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FINANCIAL 

ANALYSIS  

AND CAPITAL 

ADEQUACY 

OBS shows positive profitability and sustainability results over all periods under analysis, with a 
slightly improving trend in 2018. Given the low disbursed loan size and the rural operations, the 
operational efficiency and staff productivity indicators stand at good levels. Capital adequacy ratio 
is strong and trend is markedly positive in the last two years. Limited exposure to liquidity and 
market risks.  

GOVERNANCE, 
RISK 

MANAGEMENT 

AND MARKET 

POSITIONING 

The shareholder structure is stable, and the shareholder committed. The latter considers opening 
the ownership to potential strategic partners. The Board of Directors of OBS displays relevant and 
diversified technical skills and expertise, provides effective strategic orientation and sets the risk 
appetite of the bank. The Board effectively supervise and controls the management and 
operations, also thanks to comprehensive reporting and dedicated Committees. The Executive 
Management team is sufficiently skilled, experienced and committed to the bank. It leads the 
decision-making in which the Board has considerable trust. The decision-making is supported by 
comprehensive and regular reporting. The risk management framework is good allowing for 
effective monitoring and management of risks. OBS is the only licensed financial provider targeting 
low-income individuals and financially excluded in Serbia, being recognized as key player in 
providing credit services to small farmers, and one of the leaders in entrepreneurs segment. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

Field visit: May 2019 
Rating Committee date: June 2019 
Validity:  1 year if no relevant changes in operations 

or in external context occur 
Previous MFR Rating: na 

 
 

 
 

 
 

 
 
 

Institution details Indicators Dec16 Dec17 Dec18

Legal form Bank ROE 15.0% 13.7% 14.4%

Ownership ROA 2.7% 2.6% 2.8%

Year of inception Oper. Self-sufficiency (OSS) 119.4% 118.2% 121.5%

Financial Services Portfolio yield 21.5% 21.1% 21.2%

Main credit methodology Other financ. income (on assets) 2.3% 3.2% 1.3%

Regulator/Supervisory Authority Other products yield (on assets) 0.3% 0.2% 0.2%
Operating expense ratio 11.8% 12.1% 12.0%

Institutional data Dec16 Dec17 Dec18 Financial expense ratio 5.2% 4.7% 4.6%

Clients (#) 54,083 63,000 60,157 Provisioning expense ratio 1.3% 1.2% 1.3%

Members (#) n/a n/a n/a Capital Adequacy Ratio (MFR) 12.9% 16.9% 19.3%

Active borrowers (#) 37,428 43,070 49,210 Equity to assets ratio 18.3% 19.4% 19.4%

Female borrowers na 41.7% 41.3% Cash Ratio 61.0% 50.9% 69.5%

Active loans (#) 39,834 45,807 52,872 Liquidity over total assets 18.6% 16.8% 17.6%

Active savers (#) 23,260 24,695 17,330 PAR 30 2.1% 2.4% 1.9%

Branches (#) 26 28 29 PAR 90 1.3% 1.5% 1.2%

Total staff (#) 312 338 367 Restructured portfolio 3.2% 1.8% 1.4%

Loan officers (#) 155 160 172 Write-off ratio 1.3% 1.1% 1.1%

Total assets (Euro)* 105,645 119,570 137,022 Average credit risk ratio 7.4% 5.8% 4.7%

Gross outstanding portfolio (Euro)* 82,994 96,189 109,724 Risk coverage ratio 54.5% 55.1% 76.0%

Total savings (Euro)* 59,177         59,711         72,735         Avg. disbursed loan size, Euro 2,588 2,708 2,644

Equity (Euro)* 19,356 23,140 26,542 Average loan balance / p.c. GNI 44% 51% 49%

na: not available     n/a: not applicable * thousands As of December 18 ratios on last 12-months figures

2002
Credit, savings , payments

Opportunity Transformation Invest.

