − 1,907 1,907 
– over 90 days overdue − − 212,399 212,399 
      

      

Total individually impaired  − − 214,306 214,306 
      

      

Total loans and advances to individuals (before 
ECL allowance) 18,371,154 96,827 214,306 18,682,287 

      

Less ECL allowance (186,740) (51,822) (162,872) (401,434) 
      

      

Total loans and advances to individuals 18,184,414 45,005 51,434 18,280,853 
     

The analysis by credit quality of loans to large businesses at amortised cost as at 31 December 2018 is as 
follows: 

(in RUB ‘000) Stage 1 Stage 2 Stage 3 Total 
      

Large business     
Neither past due nor impaired      
– Standard portfolio 12,586,627 2,216 079 − 14,802,706 

      

      

Total neither past due nor impaired 12,586,627 2,216,079 − 14,802,706 
      

      

Total loans and advances to large businesses 
(before ECL allowance) 12,586,627 2,216,079 − 14,802,706 

      

Less ECL allowance (93,110) (110,804) − (203,914) 
      

      

Total loans and advances to large businesses 12,493 517 2,105 275 − 14,598,792 
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7 Loans to Customers (continued) 

The analysis by credit quality of loans to medium businesses at amortised cost as at 31 December 2018 is as 
follows: 

(in RUB ‘000) Stage 1 Stage 2 Stage 3 Total 
      

Medium business     
Neither past due nor impaired      
– loans renegotiated in 2018 18,170 103,971 − 122,141 
– standard portfolio 6,366,169 167,325 − 6,533,494 

      

      

Total neither past due nor impaired 6,384 339 271,296 − 6,655,635 
      

      

Individually impaired      
– over 90 days overdue − − 10,675 10,675 
      

      

Total individually impaired  − − 10,675 10,675 
      

      

Total loans and advances to medium 
businesses (before ECL allowance) 6,384,339 271,296 10,675 6,666,310 

      

Less ECL allowance (50,346) (309) (10,675) (61,330) 
      

      

Total loans and advances to medium 
businesses 6,333,993 270,987 − 6,604,980 

      

The analysis by credit quality of loans to small businesses at amortised cost as at 31 December 2018 is as 
follows: 

(in RUB ‘000) Stage 1 Stage 2 Stage 3 Total 

      
Small business     
Neither past due nor impaired      
– standard portfolio 1,263,705 476,977 − 1,740,682 

      
      

Total neither past due nor impaired 1,263,705 476,977 − 1,740,682 

      
      
Individually impaired      
– over 90 days overdue − − 516,713 516,713 
      
      
Total individually impaired  − − 516,713 516,713 

      
      
Total loans and advances to small businesses 

(before ECL allowance) 1,263,705 476,977 516,713 2,257,395 

      
Less ECL allowance (15,143) (19,463) (498,438) (533,044) 
      
      
Total loans and advances to small businesses 1,248,562 457,514 18,275 1,724,351 
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7 Loans to Customers (continued) 

The analysis by credit quality of loans to individuals at amortised cost as at 31 December 2018 is as follows: 

(in RUB ‘000) Stage 1 Stage 2 Stage 3 Total 

      
Loans to individuals     
Neither past due nor impaired      

– loans renegotiated in 2018 3,943 1,960 − 5,903 
– standard portfolio 14,911,427 − − 14,911,427 

      
      

Total neither past due nor impaired 14,915,370 1,960 − 14,917,330 

      
      
Past due but not impaired     
– less than 30 days overdue 122,775 − − 122,775 
– 31 to 90 days overdue − 52,258 − 52,258 
      
      
Total past due but not impaired 122,775 52,258 − 175,033 

      
      
Individually impaired      
– over 90 days overdue − − 142,622 142,622 
      
      
Total individually impaired  − − 142,622 142,622 

      
      
Total loans and advances to individuals 

(before ECL allowance) 15,038,145 54,218 142,622 15,234,985 

      
Less ECL allowance (130,734) (31,018) (114,598) (276,350) 
      
      
Total loans and advances to individuals 14,907,411 23,200 28,024 14,958,635 

      

Loans renegotiated during the period represent loans with revised terms and conditions that otherwise would 
be past due or impaired. 

Past due but not impaired loans primarily include collateralised loans where the fair value of collateral covers 
the overdue interest and principal repayments. The amount reported as past due but not impaired is the 
entire balance of such loans, not only the individual instalments that are past due. 

The Group derecognises a financial asset, e.g. a loan provided to a customer, if the contractual terms and 
conditions are renegotiated in such a way that such a loan becomes a new loan and the difference is 
recognised as profit or loss from derecognition before the ECL allowance is recorded. Upon initial 
recognition, loans are classified in Stage 1 for ECL measurement purposes, unless a created loan is deemed 
to be a purchased or created impaired (‘POCI’) asset. 

If modification does not trigger significant changes in cash flows, modification does not result in 
derecognition. Based on changes in cash flows discounted at the original effective interest rate, the Group 
recognises profit or loss from modification before the ECL allowance is recorded. 

During the three months ended 31 March 2019 the Group did not renegotiate loans to customers of Stage 2 
and Stage 3. 

Below are assets of Stage 2 with terms and conditions renegotiated during 2018 that are recorded as 
restructured, with recognition of corresponding modification losses incurred by the Group. 
 
(in RUB ‘000) 2018 

   
Loans to customers modified during the period  

Amortised cost before modification 917,627 
Net expense from modification (10,523) 

   

The information on the fair value of each class of loans to customers is disclosed in Note 19. The information 
on related party transactions is disclosed in Note 20. 
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8 Investment Securities 

Investment securities at fair value through other comprehensive income (“FVOCI”) include the following 
items: 

(in RUB ‘000) 
31 March 2019 

(unaudited) 
31 December 

2018 

    
Corporate bonds  5,716,432  5,894,714 
Shares of banks  2,068,499  2,181,112 
Federal loan bonds of the Russian Federation  1,140,297  850,593 
Bonds of state corporations 669,173  717,384 
Bonds of banks 534,353  1,965,870 
Corporate shares  41,006  279,474 
Investment units  12,309  − 
Russian Federation Eurobonds  −  310,563 
   
    
Total not pledged investment securities at FVOCI 10,182, 069 12,199, 710 
    

    
Federal loan bonds of the Russian Federation  1,905,665  1,333,300 
Bonds of banks 932,539  1,012,406 
Corporate bonds 285,329  684,092 
Corporate shares 142,328  − 
Russian Federation Eurobonds −  592,892 

    
    

Total pledged investment securities at FVOCI sold under direct repo 
agreements 3,265,861 3,622,690 

    
    

Total investment securities at FVOCI  13,447,930 15,822,400 

    

Debt investment securities at FVOCI are recorded at fair value determined based on the observable market 
data. Where quoted market prices are not available, the Group uses various valuation techniques. Refer to 
Note 19. 

As at 31 March 2019, shares of banks with a carrying amount of RUB 2,068,499 thousand (31 December 
2018: RUB 2,181,112 thousand) were represented by equity securities issued by foreign and Russian banks. 
The Group took a decision to irrevocably designate these shares into investment securities at FVOCI, as 
they are not held for trading. During the three months ended 31 March 2019, the Group recognised, within 
other operating income, dividend income attributable to equity investment securities in the amount of 
RUB 2,730 thousand. 

As at 31 March 2019, securities at FVOCI represented by corporate bonds with a carrying amount of 
RUB 696,774 thousand (31 December 2018: RUB 699,213 thousand) were restricted under the Master Loan 
Agreement signed with CBR with an overdraft limit in the amount of RUB 3,500,000 thousand. 

