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Research Update:

Russia's Gazprombank Outlook Revised To

Positive On Improving Risk Management;
'BB/B' Ratings Affirmed

Overview

e The operating environnent for financial institutions in Russia is
gradual Iy stabilizing.

e W are revising the outlook to positive from stable on Russia-based
Gazpr onbank (GPB).

W are also affirmng our 'BB long-termand 'B short-termcounterparty
credit and 'ruAA" long-term Russia national scale ratings on GPB

* W add three notches of uplift to the stand-alone credit profile of GPB
Russia's third-1argest bank, because of its very inportant systenmic role
as a governnent-related entity (GRE)

e The positive outlook reflects our viewthat GPB's financial profile wll
continue to inprove over the next 12 nonths.

Rating Action

On July 5, 2010, Standard & Poor's Ratings Services revised the outlook to
positive fromstable on Russi a-based Gazpronbank (GPB). At the sane tine, we
affirmed the 'BB" long-termand 'B' short-termcounterparty credit and 'ruAA
| ong-term Russi a national scale ratings on GPB

Rationale

The rating action reflects our opinion of the bank's strengthening risk
management and control, reduced appetite for market risk and exposures,
i nproved--al beit still Iow-capitalization, and better asset quality
performance than the sector average.

The ratings on GPB, Russia's third-largest bank, are still constrained by what
we see as a challenging operating environment; GPB's material market risk
exposures, which have led to highly volatile financials; relatively weak,

al beit inmproving, capitalization and core profitability; and high credit risk
costs, resulting fromdeteriorated asset quality.

However, the ratings also continue to take into account GPB's status as a
government-related entity (GRE), reflecting its high systemc inmportance to

t he Russi an banki ng system W believe that there is still a high probability
that the bank woul d receive extraordi nary support fromthe Russian Federation
(foreign currency BBB/ Stabl e/ A-3; |ocal currency BBB+/ Stabl e/ A-2; Russia

nati onal scale long-term'ruAAA ) as well as fromthe bank's mai n sharehol der
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QAO Gazprom (BBB/ Negative/ A-3). The ratings al so benefit from GPB's
bel ow mar ket -average liquidity risk and noderate short-term foreign debt
repaynents.

We give the long-termratings three notches of uplift above our assessnent of
GPB's stand-al one credit profile, which mainly reflects GPB's status as a GRE,
and its parental support.

GPB is 42% owned by Gazprom the world's |argest gas producer, which is

maj ority-controlled by the Russian Federation. GPB is the main financial
services provider for Gazpromand its related entities. Standard & Poor's
classifies GPB as a "strategically inmportant” but not "core" subsidiary of its
control ling conpany, Gazprom W therefore do not equalize the ratings on GPB
with those on Gazprom

In accordance with our criteria for GREs, our view of a "high" |ikelihood of
timely and sufficient extraordi nary governnent support is based on our
assessnent of GPB's:

e "Very inportant” role as a bank of high systemc inportance, its
significant role in the governnent's support initiatives for the domestic
banki ng sector and econony, as well as its ongoing role in servicing
Gazprom s operations; and

« "Strong" link with the Russian Federation through Gazprom s ownership, as
denonstrated by a consistent track record of governnent support.

In our view, Russia's gradually stabilizing operating environnent, coupled
with the bank's nore cautious risk managenment and controls, and greatly
downsi zed market risk exposures should help it inprove its risk profile and
financial perfornmance.

GPB estimates that the proportion of |oans overdue for nore than 90 days was
3.7% on March 31, 2010, and that the restructured |oan portfolio was 6% of
total |oans. W calculated that GPB's ratio of adjusted total equity to assets
increased to nore than 8% on Dec. 31, 2009, from4.7%a year earlier

Outlook

The positive outlook reflects our viewthat GPB's financial profile wll
continue to inprove over the next 12 nonths, because of its risk managenent
and control enhancenments. W believe that the bank's asset quality problens
are stabilizing at the current fairly nanageable | evels and driving down
credit costs. W believe that GPB will al so manage to keep its | oss-absorption
capacity and liquidity at |evels appropriate for the current ratings, despite
the still-difficult operating environnent.

W& woul d consider an upgrade if we see continued i nprovenment in asset quality

t hat approaches pre-2008 levels. This is particularly with respect to the
overall portfolio, including restructured |oans, which we believe will lead to
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nore robust profitability and capitalization. A reduction or loss of this
positive nmonmentum and of GPB' s risk nanagenment focus would result in a
revi sion of the outl ook back to stable.

Al though this is not our base case expectation, we would consider |owering the
ratings if we were to see a substantial deterioration of the bank's asset

qual ity or nore aggressive nmarket risk policy, which in turn woul d agai n erode
capitalization. A lower probability of extraordinary state or parent support
could also lead to a negative rating action
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Ratings List
Ratings Affirned; CreditWtch/Qutlook Action

To From

Gazpr ombank

Counterparty Credit Rating BB/ Positive/ B BB/ St abl e/ B
Russi a National Scale Rating r uAA

Certificate OF Deposit BB/ B

Seni or Unsecur ed BB

Seni or Unsecured r uAA

Subor di nat ed B+
GPB Eur obond Fi nance PLC

Seni or Unsecur ed* BB
GPB Fi nance PLC
Gazpr ombank

Conmrer ci al Paper | B

*Borrower Gazprombank
fGuar ant eed by Gazpronmbank and borrower Gazpronbank
N.B. This |ist does not include all ratings affected.
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Additional Contact:
Financial Institutions Ratings Europe;FIG_Europe@standardandpoors.com

Conpl ete ratings information is available to RatingsDirect on the d obal
Credit Portal subscribers at ww. gl obal creditportal.comand RatingsDirect
subscribers at www. ratingsdirect.com All ratings affected by this rating
action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press Ofice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow (7) 495-783-4011.
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