Individual
National  Bank of Serbia  (NBS)

Market and Regulation 0,74          0,26          

Governance and Strategy 0,74          0,26          

Profitability and Efficiency 0,82          0,18          

Solvency and ALM 0,78          0,22          

Loan Portfolio Quality 0,66          0,34          

Systems and Controls 0,70          0,30          
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AREA Rating Factors Judgment* Description

+ Growing GDP (1.9% in 2017, expected at 4.2% in 2018).

+
Political and macroeconomic stability (inflation steadily above 2% and limited

exchange rate volatility).

- Sovereign rating below investment grade (BB category).

+
Consolidated and mature banking sector and market potential in the segment

targeted by OBS.

+
OBS is a full-fledged commercial bank, operating under an effective regulatory and

supervisory framework. Good lobbying capacity, thanks to recognition as key player in 

agro segment.

+
Stable shareholding structure; plans to open the ownership to new minority owners,

but strategic partners yet to be identified. 

-
OTI displays limited capacity to support OBS in case of contingency. Although, plans

for short term support are formalized and adequate.

+
BoD provides good strategic guidance and its Committees allow for effective

supervision of operations. 

+
Governance policies defined in the Articles of Association and compliant with the

regulation.

+ The Executive Board is skilled, experienced and committed to the institutional goals. 

+
Some key person risk at management level, but adequate mitigation strategies in

place. Turnover is null.

+
Adequate risk management framework allowing for monitoring and mitigation; Risk

Committees in place at management and BoD level.

+ Adequate business planning and capacity to prepare complete financial projections.

+
Market leader in the farmer segment and considerable market share among micro-

entrepreneurs.

+
Good brand recognition in the areas of operations and among targeted population.

Since 2018, member of GABV.

+
Positive profitability and sustainability results in 2018, with ROE, ROA and OSS

standing at 14.4%, 2.8% and 121.5%, respectively. Adjusted indicators show lower

results, due to inflation and loan loss provisioning adjustments.

+ Stable trends over the years. Consolidated capacity to generate yearly profits.

+
Good efficiency results (operating expenses standing at 12.0% of average GLP in

2018), mainly thanks to growing loan portfolio and economies of scale offsetting the

increasing personnel expenses and the branch network.

+
Good and increasing staff productivity levels, given the low disbursed loan size 

(EUR 2,644 as of Dec-18) and rural operations.

+
Given the low risk profile of OBS as of Dec-18, the Bank shows high capital adequacy

levels (19.2%), mainly thanks to capitalized profits and subordinated debt. Positive

CAR trend over the period of analysis. 

+ All retained earnings are capitalized.

+
Diversified funding sources (deposits, institutional borrowings, subordinated debt);

deposits expected to become the primary source of future financing, fully replacing

borrowings in local currency by 2023. 

-
Savings collection through 4 branches; concentration of savings (72.5% as of Dec-18)

in Belgrade and Novi Sad.

+ Future funding needs well identified; good negotiation capacity with lenders.

+
Very strong liquidity position as of Dec-18: 17.6% of liquid assets (<90 days), cash

ratio on short term liabilities at 69.5%.

+
Sound liquidity risk management thanks to formalized policies (including liquidity

thresholds), effective monitoring tools and reporting, skilled staff and regulated

market.

+
Limited exposure to market risks (FX and interest rate risk), thanks to adequate

management and monitoring tools, stable context.

External 

Context

Governance 

and Strategy

Political and 

Macroeconomic Context

Market and Regulation

Strategy and market 

positioning 

Financial 

Profile

Efficiency and productivity

Good

Ownership and 

Governance

Liquidity and market risks

Risk Management and 

decision making

Good

Good

*Ranking: Excellent, Good, Adequate, Moderate, Weak, Very Weak. The judgment and description contribute to determine the rating of the institution.

Excellent

Adequate

Good

Good

Funding 

Solvency

Profitability 

Adequate

Good

Good
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AREA Rating Factors Judgment* Description

+ Good geographical diversification of the gross loan portfolio.

+ GLP adequately diversified across the network of branches.

-
As of Dec-18, 43% of GLP is concentrated in agriculture; although the portfolio is

diversified among different productions and related risks are mitigated through

strong expertise and adapted credit methodology.