The information on due to credit institutions and customer accounts under direct repo agreements is 
disclosed in Notes 9 and 10.  
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8 Investment Securities (continued) 

Movements in ECL allowances for investment securities at FVOCI are presented in the table below: 

(in RUB ‘000) 
31 March 2019 

(unaudited) 
31 March 2018 

(unaudited) 
    

ECL allowance at 1 January 73,323 31,400 

New originated or purchased assets and effects of other increases in gross 
carrying amount 8,197 7,210 

Derecognised or redeemed assets and effects of other decreases in gross 
carrying amount (24,285) (1,689) 

Net remeasurement of loss allowance (37,192) (2,550) 
Exchange differences (1,915) 37 
    

    

ECL allowance at 31 March (unaudited) 18,128 34,408 
    

For ECL allowance purposes, all investment securities at FVOCI during the three months ended 
31 March 2019 and the three months ended 31 March 2018 are classified in Stage 1. 

Refer to Note 19 for the disclosure of the fair value of each class of investment securities. The information on 
related party transactions is disclosed in Note 20. 

9 Due to Credit Institutions 

(in RUB ‘000) 
31 March 2019 

(unaudited) 
31 December 

2018 
    

Sale and repurchase agreements with credit institutions   2,656,864 1,909,209 
Deposits of other banks 1,629,480 959,818 
Correspondent accounts and overnight placements of credit institutions 154,100 706,543 
   

   

Total due to other banks 4,440,444 3,575,570 
   

Sale and repurchase agreements with credit institutions represent funds attracted from a Russian credit 
institution with maturity from April to May 2019 (31 December 2018: in January 2019) and contractual 
interest rates from -0.15% to 7.82% p.a. (31 December 2018:  from 0.2% to 7.95% p.a.). The information on 
securities pledged under the sale and repurchase agreements with credit institutions is disclosed in Notes 5 
and 8. 

Deposits of other banks represent deposits of a large Russian bank and foreign banks (31 December 2018: 
of a large Russian bank and foreign banks) with maturities from April 2019 to February 2020 
(31 December 2018: in January 2019) and with contractual interest rates from 0.15% to 8.2% p.a. 
(31 December 2018: from 1.81% to 6.0% p.a.). 

As at 31 March 2019 and 31 December 2018, correspondent accounts and overnight placements represent 
funds placed by Russian and foreign credit institutions. 

The information on the fair value of amounts due to credit institutions is disclosed in Note 19. The information 
on related party transactions is disclosed in Note 20. 
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10 Customer Accounts 

(in RUB ‘000) 
31 March 2019 

(unaudited) 
31 December 

2018 

    
State and public organisations   
– Current/settlement accounts 2,702 2,481 
– Term deposits 3,521,422 3,475,135 
    
Legal entities   
– Current/settlement accounts 10,062,992 8,608,419 
– Term deposits 9,118,846 13,269,155 

    
Individuals   
– Current/demand accounts 2,192,289 1,961,192 
– Term deposits 33,612,000 32,409,878 
    
    
Total customer accounts 58,510,251 59,726,260 

    

State and public organisations exclude government owned profit orientated businesses. 

Economic sector concentrations within the customer accounts are as follows: 

(in RUB ‘000) 

31 March 2019 
(unaudited) 

31 December 
2018 

Amount % Amount % 
      

Individuals 35,804,289 61.2 34,371,070 57.5 
Trade  3,667,517 6.3  3,969,271 6.6 
State and public organisations  3,524,124 6.0  3,477,616 5.8 
Oil and gas  3,187,684 5.4  6,599,981 11.1 
Financial services  2,800,488 4.8  1,263,320 2.1 
Real estate  2,783,160 4.8  693,864 1.2 
Construction  2,201,282 3.8  4,167,734 7.0 
Manufacturing  774,351 1.3  711,960 1.2 
Transport and logistics  764,873 1.3  668,766 1.1 
Consulting services  753,337 1.3  896,889 1.5 
Food products  554,977 0.9  122,797 0.3 
Non-commercial organisations  337,860 0.6  366,679 0.6 
Mining  180,483 0.3  207,824 0.3 
Services  177,201 0.3  295,391 0.5 
Information and communication activities  175,052 0.3  1,009,620 1.7 
Advertising and mass media  160,047 0.3  240,676 0.4 
Telecommunications  86,055 0.1  109,461 0.1 
Other  577,471 1.0  553,341 1.0 
      

      

Total customer accounts 58,510,251 100.0 59,726,260 100.0 
      

As at 31 March 2019, customer accounts are recorded in the amount of RUB 9,098 thousand 
(31 December 2018: RUB 35,550 thousand) held as collateral for irrevocable letter of credit commitments 
(Note 18). 

As at 31 March 2019, balances of 10 largest customers amounted to RUB 13,249,008 thousand 
(31 December 2018: RUB 17,079,687 thousand), or 23% (31 December 2018: 29%) of total customer 
accounts. 

As at 31 March 2019, balances on customer accounts in the amount of RUB 804,356 thousand 
(31 December 2018: RUB 1,718,335 thousand) represented collateral on loans provided by the Group in the 
amount of RUB 6,638,796 thousand (31 December 2018: RUB 6,103,697 thousand). 

As at 31 March 2019, balances on customer accounts in the amount of RUB 248,487 thousand 
(31 December 2018: RUB 310,982 thousand) represented collateral on guarantees issued by the Group in 
the amount of RUB 551,350 thousand (31 December 2018: RUB 375,931 thousand) (Note 18). 

The information on the fair value of customer accounts is disclosed in Note 19. The information on related 
party transactions is disclosed in Note 20.  
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11 Debt Securities in Issue 

(in RUB ‘000) 

31 March  
2019 

(unaudited) 
31 December  

2018 

  

  Promissory notes 350,648 381,573 
Savings certificates 300 22,515 
Bonds issued on domestic market 911 924 
    

   

  Total debt securities in issue 351,859 405,012 
  

  
As at 31 March 2019, the Group issued promissory notes with a total nominal value of 
RUB 359,590 thousand (31 December 2018: RUB 394,242 thousand) with maturities from July 2019 to 
December 2019 (31 December 2018: from January 2019 to December 2019). The contractual interest rate 
on promissory notes as at 31 December 2018 ranged from 0.0% to 7.0% p.a. (31 December 2018: from 
0.0% to 7.0% p.a.). 

As at 31 March 2019, the Group issued savings certificates with a total nominal value of RUB 226 thousand 
(31 December 2018: RUB 20,918 thousand) with maturities in February 2019 (31 December 2018: from 
January 2019 to February 2019) and interest rate of 11.0% p.a. (31 December 2018: from 7.0% to 
11.0% p.a.). 

As at 31 March 2019, debt securities in issue included bonds in the amount of RUB 911 thousand 
(31 December 2018: RUB 924 thousand), denominated in Russian Rubles. As at 31 March 2019 and 
31 December 2018, the nominal value of bonds in issue totaled RUB 924 thousand, the bonds mature on 
12 July 2019 and have a coupon rate of 8.0% p.a. 

Refer to Note 19 for the disclosure of the fair value of debt securities in issue. 

12 Subordinated Eurobonds in Issue 

In October 2015, the Group placed subordinated Eurobonds with a nominal value of USD 20,000 thousand, 
interest rate of 8.0% p.a. and maturity in April 2021. Subordinated Eurobonds were issued by Expo Capital 
Designated Activity Company registered in Ireland. As at 31 March 2019, the amortised cost of subordinated 
Eurobonds was RUB 1,305,254 thousand (unaudited) (31 December 2018: RUB 1,398,052 thousand). 

13 Share Capital 

As at 31 March 2019, the authorised, issued and fully paid share capital adjusted for hyperinflation was 
RUB 9,500,998 thousand (31 December 2018: RUB 9,500,998 thousand). 

During the three months ended 31 March 2019 and 2018 the Bank did not distribute profits to its participants. 

On 15 November 2018, the Bank signed an agreement on purchasing 0.9084% interest in the Bank’s share 
capital from one of its participants for RUB 128,470 thousand. This interest will be transferred to the Bank as 
soon as a corresponding entry is made to the Unified State Register of Legal Entities. 

On 30 November 2017, the Bank bought out 8.7619% interest from one of its participants for 
RUB 1,220,018 thousand. 