-
Concentration risk in one single institutional borrower (7.6% on equity as of Dec-18).

On the other hand, concentration in the biggest 10 borrowers is adequate (9.3% on

GLP as of Dec-18).

+
Overall good portfolio quality (PAR30 at 1.9% and restructured portfolio at 1.4% as of

Dec-18), steadily improving over the last three years. 

+ Average credit risk steadily decreasing and standing at 4.7% in the last period.

+
Comprehensive credit policies in place, but dissemination to field staff could better

follow the fast-paced changes currently occurring in the credit process.

+ Effective debt collection process (e.g. segregated duties, precise timeline).

-
Loan loss reserve (MFR calculations) not entirely sufficient to cover PAR30 and

restructured loans with 0-30 days of arrears (risk coverage ratio of 76% as of Dec-18).

+
Overall good HR policies and practices. Staff appraisal performed annually for all staff 

and remuneration (fixed and variable) aligned with peers in the banking sector.

+
Good training system in place, particularly for sales staff (multi-level training). 

Internal promotions strongly preferred to external recruitment.

-
Decreasing staff turnover rate (23.3% as of Dec-18), mainly in the last analysed

period. Some staff shortages observed at field level.

+
Core banking system adequate to the needs, with good level of integration between

different modules (except Basel III and IFRS modules). Limited technology risk.

+
Comprehensive, complete and mainly automatized reporting, thanks to strict

regulatory requirements and internal capacities.

+
Organizational structure fits the needs of the Bank, thanks to segregation of duties,

clear reporting lines and good communication flows. Most processes centralized at

the HO.

+ Independent internal audit and adequate capacities within the audit team.

-
Staff shortages in the IA Department slightly undermine in-depth ex-post controls of

the credit process.

Credit risk management 

and coverage

Adequate

Good

*Ranking: Excellent, Good, Adequate, Moderate, Weak, Very Weak. The judgment and description contribute to determine the rating of the institution.

Management Information 

System

Human Resources

Loan Portfolio 

Quality

Loan portfolio quality

Loan portfolio 

concentration

Systems and 

Controls

Good
Internal Control and 

Internal Audit

Adequate

Good

Adequate
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Benchmark1
 

 

 
 

1 Source: MicroFinanza Rating database. ECA: Europe and Central Asia.  High financial intermediation (FI): deposits >20% tot assets. Large Scale: > 30,000 
clients. Regulated. 



Opportunity Bank Serbia –  Financial Rating 

  

                    MFR                                                                                                                                                                                          5 

Macroeconomic Context2- Serbia 
 

 
2** Assessing the regulatory environment for financial inclusion and the implementation of relevant public policies. 
*** For more information on the Microfinance Index of Market Outreach and Saturation (MIMOSA), go to http://mimosaindex.org/. 

Sovereign Risk*

Dec-16 Dec-17 Dec-18 May-19

Fitch Ratings BB- (Stable) BB (Stable) BB (Stable) BB (Stable)

Moody's B1 (Positive) Ba3 (Stable) Ba3 (Stable) Ba3 (Stable)

Standard & Poor's BB- (Positive) BB (Stable) BB (Positive) BB (Positive)

Source: Trading Economics *Long-term, foreign currency

Macroeconomic Indicators

Dec-16 Dec-17 Dec-18

GDP per capita (current LCU) 603,816 635,782 635,782

Exchange rate to EUR 123.10 118.12 117.84

GNI per capita Atlas method (current US$) 5,300 5,180 5,180

GDP growth (annual %) 2.80% 1.87% 1.87%

Current account balance (% of GDP) -3.11% -5.68% -5.68%

Source: World Bank *Some dates of the last period are estimated na = not available

Figure 1: Inflation and interest rates Figure 2: Exchange rate to EUR

Source: IMF Source: IMF

Social Indicators

Data Source Year

Population, total 7,022,268             World Bank 2017

Human development index (HDI) 0.79 UNDP 2017

- Level high UNDP 2017

Poverty headcount ratio at national poverty lines 8.9% World Bank 2014

Poverty headcount ratio at $3.20 a day 1.1% World Bank 2015

Poverty headcount ratio at $1.90 a day 0.1% World Bank 2015

Population without completing primary school 1.2% World Bank 2016

Enabling environment for financial inclusion** na Economic Intelligence Unit 2015

- Country ranking na Economic Intelligence Unit 2015

Population without bank account 28.6% Global Findex 2017

Population without an active loan in the past 12 months 87.9% Global Findex 2017

MIMOSA Score*** 1.0 MIMOSA 2014

na = not available
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1. Governance & Strategy 
 
Opportunity Bank has achieved a good performance in 
the Governance and Strategy area.  
 
Opportunity Bank (hereafter OBS) is active in Serbia since 
2002, when it was first established as Savings Bank by 
Opportunity International (OI) with support from USAID; 
in 2007 it obtained the license by the National Bank of 
Serbia (NBS) and transformed into a full-fledged bank, 
operating under the national Law on Banks.3  

OBS operates through a network of 29 branches spread 
throughout all five regions of Serbia; the headquarter is 
located in Novi Sad. Branches are divided in four full-
services branches (offering both lending and savings) and 
25 credit offices (only lending services).  

OBS offers savings and credit services to Serbians 
excluded from traditional banks. As aforementioned, 
lending services are offered across the entire branch 
network, while savings are only offered in urban branches. 
Such classification can be explained by the different 
clients targeted for the two services: rural clients for 
credit services, while savings are directed to urban clients 
with relatively small amounts to save. 

 
Ownership structure and support 
Opportunity Transformation Investment Inc. (OTI), 
holding company and investment arm of OI, is the sole 
owner of OBS. 
 

 
 

OTI has been OBS’ majority shareholder since inception in 
2002. In the last years, the ownership structure has 
remained stable. As of Dec-18, the paid-in capital from OTI 
amounts to RSD 1.9B (EUR 15.8M) and no capital changes 
have occurred over the period of analysis. As per business 
plan, the shareholder considers diversifying OBS’ 
ownership to likely-minded partner, although eventual 
strategic partners are yet to be identified. 
 
OTI’s financial capacity to support OBS in case of 
contingency is moderate given the size of the bank.  

Adequate technical assistance is provided by OI in areas 
such as risk management and internal audit. Nonetheless, 
OBS is self-supporting and have capacity to develop 
internally relevant technical expertise. Additionally, OBS 

 
3 Official Gazette of the Republic of Serbia No. 107/2005, 91/2010 and 
14/2015, according to which banks are the only financial institutions 
allowed to accept deposits and grant loans. 

can benefit from OI’s brand recognition, which can play a 
role as contract enabler with the international 
microfinance lenders. 

 
Corporate governance 
The Board of Directors (BoD) is composed of seven 
members, including two Serbian nationals and three 
representatives of OI, in accordance with the Statute. The 
Chairman, Mr. Richard John, is in his second mandate and 
has been OI’s CFO for over twenty years (now retired).  

The Board displays relevant and diversified technical skills 
and expertise, including finance, corporate, microfinance, 
risk, legal, and SPM. The BoD capacity to provide effective 
strategic orientation and to determine the risk appetite of 
the institution is adequate. Overall, the BoD displays 
considerable trust in the executive management, allowing 
the latter to lead the decision-making process. 

The BoD provides effective supervision and control on 
management and operations, also thanks to 
comprehensive reporting and the existence of dedicated 
Committees.4 The BoD meets at least quarterly and 
minutes are regularly taken. Members of the Executive 
Board (EB), including the CEO, are evaluated annually by 
the Board based on personal KPIs. 

The communication flow between the BoD and the 
management team is good and supported by a 
comprehensive set of reports5 regularly shared with the 
Board through dedicated Committees. 

The functioning of the BoD is formalized in OBS’ Articles 
of Association. Additionally, the BoD is fully compliant 
with banking regulations of the NBS. Conflicts of interests 
at governance level are regulated by the Code of Conduct. 
There is no evidence of relevant risks of conflict of interest 
at the Board or management level, and BoD members 
annually sign a declaration of absence of any conflict of 
interest. 