30 January 2018, the General Meetings of the Bank’s participants elected to reorganise the Bank by merging 
“Bank in Goncharnaya” (JSC). In accordance with par. 3.1.4 of Article 53 of Federal Law No.14-FZ dated 
8 February 1998 “On Limited Liability Companies”, the stakes in the share capital of an entity to be merged 
with the entity that holds these stakes should be redeemed upon merger. Therefore, the General Meeting of 
the Bank’s participants resolved to form a new amount of the share capital. On 26 March 2018, Amendment 
No.1 to the Bank’s Charter was registered, specifying a new amount of the share capital. 

In accordance with the Russian Accounting Standards, the share capital totaled RUB 3,227,511 thousand as 
at 31 March 2019 (31 December 2018: RUB 3,227,511 thousand). 

The Bank is a limited liability company. According to the effective Russian law, the number of votes held by 
each participant of a limited liability company is proportionate to the participant’s stake in the company’s 
share capital. 
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14 Interest Income and Expense 
 

(in RUB ‘000) 

Three months 
ended  

31 March 2019 
(unaudited) 

Three months 
ended  

31 March 2018 
(unaudited) 

    
Interest income calculated using the effective interest rate   
Loans to customers  1,302,436  872,640 
Investment securities at FVOCI   200,724  85,436 
Due from credit institutions  74,794  171,109 
Investment securities at amortised costs  −  19,669 
    
    
Total interest income calculated using the effective interest rate  1,577,954  1,148,854 

   
    

Other interest income   

Trading securities  176,410  247,555 
Loans provided to large business at FVTPL  81,610 − 
Loans provided to medium business at FVTPL  3,167 − 
Loans provided to small business at FVTPL  87 − 
   
   
Total other interest income  261,274  247,555 

    
    

Total interest income  1,839,228  1,396,409 

    
    

Interest expense   
Term deposits of individuals  447,049  377,332 
Term deposits of legal entities  258,358  118,618 
Term deposits of credit institutions   22,160  43,709 
Debt securities in issue   6,322  8,845 
Operating lease commitments  3,766 − 
Current/settlement accounts  3,164  2,459 

    
    

Total interest expense 740,819 550,963 
    
    

Net interest income 1,098,409  845,446 

    

The information on related party transactions is disclosed in Note 20.   
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15 Administrative and Other Operating Expenses 

(in RUB ‘000) 

Three months 
 ended  

31 March 2019 
(unaudited)  

Three months  
ended  

31 March 2018 
(unaudited)  

    
Staff costs 435,512 461,752 
Insurance, including contributions to the State Deposit Insurance Agency 40,128 32,169 
Telecommunication and information services 29,316 32,933 
Taxes other than income tax 26,173 24,054 
Loss on disposal of property, write-off of low-value assets and accounts 

receivable 20,482 31,335 
Depreciation of right-of-use assets 20,315 − 
Depreciation of premises and equipment 16,508 12,571 
Other costs related to premises and equipment 15,067 13,668 
Professional services 6,480 9,470 
Business travel and related expenses 4,092 3,280 
Security services 3,304 3,488 
Amortisation of software and other intangible assets 2,467 1,789 
Advertising and marketing services 1,121 1,114 
Other  66,010 40,221 
    

    
Total administrative and other operating expenses 686,975 667,844 

    

The information on related party transactions is disclosed in Note 20. 

16 Income Tax 

Income tax expense for the reporting period recorded within profit and loss comprises the following: 

(in RUB ‘000) 

Three months  
ended  

31 March 2019 
(unaudited)  

Three months 
ended  

31 March 2018 
(unaudited)  

    
Current income tax expense  260,613 50,838 
Deferred income tax (benefit)/ expense (84,308) 45,994 
      

     
Income tax expense for the period 176,305 96,832 

    

The income tax rate applicable to the majority of the Group’s income for the three months ended 31 March 
2019 and for the three months ended 31 March 2018 is 20%. 
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17 Segment Analysis 

Operating segments are components which are engaged in financial and business activities as a result of 
which they can receive profit or incur expenses, whose operating results are regularly reviewed by the chief 
operating decision maker, and for which discrete financial information is available. The chief operating 
decision maker is a person or a group of persons that allocates resources and assesses the performance of 
the Group. The functions of the chief operating decision maker are performed by the Chairman of the 
Management Board and the executive directors from the Board of Directors of the Group. Segment reporting 
is based on the management accounting data in line with the Group’s accounting policies under the Russian 
Accounting Standards (“RAS”). 

Segment information of the reportable segments as at 31 March 2019 is set out below (unaudited): 

(in RUB ‘000) 

Corporate 
banking 

Retail 
banking 

Treasury 
transactions Total 

      

Total reportable segment assets  22,935,564   20,440,763   36,994,992   80,371,319  
Total reportable segment liabilities 24,454,490   35,708,464   5,013,466   65,176,420  
     

Segment information of the reportable segments as at 31 December 2018 is set out below: 

(in RUB ‘000) 
Corporate 

banking 
Retail  

banking 
Treasury 

transactions Total 

      
Total reportable segment assets 26,690,959 16,199,498 37,834,264 80,724,721 
Total reportable segment liabilities 23,719,304 34,383,973 8,237,013 66,340,290 
     

As at 31 March 2019 and 31 December 2018, the Group had no contractual capital expenditure 
commitments in respect of reconstruction of buildings and acquisition of equipment. 

Segment information of the reportable segments for the three months ended 31 March 2019 is set out below 
(unaudited): 

(in RUB ‘000) 
Corporate 

banking 
Retail 

banking 
Treasury 

transactions Total 

      
Three months ended 31 March 2019 

(unaudited)     
External revenues:     

– Interest income   875,725  769,943  452,009  2,097,677 
– Fee and commission income  91,168  5,412  6,850  103,430 
      
Income from other segments:     
– Interest income (176,762)  216,574 (39,812) − 
      

      
Total revenues   790,131  991,929  419,047  2,201,107 

      

      
Interest expense (167,332) (469,262) (112,366) (748,960) 
Provision for loan impairment (112,837) (114,907) (1,158) (228,902) 
Depreciation and amortisation (6,637) (7,008) (2,031) (15,676) 
Fee and commission expense (17,076) − − (17,076) 
Gains net of losses from trading in securities − −  120,358  120,358 
Gains net of losses from trading in foreign 

currencies 
− −  7,567  7,567 

Foreign exchange translation gains net of losses − −  70,725  70,725 
Income from participation in equity of other legal 

entities 
− −  3,042  3,042 

Administrative and other operating expenses less 
income 

(206,279) (268,394) (61,416) (536,089) 

      

      
Segment result  279,970  132,358  443,768  856,096 
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17 Segment Analysis (continued) 

Segment information of the reportable segments for the three months ended 31 March 2018 is set out below 
(unaudited): 

(in RUB ‘000) 
Corporate 

banking 
Retail 

banking 
Treasury 

transactions Total 

      
Three months ended 31 March 2018 

(unaudited)     
External revenues:     
– Interest income  563,075  195,161  470,054  1,228,290  
– Fee and commission income 69,184  17,815  504  87,503  
      
Income from other segments:     
– Interest income (259,070)  493,000  (233,930)  − 
          
      
Total revenues  373,189  705,976  236,628  1,315,793  
      
      
Interest expense (106,793)  (391,389)  (26,037)  (524,219)  
Provision for loan impairment 18,915  (36,989)  436  (17,638)  
Depreciation and amortisation (6,257)  (7,523)  (1,794)  (15,574)  
Fee and commission expense (1,646)  (16,477)  (628)  (18,751)  
Gains net of losses from trading in securities − − 63,385  63,385  
Gains net of losses from trading in foreign 

currencies 
− − 

55,728  55,728  
Foreign exchange translation gains net of losses − − 10,668  10,668  
Administrative and other operating expenses  (209,551)  (250,169)  (49,195)  (508,915)  
          
      
Segment result 67,857  3,429  289,191  360,477  
      

Reconciliation of the reportable segment profit with profit before tax for the reporting period is provided 
below: 

(in RUB ‘000) 

Three months 
 ended 

31 March 2019 
(unaudited) 

Three months 
 ended 

31 March 2018 
(unaudited) 

    
Profit for reportable segments  856,096  376,989 
Recovery of RAS provisions and accrual of IFRS provisions  66,751  83,319 
Adjustment of loans to customers and of amounts due from credit 

institutions to amortised cost 48,655 38,609 
Revaluation of loans to customers at fair value (13,226) − 
Adjustment of investment securities at amortised cost/ securities held-to-

maturity to their amortised cost − (3,280) 
Foreign currency  revaluation of shares at FVOCI  − (36,921) 
Amortisation of commission income on guarantees issued  37,830 5,697 
Recognition of non-performing debt under other assets  11,032 (111) 
Accrual of staff remunerations (17,461) (2,376) 
Reclassification of other taxes in administrative and other operating 

expenses (26,173) (22,388) 
Other (21,557) 10,256 
    
    
Profit before tax 941,947  449,794 
    

The Group does not have clients, revenues from which exceed 10% of the total revenues. The Group carries 
out a significant part of transactions, receives income and incurs expenses, as well as has assets and 
liabilities in the Russian Federation. 
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18 Contingencies and Commitments 

Operating environment 

Russia proceeds with economic reforms and develops the legal, tax and administrative infrastructure that 
would meet the requirements of the market economy. The stability of Russian economy will largely depend 
on the progress of these reforms, as well as on the efficiency of measures taken by the government in the 
economy, fiscal and monetary policy. 

The Russian economy continues to be negatively impacted by low oil prices and sanctions against Russia 
imposed by certain countries. Ruble interest rates remain high. These factors combined have decreased 
availability of capital and raised its cost, increasing uncertainty with regard to further economic growth. This 
may have an adverse effect on the financial position, performance and economic prospects of the Group. 
The Group’s management believes it takes all necessary measures to ensure the Group’s economic 
sustainability in the current environment. 

Legal proceedings 

From time to time and in the normal course of business, claims against the Group may be received. On the 
basis of its own estimates and internal professional advice, the management is of the opinion that no 
material losses will be incurred by the Group in respect of claims, and accordingly no provision to cover 
litigation related loss has been made in these interim condensed consolidated financial statements. 

Taxation 

Some provisions of the effective Russian tax, currency and customs legislation are not clear and explicit 
enough that often results in their varying interpretations (which, in particular, can be applied retrospectively), 
selective and inconsistent application and frequent and sometimes unpredictable changes. In view of the 
above, interpretation of these laws by the Group’s management with regard to its certain transactions and 
operations, including their economic justification and sufficiency of documentary evidence, may be 
challenged by relevant regulatory authorities at any time in the future. Therefore, tax authorities may 
challenge the Group’s transactions and tax accounting methods that have not been challenged before. As a 
result, additional taxes, interest and penalties may be accrued.  

Interpretation of certain provisions of Russian tax law together with the recent trends in law enforcement 
practices are indicative of a stricter position taken by tax authorities and courts in applying laws and 
reviewing tax calculations. It is impossible to determine the amount of potential, but not filed claims and to 
assess the probability of unfavorable outcome.  

Russian transfer pricing legislation allows Russian tax authorities to apply transfer pricing adjustments and 
charge additional income tax and VAT on controlled transactions if the transaction price differs from the 
market price. The management believes that the Group fully complies with transfer pricing rules and the 
prices applied by the Group for controlled transactions are consistent with the market levels. 

Field audits of taxpayers performed by tax authorities can cover three calendar years of operations 
preceding the year when the tax authorities decided to perform a tax review. Under certain circumstances 
tax reviews may cover longer periods. 

As at 31 March 2019, the Group believes that its interpretation of applicable legal regulations is 
substantiated and that the Group’s position in respect of tax, currency and customs law matters can be 
sustained. 

Capital expenditure commitments 

As at 31 March 2019 and 31 December 2018, the Group had no contractual capital expenditure 
commitments in respect of reconstruction of buildings and acquisition of equipment. 

The Group believes that future net income and funding will be sufficient to cover this and any similar 
commitments.  

Credit related commitments 

The primary purpose of these instruments is to ensure that funds are available to a customer as required. 
Guarantees and letters of credit, which represent irrevocable assurances that the Group will make payments 
in the event that a customer cannot meet its obligations to third parties, carry the same credit risk as loans. 
Commitments to extend credit represent unused portions of authorisations to extend credit in the form of 
loans, guarantees or letters of credit. 
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18 Contingencies and Commitments (continued) 

Credit related commitments (continued) 

As at 31 March 2019, the unused limits on guarantees totaled RUB 5,629,629 thousand (31 December 2018: 
RUB 4,413,716 thousand), the undrawn credit lines amounted to RUB 4,351,253 thousand 
(31 December 2018: RUB 4,020,412 thousand). 

The information on guarantees issued and uncovered letters of credit issued as at 31 March 2019 and 
31 December 2018 is provided below: 

(in RUB ‘000) 
31 March 2019 

(unaudited) 
31 December 

2018 
    

Guarantees issued  9,621,402  8,038,878 
Letters of credit issued  35,776  38,354 
Less ECL allowance (130,757) (143,165) 
    

    

Total  9,526,421  7,934,067 
    

As at 31 March 2019, irrevocable covered letters of credit amounted to RUB 9,098 thousand 
(31 December 2018: RUB 35,550 thousand) and were collateralised by term deposits in the amount of 
RUB 9,098 thousand (31 December 2018: RUB 35,550 thousand) (Note 10). 

As at 31 March 2019, balances on customer accounts in the amount of RUB 248,487 thousand 
(31 December 2018: RUB 310,982 thousand) represented collateral on guarantees issued by the Group in 
the amount of RUB 551,350 thousand (31 December 2018: RUB 375,931 thousand) (Note 10). 

The total outstanding contractual amount of letters of credit and guarantees does not necessarily represent 
future cash requests, as these financial instruments may expire or terminate without being funded.  

Movements in ECL allowances for guarantees and uncovered letters of credit provided by the Group for the 
three months ended 31 March 2019 are presented in the table below (unaudited): 

(in RUB ‘000) Stage 1 Stage 2 Stage 3 Total 

      
Guarantees and uncovered letters of credit issued     
ECL allowance at 1 January 2019  20,551  1,642  120,972  143,165 

New guarantees and uncovered letters of credit issued 
and effects of other increases in value  2,459 − −  2,459 

Derecognised guarantees and uncovered letters of 
credit and effects of other decreases in value (8,746) (8) − (8,754) 

Transfers to Stage 2 (8) 8  − 
Net remeasurement of loss allowance (4,820) (1,274) − (6,094) 
Exchange differences  (19) − − (19) 
      
      
ECL allowance at 31 March 2019 (unaudited)  9,417  368  120,972 130,757 

      

Movements in ECL allowances for guarantees issued by the Group for the three months ended 31 March 
2018 are presented in the table below (unaudited): 

(in RUB ‘000) Stage 1 Stage 2 Stage 3 Total  

 
Guarantees and uncovered letters of credit 

issued 
ECL allowance at 1 January 2018 118,298 1,057 120,972 240,327 

New guarantees and uncovered letters of credit 
issued and effects of other increases in value 17,523 − − 17,523 

Derecognised guarantees and uncovered letters 
of credit and effects of other decreases in value (35,922) (119) − (36,041) 

Net remeasurement of loss allowance (27,071) (186) − (27,257) 
Exchange differences  40 − − 40 

     

ECL allowance at 31 March 2018 (unaudited) 72,868 752 120,972 194,592 
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18 Contingencies and Commitments (continued) 

Credit related commitments (continued) 

Movements in ECL allowances for undrawn credit lines provided to customers for the three months ended 
31 March 2019 are presented in the table below (unaudited): 

(in RUB ‘000) Stage 1 Stage 3 Total  
     

Undrawn credit lines    
ECL allowance at 1 January 2019  3,587  47  3,634 

New purchased or originated undrawn credit lines  5,249 –  5,249 
Derecognised or redeemed undrawn credit lines (1,997) – (1,997) 
Net remeasurement of loss allowance (1,706) – (1,706) 
Exchange differences  (22) – (22) 
    

    

ECL allowance at 31 March 2019  5,111  47 5,158 
    

Movements in ECL allowances for undrawn credit lines provided to customers for the three months ended 
31 March 2018 are presented in the table below (unaudited): 

(in RUB ‘000) Stage 1 Stage 2 Stage 3 Total  
 

Undrawn credit lines 
ECL allowance at 1 January 2018  29,215   12,126   47  41,388  

New purchased or originated undrawn credit lines  23,322  –  – 23,322  
Derecognised or redeemed undrawn credit lines (28,574)  (183)  – (28,757)  
Transfers to Stage 1 11,943  (11,943) – – 
Net remeasurement of loss allowance (6,157)  –  – (6,157)  
Exchange differences  (1)  –  – (1)  
     

     

ECL allowance at 31 March 2018  29,748  –   47  29,795  
     

The information on related party transactions is disclosed in Note 20. 