 
Management team and decision-making 
OBS is managed by an Executive Board (EB) composed of 
five members: CEO, COO, Finance and Legal, Banking 
Operations and Risk. The CEO, Mr. Vladimir Vukotić, is in 
charge since 2013 and previously covered the role of the 
COO. The management team is overall skilled, 
experienced and committed to the institutional goals of 
the Bank.  

The effectiveness of the EB’s decision-making is good. The 
EB meets weekly, often by also involving the middle 
management (extended EB); decisions are supported by 
comprehensive and regular reporting, while duties are 

4 ALM, HR and SPM Commission; Audit, Credit and Risk Committees. 
5 E.g. loan and deposit portfolio, profitability, liquidity and balance sheet 
management, budget control, internal audit observations, SPM, etc. 

December 18

Ownership Amount* % shares
0 0 0

Opportunity Transformation Investment 1,857,798,000 100%0 0% 0%

Total 1,857,798,000 100%

* RSD
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adequately segregated. Management Committees6 are in 
place and functioning. 

In the last three years, turnover at EB level has been null. 
When considering also Head of Departments, the 
turnover remains low. 

Key person risk OBS is confronted to, especially at top 
management positions, is adequately mitigated.  
Short/medium-term succession plans are formalized, 
decision-making is shared among EB members and OBS 
has recently launched a talent management program to 
identify and train future leaders. 

 
Risk Management  
The BoD and management team demonstrate good 
capacities to identify and manage risks. Effective risk 
management/ALCO committees are regularly held7 and 
supported with complete reporting.  

The risk management area is in place and adequately 
staffed; it is further divided into three departments: 
i) operational risk and quality control; ii) portfolio, market 
risks and ICCAP; and iii) credit risk. 

The risk management policy is complete and identifies all 
quantitative and qualitative risks. Risks are defined and 
classified according to their likelihood; responsibilities for 
identification and monitoring are clearly assigned.  

Risk monitoring tools adequately suit the institutional 
needs. The risk matrix is complete, including thresholds 
for early warning, while clear limits are imposed 
internally, by the regulator and by investors’ covenants. 
Reporting to management, BoD and regulator is 
comprehensive. 

 
Strategy and financial projections 
The Business Plan (BP) covers the period 2019 – 2023, is 
approved by the BoD and reviewed annually. The BP is 
comprehensive;8 realistic and takes into consideration the 
main risks and challenges faced by the bank.  

The Annual Operational Plan is included in the BP, but a 
precise list of activities planned per area/department, 
responsibilities and timeframe have not been included. 

 
6 ALCO, IT, risk management, New Products and Non-performing Assets. 
7 Quarterly at BoD level and monthly at management level. 
8 The BP includes a market/context analysis, SWOT analysis, strategic 
objectives in key areas (e.g. savings and credit portfolio, HR, 
IT/Digitalization, SPM, branch development, etc.) and financial 
projections. 
9 Mainly thanks to larger loan recoveries (262% achieved), income from 
penalty fees (181%) and FX gains (1024%), compared to the budget. 
10 Financial statements, cash flow, regulatory capital, financing needs 
(deposits, borrowings and share capital), capital spending, KPIs (e.g. 
ROA, ROE, GLP growth, deposits/total liabilities, etc.). 
11 Out of which 49,210 are active borrowers. 

Achievement of the operational plan is not formally 
monitored. 

The annual budget is regularly produced and formally 
approved. The annual budget for 2018 was over-achieved 
in terms of net profit (158%9) and despite slightly higher 
operating expenses compared to the budget (110%). 
Similar results can be observed in Q1-19 (162% 
achievement in net profits compared to Q1-19 budget). 

Financial projections10 covering the period 2019 – 2023 
are included in the BP and are overall complete. They are 
based on clear and realistic assumptions, aligned with past 
growth.  

 
 
Financial projections are reviewed and updated yearly, 
based on achieved results and changes in the underlying 
assumptions.  