19 Fair Value of Financial Instruments 

Fair value measurement procedures 

Fair value measurement policies and procedures are determined both for periodic fair value measurement, 
e.g. with regards to unquoted trading securities, investment securities at FVOCI, unquoted financial 
derivatives, investment property, land and buildings, and for one-time measurement, e. g. with regards to 
assets held for sale. 

External appraisers may be engaged to assess significant assets, such as real estate, trading securities, 
investment securities at FVOCI, financial derivatives. Appraiser selection criteria include market knowledge, 
reputation, independence and compliance with professional standards. After discussions with external 
appraisers, a decision is taken on the valuation methods and inputs that should be used in each particular 
case.  

The fair value of assets and liabilities which are required to be remeasurement or re-analysis under the 
Group’s accounting policies is measured at each reporting date. For measurement purposes, main inputs 
and their correlation with the prior measurement inputs are reviewed. The fair value measurement results 
(including measurements of external appraisers) are regularly provided to the Internal Audit Function and 
independent auditors of the Group. Main assumptions used in the measurement are discussed. 

Methods and assumptions applied in determining fair values 

Fair value is the amount at which a financial instrument could be exchanged in a current transaction between 
willing parties, other than in a forced sale or liquidation. Fair value is best evidenced by the active quoted 
market price of a financial instrument. Where quoted market prices are not available, the Group uses various 
valuation techniques. The fair value of unquoted fixed interest rate instruments is estimated based on cash 
flows discounted at current interest rates for new instruments with similar credit risk and remaining maturity. 
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19 Fair Value of Financial Instruments (continued) 

Fair value hierarchy 

The Group uses the following hierarchy for determining and disclosing fair values of financial instruments 
depending on the valuation technique: 

► Level 1 – quoted (unadjusted) market prices in active markets for identical assets or liabilities. 

► Level 2 – valuation techniques for which the lowest level input that is significant to the fair value 
measurement is directly or indirectly observable. 

► Level 3 – valuation techniques for which the lowest level input that is significant to the fair value 
measurement is unobservable. 
 

To disclose fair values, the Group has determined the classes of assets and liabilities based on the nature, 
features and risks inherent to the asset or liability, as well as the level in the fair value hierarchy. 

For financial instruments carried at fair value, the levels in the fair value hierarchy are as follows:  

 
31 March 2019  

(unaudited) 
31 December 

2018 

(in RUB ‘000) 

Quoted 
price in  

an active 
market 

(Level 1) 

Valuation 
technique 

with inputs 
observable 
in markets 

(Level 2) 

Significant 
non-

observable 
inputs 

(Level 3) 

Quoted  
price in  

an active 
 market  

(Level 1) 

Valuation 
technique 

with inputs 
observable 
in markets 

(Level 2) 

Significant 
non-

observable 
inputs 

(Level 3) 

        
Financial assets at fair value        
Trading securities  10,159,345  986,865  935,806 5,724,115 934,739 − 
- Federal loan bonds of the Russian 

Federation  5,554,960 − − 2,255,460 − − 
- Corporate bonds  3,994,228  986,865  935,806 2,016,741 934,739 − 
- Corporate shares  294,526 − − 46,516 − − 
- Bonds of banks  272,389 − − − − − 
- Shares of banks  43,242 − − 311,314 − − 
- CBR bonds − − − 1,009,670 − − 
- Investment units − − − 84,414 − − 
       
Loans to customers − − 2,435,908 − − 2,517,065 
- loans to customers at FVTPL − − 2,435,908 − − 2,517,065 
        
Investment securities at FVOCI   11,379,431 −  2,068,499 12,001,846 1,418,514 2,402,040 
- Corporate bonds  6,001,761 − − 6,357 878 − 220,928 
- Federal loan bonds of the Russian 

Federation  3,045,962 − − 2,183,893 − − 
- Bonds of banks  1,466,892 − − 1,559,762 1,418,514 − 
- Bonds of state corporations   669,173 − − 717,384 − − 
- Corporate shares  183,334 − − 268,516 − − 
- Investment units  12,309 − − 10,958 − − 
- Shares of banks − −  2,068,499 − − 2,181,112 
- Russian Federation Eurobonds − − − 903,455 − − 
        
Other financial assets  − 20,603 − − 896 − 
- Derivative financial instruments  − 20,603 − − 896 − 
        
        
Total financial assets at fair value  21,538,776  1,007,468  5,440,213 17,725,961 2,354,149 4,919,105 
       

       

Financial assets with fair value 
disclosed       

Cash and cash equivalents − − 6,095,800 − − 12,898,544 
Mandatory cash balances with CBR − − 707,419 − − 666,999 
Due from credit institutions − − 1,043,560 − − 1,806,222 
Loans to customers − − 41,797,271 − − 38,579,620 
Other financial assets  − − 6,773 − − 6,820 
       

       

Total financial assets with value 
disclosed − − 49,650,823 − − 53,958,205 
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19 Fair Value of Financial Instruments (continued) 

Fair value hierarchy (continued) 

 
31 March 2019  

(unaudited) 
31 December 

2018 

(in RUB ‘000) 

Quoted  
price in  

an active 
market  

(Level 1) 

Valuation 
technique 

with inputs 
observable in 

markets 
(Level 2) 

Significant 
non-

observable 
inputs 

(Level 3) 

Quoted  
price in  

an active 
market  

(Level 1) 

Valuation 
technique 

with inputs 
observable in 

markets 
(Level 2) 

Significant 
non-

observable 
inputs 

(Level 3) 

        
Financial liabilities carried at fair 

value       
Other financial liabilities − 10,700 − 516,181 109,427 − 
- Obligations to return securities 

received under the reverse sale and 
repurchase agreement − − − 516,181 − − 

- Settlements on brokerage operations   − 10,675 − − 94,615 − 
- Derivative financial instruments  − 25 − − 14,812 − 
        

        
Total financial liabilities at fair value − 10,700 − 516,181 109,427 − 
        

        
Financial liabilities with fair value 

disclosed       
Due to credit institutions  − − 4,447,810 − − 3,576,138 
Customer accounts − − 58,320,120 − − 60,633,717 
Debt securities in issue − − 350,892 − − 401,241 
Subordinated Eurobonds in issue − 1,305,254 − − 1,398,052 − 
Lease liabilities − − 221,245 − − − 
Other financial liabilities − − 191,772 − − 151,126 
        

        
Total financial liabilities with fair 

value disclosed − 1,305,254 63,531,839 − 1,398,052 64,762,222 
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19 Fair Value of Financial Instruments (continued) 

Fair value hierarchy (continued) 

Set out below is a comparison, by class, of the carrying amounts and fair values of the Group’s financial 
instruments that are not recorded at fair value in the interim condensed consolidated statement of financial 
position. The table below does not include fair values of non-financial assets and non-financial liabilities. 

 
31 March 2019  

(unaudited) 31 December 2018 

(in RUB ‘000) 
Carrying 
amount Fair value 

Unrecognised 
gains/ 

(losses) 
Carrying 
amount Fair value 

Unrecognised 
gains/ 

(losses) 

        
Financial assets        
Cash and cash equivalents 6,095,959 6,095,800 (159) 12,892,242 12,898,544 6,302 
Mandatory cash balances with CBR  707,419  707,419 − 666,999 666,999 − 
Due from credit institutions   1,044,736  1,043,560 (1,176) 1,816,266 1,806,222 (10,044) 
Loans and advances to customers  42,178,019  41,797,271 (380,748) 37,886,758 38,579,620 692,862 
Other financial assets   6,773  6,773 − 6,820 6,820 − 
        
        
Total financial assets at amortised 

cost 50,032,906 49,650,823 (382,083) 53,269,085 53,958,205 689,120 
        
        
Financial liabilities        
Due to credit institutions  4,440,444  4,447,810 (7,366) 3,575,570 3,576,138 (568) 
Customer accounts  58,510,251  58,320,120  190,131 59,726,260 60,633,717 (907,457) 
Lease liabilities  221,245 221,245 − − − − 
Other financial liabilities   191,772 191,772 − 151,126 151,126 − 
Debt securities in issue  351,859  350,892  967 405,012 401,241 3,771 
Subordinated Eurobonds in issue  1,305,254  1,305,254 − 1,398,052 1,398,052 − 
        
        
Total financial liabilities at amortised 

cost 65,020,825 64,837,093  183,732 65,256,020 66,160,274 (904,254) 
       

       

Total unrecognised change in the 
unrealised fair value   (198,351)   (215,134) 

       

Valuation techniques and assumptions used to determine the fair value of assets and liabilities 

Below are valuation techniques and assumptions used to determine the fair value of assets and liabilities 
carried at fair value in these interim condensed consolidated financial statements, as well as items not 
recorded at fair value in the consolidated statement of financial position, but whose fair value is disclosed. 

Assets for which fair value approximates their carrying amount 

Fair value of liquid or short term (less than three months) financial assets and financial liabilities is assumed 
to approximate their carrying amount. This assumption is also used for demand deposits and accounts 
without a set maturity. 

Derivatives 

Derivatives valued using a valuation technique with market observable inputs are mainly interest rate swaps, 
currency swaps and forward foreign exchange contracts. The most frequently applied valuation techniques 
include forward pricing and swap pricing models using present value calculations. The models combine 
various inputs, including counterparties’ credit quality, forward and spot exchange rates as well as interest 
rate curves. Derivatives valued using a valuation technique with significant unobservable inputs are mainly 
long-term option contracts. These derivatives are valued using the binomial models. The models combine 
various unobservable assumptions which include market rate volatilities. 

Trading securities and investment securities 

Trading securities and investment securities valued using a valuation technique are mainly unquoted shares 
and debt securities. Such assets are valued using models which incorporate either only observable market 
data or both observable and unobservable market inputs. The unobservable inputs include assumptions 
regarding the future financial performance of the investee, its risk profile, and economic assumptions 
regarding the industry and geographical jurisdiction in which the investee operates. 
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19 Fair Value of Financial Instruments (continued) 

Valuation techniques and assumptions used to determine the fair value of assets and liabilities 
(continued) 

Loans at fair value through profit or loss 

The fair value of loans carried at FVTPL is determined using internal models based on the present value 
calculation models or, in some cases (e.g. with regards to cash flows on assets held as collateral), using 
external valuation sources. Unobservable inputs for valuation techniques include adjustments for the credit 
risk related to expected cash flows resulting from operating activities of the borrower or to collateral 
assessment. 

Financial assets and financial liabilities carried at amortised cost 

Fair value of the quoted bonds is based on price quotations as of the reporting date. Fair value of unquoted 
instruments, loans to customers, customer deposits, amounts due from credit institutions and amounts due to 
CBR, amounts due to credit institutions, other financial assets and liabilities is estimated by discounting future 
cash flows using rates currently available for debt with similar terms, credit risk and remaining maturities. 
These rates are analysed below:  

 
31 March 2019 

(unaudited) 
31 December 

2018 

    Cash and cash equivalents   
Loans to other banks with original maturities of less than three months 2.5% p.a. 0.0% p.a. 
Reverse sale and repurchase agreements with credit institutions with 

maturities within 90 days 2.5% p.a. 0.0% p.a. 
    Due from credit institutions   
Term deposits with credit institutions 0.0% p.a. 0.0% p.a. 
    Loans to customers    
Large business 0.0%-10.3% p.a. 2.0%-10.2% p.a. 
Medium business 3.1%-10.3% p.a. 4.3%-10.2% p.a. 
Small business 8.2%-10.3% p.a. 8.3%-10.2% p.a. 
Loans to individuals  0.0%-19.2% p.a. 0.0%-18.4% p.a. 
    Due to credit institutions   
Correspondent accounts and overnight placements of credit institutions 0.0% p.a. 0.0% p.a. 
Deposits of credit institutions 7.9% p.a. 0.0% p.a. 
Sale and repurchase agreements with credit institutions 0.0%-7.9% p.a. 0.0% p.a. 
    Customer accounts   
Term deposits of legal entities 0.2%-7.7% p.a. 0.1%-7.9% p.a. 
Term deposits of individuals 0.0%-7.1% p.a. 0.0%-6.9% p.a. 

   

Investment property 

Fair value of investment property was determined by using the market comparable method. This means that 
valuations performed by an appraiser are based on market transaction prices, significantly adjusted for 
difference in the nature, location or condition of the specific property. At the measurement date, the fair value 
of investment property is based on the valuations made by an independent firm of professional appraisers, 
who hold a recognised and relevant qualification and who have professional experience in the valuation of 
assets in similar locations and in a similar category. 

Premises and equipment – land and buildings 

Fair value of the real properties was determined by using the market comparable method. This means that 
valuations performed by an appraiser are based on market transaction prices, significantly adjusted for 
difference in the nature, location or condition of the specific property. At the measurement date, the fair value 
of the real estate is based on the valuations made by an independent firm of professional appraisers, who 
hold a recognised and relevant qualification and who have professional experience in the valuation of assets 
in similar locations and in a similar category. 
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19 Fair Value of Financial Instruments (continued) 

Movements in Level 3 assets and liabilities carried at fair value 

The following table shows reconciliation of Level 3 assets recorded at fair value at the beginning and at the 
end of the reporting period: 

(in RUB ‘000) 

At 
1 January 

2019 

Gains / (losses) 
recognised in 
profit or loss 

Gains / (losses) 
recognised in 

other 
comprehensive 

income 
Acquisition/ 
origination Redemption 

Transfers 
from  

Levels 1 
and 2 

Transfers 
 to  

Levels 1 
and 2 

At  
31 March  

2019 
(unaudited) 

          
Assets         
Trading securities − − − − − 935,806 − 935,806 
Loans at FVTPL  2,517,065 87,292 − 195,780 (364,229) − − 2,435,908 
Investment securities  

at FVOCI  2,402,040 (28,054) 95,723 − − − (401,210) 2,068,499 
         

Transfers between levels of the fair value hierarchy are deemed to have occurred at the end of the reporting 
period. 

During the three months ended 31 March 2019 the Group did not transfer investment securities at FVOCI 
from Levels 1 and 2 to Level 3 of the fair value hierarchy. During the reporting period the Group transferred 
trading securities from Level 1 to Level 3 of the fair value hierarchy. The total carrying amount of transferred 
assets was RUB 935,806 thousand. The aggregate unrealised gain at the date of transfer was 
RUB 10,478 thousand. Transfer from Level 1 to Level 3 was triggered by the fact that the market for certain 
securities ceased to be active which led to changes in the fair value measurement method. Before transfer, 
the fair value of financial instruments was determined based on the observable market transactions or broker 
quoted prices for the same or similar instruments. From the date of transfer, the financial instruments were 
assessed based on the valuation techniques that used significant unobservable inputs. 