 
Market positioning 
OBS’ breadth of outreach is overall good: as of Dec-18 the 
bank accounts 60,157 active clients,11 served through a 
network of 29 branches and in continuous territorial 
expansion.12 Following its social mission, OBS offers credit 
services to clients excluded from traditional banking, e.g. 
small entrepreneurs, entrepreneurs and pensioners, and 
is the market leader in the farmers segment  and one of 
the leaders in the segment of entrepreneurs.13 

The brand recognition is good, considering OBS operates 
as bank since 2007 and is the only licensed financial 
provider targeting low-income individuals and financially 
excluded. Since 2017, OBS is member of the Global 
Alliance for Banking on Values (GABV),14 being recognized 
among global banking leaders committed to advancing 
positive change in the banking sector. 

OBS currently offers credit, saving and other financial 
services (payments, currency exchange, insurance15) 
adapted to meet the needs of target clients.  Alternative 

12 OBS plans to open two new branches per year over the period 2019 – 
2023. 
13 In 2018, OBS’s market share (number of clients) in agro and 
entrepreneurs segments was 40% and 19% respectively. 
14 GABV was founded in 2009 as a global network of banks, banking 
cooperatives, credit unions, MFIs and community development banks 
committed to change the banking system so that it is more transparent, 
supports economic, social and environmental sustainability and is 
composed of a diverse range of banking institutions serving the real 
economy. As of Dec-18, GABV is composed of 54 financial service 
providers and seven strategic partners. 
15 Third party provided, mandatory credit life insurance for retail clients 
(pensioners).  

Actual Year 1 Year 2

Projected Financial Indicators Dec18 Dec19 Dec20

Return on Equity (ROE) 14.4% 13.8% 13.5%

Return on Assets (ROA) 2.8% 2.7% 2.7%

Gross Loan Portfolio growth-YoY 13.8% 11.4% 14.8%

Operational Self-Suffic. (OSS) 121.5% 128.3% 128.8%

Operating expense ratio (on GLP) 12.0% 11.5% 11.2%

Source: OBS, adapted by MFR na: not available
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of innovative alternative channels (e.g. fintech 
innovations, mobile payment or application) are not used 
since OBS estimates them to be of a limited added value 
for its target clients. On the other hand, OBS is considering 
the possibility to launch an online M-Banking platform 
enabling low income farmers and entrepreneurs living in 
rural areas to deposit funds. 

The provider delivers its products and services through a 
wide branch network, but currently does not offer 
“doorstep service”16 or other innovative channels (e.g. 
mobile banking and other fintech innovations). Deposits 
are collected only through four branches located in main 
cities.  

A market analysis is included in the business plan and 
updated yearly, including an overview of the political, 
economic, social, technological, legal and environmental 
situation in the country (PESTLE analysis). Analysis of the 
competition is basic, although motivated by the limited 
competition on OBS’ target clients. 

 

2. Financial Profile 
 
Opportunity Bank has achieved a good performance in 
profitability and sustainability and a good performance 
in Solvency and ALM. 
 

Profitability and sustainability 
OBS shows positive profitability and sustainability results 
over the period of analysis. ROE, ROA and OSS stand at 
high levels in 2018 (14.4%, 2.8% and 121.5%, respectively) 
and have been slightly increasing in the last period. The 
slightly worsening levels observed in 2017 are mainly the 
result of difficult economic conditions due to natural 
calamities striking the country (i.e. draughts, floods). 

 

 
 

Adjusted profitability and sustainability indicators follow 
similar trends. According to MFR adjustments, adjusted 
ROE and ROA are slightly lower (11.6% and 2.3% 
respectively in 2018), mainly due to adjustments for 
inflation and loan loss provisions.17 

The concentration of assets in the net loan portfolio is 
adequate and stands at 78.3% as of Dec-18. On the other 
hand, the level of liquid assets is high (17.2% as of Dec18), 
but in line with OBS internal rules. 18 

 
16 Field staff travelling to client locations to collect repayments. Doorstep 
service is not offered also to mitigate the risk of cash handling in the field. 
17 See Annex 1 for further details on adjustments and annex 2 for AROE, 
AROA and FSS. 