During the three months ended 31 March 2019, as a result of increased market activity investment securities 
were transferred from Level 3 to Level 1 of the fair value hierarchy in the amount of RUB 401,210 thousand. 
The aggregate unrealised loss at the date of transfer was RUB 16,676 thousand. These securities represent 
corporate bonds. Transfer from Level 3 to Level 1 was triggered by the fact that the market for certain 
securities became active, and from the date of transfer these financial instruments were assessed using 
quoted market prices for identical assets. 

The following table shows reconciliation of Level 3 assets recorded at fair value at the beginning and at the 
end of 2018: 

(in RUB ‘000) 

At 
1 January 

2018 

Gains / 
(losses) 

recognised  
in profit or 

loss 

Gains / (losses) 
recognised 

in other 
comprehensive 

income 
Acquisition / 

origination Redemption 

Transfers 
from  

Levels 1 
and 2 

Transfers  
to  

Levels 1 
and 2 

At 
31 December 

2018  

          
Assets         
Trading securities − 41,176 − 6,506 (57,642) 899,328 (889,368) − 
Loans at FVTPL  177,241 241,113 − 3,018,758 (920,047) − − 2,517,065 
Investment securities  

at FVOCI 1,092,485 57,252 159,455 903,000 (10,761) 200,609 − 2,402,040 
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19 Fair Value of Financial Instruments (continued) 

Movements in Level 3 assets and liabilities carried at fair value (continued) 

During the year ended 31 December 2018 the Group transferred investment securities at FVOCI from Level 1 
to Level 3 of the fair value hierarchy and trading securities from Level 2 to Level 3 of the fair value hierarchy. 
The total carrying amount of transferred assets was RUB 1,099,937 thousand. The aggregate unrealised loss 
at the date of transfer was RUB 206,701 thousand. Transfer from Level 1 to Level 3 was triggered by the fact 
that the market for certain securities ceased to be active which led to changes in the fair value measurement 
method. The reason for transfer from Level 2 to Level 3 was that inputs used in valuation techniques ceased 
to be observable. Before transfer, the fair value of financial instruments was determined based on the 
observable market transactions or broker quoted prices for the same or similar instruments. From the date of 
transfer, these financial instruments were assessed based on the valuation techniques that used significant 
unobservable inputs. 

During 2018, as a result of increased market activity trading securities were transferred from Level 3 to 
Level 1 of the fair value hierarchy in the amount of RUB 889,368 thousand. The aggregate unrealised loss at 
the date of transfer was RUB 12,216 thousand. These securities represent corporate bonds. Transfer from 
Level 3 to Level 1 was triggered by the fact that the market for certain securities became active, and from the 
date of transfer these financial instruments were assessed using quoted market prices for identical assets. 

Significant unobservable inputs and sensitivity of Level 3 financial instruments measured at fair 
value to changes in key assumptions 

The following table shows the quantitative information about significant unobservable inputs used in the fair 
value measurement categorised within Level 3 of the fair value hierarchy as at 31 March 2019: 

31 March 2019 (unaudited) 
Carrying 
amount 

Valuation 
techniques 

Unobservable 
inputs 

Range 
(weighted average) 

      

Trading securities     

Corporate bonds 935,806 Income approach 
Underlying asset 

value Not applicable 
     
Loans to customers     
Loans to large business  

at FVTPL 2,267,125 
Discounted cash 

flows PD 2.4% - 5.2% 
Loans to medium business  

at FVTPL 123,377 
Discounted cash 

flows PD 1.7% 
Loans to small business  

at FVTPL 45,406 
Discounted cash 

flows PD 3.5% 
      
Investment securities  

at FVOCI 
    

Equity securities 2,068,499 Price/Equity ratio 
Underlying asset 

value Not applicable 

Corporate bonds − Income approach 
Underlying asset 

value Not applicable 
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19 Fair Value of Financial Instruments (continued) 

Significant unobservable inputs and sensitivity of Level 3 financial instruments measured at fair 
value to changes in key assumptions (continued) 

The following table shows the quantitative information about significant unobservable inputs used in the fair 
value measurement categorised within Level 3 of the fair value hierarchy as at 31 December 2018: 

 Carrying amount 
Valuation 

techniques 
Unobservable 

inputs 
Range 

(weighted average) 

     
Trading securities     

Corporate bonds − Income approach 
Underlying asset 

value Not applicable 
     
Loans to customers     

Loans to large business at FVTPL 2,398,230 
Discounted cash 

flows PD 4.3% - 12.5% 
Loans to medium business at 

FVTPL 118,835 
Discounted cash 

flows PD 3.0% 
     
Investment securities at FVOCI     

Equity securities 2,181,112 Price/Equity ratio 
Underlying asset 

value Not applicable 

Corporate bonds 220,928 Income approach 
Underlying asset 

value Not applicable 
     

The following table shows the quantitative information about sensitivity of fair value of financial instruments 
categorised within Level 3 of the fair value hierarchy to changes in significant unobservable inputs: 

(in RUB ‘000) 

31 March 2019 (unaudited) 
31 December 

2018 

Carrying 
amount 

Effect of 
possible 

alternative 
assumptions 

Carrying 
amount 

Effect of 
possible 

alternative 
assumptions 

      

Trading securities 935,806 (2,558) − − 

Corporate bonds 935,806 (2,558) − − 
      

      

Loans to customers 2,435,908 (121,795) 2,517, 065 (125,854) 

Loans to large business at FVTPL 2,267,125 (113,356) 2,398,230 (119,912) 
Loans to medium business at FVTPL 123,377 (6,169) 118,835 (5,942) 
Loans to small business at FVTPL 45,406 (2,270) − − 
      

      

Investment securities at FVOCI  2,068,499 (103,425) 2,402, 040 (136,021) 

Equity securities 2,068,499 (103,425) 2,181,112 (109,056) 
Corporate bonds − − 220,928 (26,965) 
     

To determine possible alternative assumptions, the Group has adjusted key unobservable inputs as follows: 

► For debt securities, the Group has adjusted assumptions on the yield to maturity by increasing the 
assumption indicator by 5 p.p., which in the Group’s opinion lies within the range of possible 
alternative changes of this indicator. 

► For loans to customers, the Group has adjusted assumptions on the probability of default by 
increasing the assumption indicator by 5 p.p., which in the Group’s opinion lies within the range of 
possible alternative changes of this indicator.  

► For shares, the Group has adjusted the average indicator of share price to issuer’s equity 
(Price/Equity) by decreasing the indicator by 5 p.p., which in the Group’s opinion lies within the range 
of possible alternative changes of this indicator for other companies in this industry with similar risks. 
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19 Fair Value of Financial Instruments (continued) 

Transfers between Level 1 and Level 2 

During the three months ended 31 March 2019 there were no transfers of trading securities between Level 1 
and Level 2 of the fair value hierarchy. 

During the three months ended 31 March 2019 the Group did not transfer investment securities at FVOCI 
from Levels 1 and 2 to Level 3 of the fair value hierarchy. 

During 2018, as a result of increased market activity trading securities were transferred from Level 2 to 
Level 1 of the fair value hierarchy in the amount of RUB 4,827,302 thousand. These securities represent 
bonds of state corporations, corporate bonds and bonds of Russian banks. 

During 2018, as a result of decreased market activity trading securities were transferred from Level 1 to 
Level 2 of the fair value hierarchy in the amount of RUB 1,084,245 thousand. These securities represent 
bonds of state corporations and corporate bonds. 

During 2018, as a result of decreased market activity investment securities were transferred from Level 1 to 
Level 2 of the fair value hierarchy in the amount of RUB 1,275,165 thousand. These securities represent 
bonds of Russian banks. 

Significant unobservable inputs and sensitivity of Level 3 non-financial instruments measured at fair 
value to changes in key assumptions 

The table below shows summarised information on the sensitivity of fair value measurements of the Group’s 
investment property, land and buildings categorised within Level 3 of the fair value hierarchy to changes in 
unobservable inputs as at 31 March 2019: 

Unobservable  
inputs 

Range (weighted 
average) Sensitivity 

    
Trade discount 10% If the trade discount increases/decreases by 10%, the fair value of the 

Group’s investment property, land and buildings (before deferred tax) may 
decrease/increase by RUB 224,811 thousand. 

    

The table below shows summarised information on the sensitivity of fair value measurements of the Group’s 
investment property, land and buildings categorised within Level 3 of the fair value hierarchy to changes in 
unobservable inputs as at 31 December 2018: 

Unobservable  
inputs 

Range (weighted 
average) Sensitivity 

    
Trade discount 10% If the trade discount increases/decreases by 10%, the fair value of the 

Group’s investment property, land and buildings (before deferred tax) may 
decrease/increase by RUB 228,153 thousand. 

    

20 Related Party Transactions 

Parties are generally considered to be related if the parties are under common control, or one party has the 
ability to control the other party or can exercise significant influence over the other party in making financial 
or operational decisions. In considering each possible related party relationship, attention is directed to the 
substance of the relationship, not merely the legal form. 

For the purposes of disclosing the Group’s transactions with related parties, the “Participants” include entities 
and individuals that own, directly or indirectly, stakes in the share capital that allow them to exercise 
significant influence over the Group’s activities. 

“Other related parties” include close relatives of individuals and key management personnel who can 
influence on or be influenced by such individuals while conducting transactions with the Group. 
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20 Related Party Transactions (continued) 

As at 31 March 2019, the outstanding balances with related parties were as follows (unaudited):  

(in RUB ‘000) Participants 

Key 
management 

personnel 

Other 
companies 

under 
common 

control 
Other related 

parties 

      
Cash and cash equivalents – – 14,346 – 
Due from credit institutions (contractual interest 

rate: 2.6%) – – 400,944 – 
ECL allowance for amounts due from credit 

institutions – – (510) – 
Loans to customers (contractual interest rate: 

9.0% - 19.0%) 230 18,448 15,149 – 
ECL allowance for loans to customers (1) (95) – – 
Investment securities at FVOCI – – 1,155,388 – 
Other financial assets – 1,322 15,318 – 
Other non-financial assets – 214 19,505 – 
Due to credit institutions (contractual interest rate: 

0.15%) – – 267,879 – 
Customer accounts (contractual interest rate: 

0.15% - 8.3%) 480,380 343,297 301,250 166,379 
Subordinated Eurobonds in issue 28,471 – – 29,450 
Other non-financial liabilities 1 10,963 130 – 
      

As at 31 March 2019, loans to key management personnel in the amount of RUB 30,388 thousand were 
collateralised by balances on customer accounts in the amount of RUB 25,715 thousand; - 

As at 31 March 2019, amounts receivable from these related parties are not past due or impaired. 

The income and expense items with related parties for the three months ended 31 March 2019 were as 
follows: 

(in RUB ‘000) Participants 

Key 
management 

personnel 

Other 
companies 

under 
common 

control 
Other related 

parties 

      
Interest income calculated using the effective 

interest rate −  483   4,537   1  
Interest expense  (6,943)  (2,945)  (2,313)  (1,925) 

Credit loss allowance for cash and cash 
equivalents, due from credit institutions and 
loans to customers and other assets −  126   7,444  − 

Gains net of losses / (losses net of gains) from 
trading in foreign currencies  49   30   (7)  21  

Foreign exchange translation gains net of losses / 
(losses net of gains)  16,136   18,977   (30,981)  4,975  

Gains net of losses from financial derivatives −  934   19,791   193  
Fee and commission income  24   137   591   45  
Fee and commission expense − −  (110) − 
Other operating income   2   10   670  − 
Administrative and other operating expenses   (23)  (82,776)  (5,681)  (108) 
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20 Related Party Transactions (continued) 

As at 31 March 2019, contingent claims and obligations with related parties were as follows:  

(in RUB ‘000) Participants 

Key 
management 

personnel 

Other 
companies 

under 
common 

control 
Other related 

parties 

      
Guarantees and sureties received by the Group − 5,431 − 1,184 
Other contingent liabilities 4,957 2,801 − 1,790 
      

Aggregate amounts lent to and repaid by related parties during the three months ended 31 March 2019 were 
as follows: 

(in RUB ‘000) Participants 

Key 
management 

personnel 

Other 
companies 

under 
common 

control 
Other related 

parties 

      

Amounts lent to related parties during  
the reporting period 626 6,605 733,974 − 

Amounts repaid by related parties during  
the reporting period 396 7,890 1,134,963 − 

      

As at 31 December 2018, the outstanding balances with related parties were as follows:  

(in RUB ‘000) Participants 

Key 
management 

personnel 

Other 
companies 

under common 
control 

Other related 
parties 

      
Cash and cash equivalents − − 533,937 − 
ECL allowance for cash and cash equivalents − − (567) − 
Due from credit institutions − − 437,033 − 
ECL allowance for amounts due from credit 

institutions − − (4,555) − 
Loans to customers (contractual interest rate: 

8.0% - 12.0%) − 19,732 2,000 − 
ECL allowance for loans to customers − (126) − − 
Investment securities at FVOCI − − 1,268,001 − 
Other financial assets − 388 − − 
Other non-financial assets − 72 46,781 − 

Other income from recovery of provision − − (2,322) − 
Due to credit institutions (contractual interest rate: 

0% - 1.81%) − − 411,282 − 
Customer accounts (contractual interest rate:  

0% - 7.7%) 585,252 381,025 354,897 173,479 
Subordinated Eurobonds in issue 30,495 − − 31,544 
Other financial liabilities − − 8,441 − 
Other non-financial liabilities 3 9,615 130 − 
     

As at 31 December 2018, loans to key management personnel in the amount of RUB 19,960 thousand were 
collateralised by balances on customer accounts in the amount of RUB 14,728 thousand. 
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20 Related Party Transactions (continued) 

The income and expense items with related parties for the three months ended 31 March 2018 were as 
follows: 

(in RUB ‘000) Participants 

Key 
management 

personnel 

Other 
companies 

under 
common 

control 
Other related 

parties 

      
Interest income 31 346 842 40 
Interest expense (13,780) (1,756) (2,073) (860) 
      
Provision for impairment of loans to customers   − 129 1,419 − 
      
Gains net of losses from trading in foreign 

currencies 17 22 123 6 
      
Foreign exchange translation gains net of losses / 

(losses net of gains) (6,164) (822) 2,837 17 
      
Fee and commission income 33 87 291 27 
Fee and commission expense − − (204) − 
      
Other operating income  − 9 309 − 
      
Administrative and other operating expenses  

(15,378) (92,287) (2,036) (1,372) 
      

As at 31 December 2018, contingent claims and obligations with related parties were as follows:  

(in RUB ‘000) Participants 

Key 
management 

personnel 

Other 
companies 

under common 
control 

Other related 
parties 

      
Guarantees received by the Group, at the year 

end − 10,431 − 1,184 
Other contingent liabilities 5,384 4,247 13,000 1,790 

      

Aggregate amounts lent to and repaid by related parties during 2018 were as follows: 

(in RUB ‘000) Participants 

Key 
management 

personnel 

Other 
companies 

under common 
control 

Other related 
parties 

      

Amounts lent to related parties during the year 1,269 63,968 10,914,202 2,697 
Amounts repaid by related parties during the year 1,269 54,788 10,283,282 2,697 
Loans to customers excluded from the related 

party list − − (109,308) − 
      

Short-term compensations to key management personnel are presented below: 

(in RUB ‘000) 

Three months 
 ended 

31 March 2019 
(unaudited) 

Three months 
 ended 

31 March 2018 
(unaudited) 

    
Short-term payments   

− Salaries 70,490 81,004 
− Short-term bonuses − 4,899 
    

    
Total 70,490 85,903 

    