 
 
Revenues and Expenses structure 
The portfolio yield, standing at 21.2% as of Dec-18 and 
displaying a stable trend over the period of analysis, is 
sufficient to cover all costs. Other sources of operational 
and financial revenue, representing respectively 1.3% and 
0.2% of total assets, stem from foreign exchange gains, 
other product yields (e.g. payment transactions and lease 
of immovable property) and financial revenues from bank 
deposits and other financial assets. 

The interest rate margin (14.4% as of Dec-18) follows a 
positive trend over the period of analysis thanks to 
increasing revenues from the loan portfolio. 

The financial expense ratio stands at 4.6% in 2018. It is 
improving over the period of analysis, due to decreasing 
cost of borrowings, growing loan portfolio and in spite of 
increasing costs of savings.   

The loan loss provision expense stands at 1.3% in 2018 
and is stable over the last three periods. 

 

 
 

In 2018, the operational expense ratio stands at 12.0% 
and remains relatively stable over the period of analysis. 
The increasing personnel expenses and large branch 
network are mitigated by a growing GLP, as well as by 
some economies of scale. 

OBS displays good and increasing productivity levels, with 
286 borrowers per CA and 134 per staff member, partially 
explained by digitalization and segregation of duties of the 

18 As per internal rule, OBS keeps at least 30% of deposits in liquid 
assets. 

Profitability and Sustainability Jan16-Dec16 Jan17-Dec17 Jan18-Dec18

Return on Equity (ROE) 15.0% 13.7% 14.4%

Return on Assets (ROA) 2.7% 2.6% 2.8%

Operational Self-Suffic. (OSS) 119.4% 118.2% 121.5%

na: not available     n/a: not applicable

Revenues and Expenses Structure Jan16-Dec16 Jan17-Dec17 Jan18-Dec18

Portfolio yield 21.5% 21.1% 21.2%

Other financ. income (on assets) 2.3% 3.2% 1.3%

Other products yield (on assets) 0.3% 0.2% 0.2%

Operating expense ratio (on GLP) 11.8% 12.1% 12.0%

Financial expense ratio* 5.2% 4.7% 4.6%

Provision expense ratio 1.3% 1.2% 1.3%

* exchange rate variations not included.
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loan process. Nonetheless, caseload levels for sales staff 
in the retail segment seem high.19 

OBS’ profitability and sustainability are expected to 
remain positive in the coming years, despite a slight 
slowdown in the short-term. Indeed, investments towards 
digitalization might lead to higher costs and inefficiencies 
in the short-term, while the positive impact will be visible 
only in the medium/long-term.  

 
Capital adequacy 
OBS shows high levels of capital adequacy (19.2% as of 
Dec-18), with a positive trend over the period of analysis. 
Total equity stands at RSD 3.1B (EUR 26.5M) and Tier 1 
capital represents 83.6% of total capital, given that OBS 
has subordinated debt of RSD 614.6M (EUR 5.2M) as of 
Dec-1820). 

OBS complies with regulatory and investors limits on 
capital adequacy. The NBS imposes a total CAR ratio of at 
least 8%, with a Tier 1 adequacy ratio of at least 6%; as of 
Dec-18 OBS’ regulatory capital adequacy ratios stand at 
21.4% and 16.3% respectively. 

The capitalization strategy is solely based on accumulating 
the retained earnings. OBS does not pay out dividends and 
there has been no paid-in capital over the last 5 years. OI 
is considering opening the ownership structure to 
potential strategic partners. 

 
 

Structure of liabilities and equity 
As of Dec-18, OBS’ liabilities are concentrated in deposits 
(65.8%), followed by long-term loans (24.3%) and 
subordinated debt (5.4%). Deposits are collected both 
from clients and other financial institutions, while 
borrowings are only from institutional lenders.21 

 
19 On average, CAs in the retail segment manage approximately 800 
clients. 
20 In 2018, subordinated loans were given by CoopEst Netherlands, GLS 
Alternative Investments, Triodos Custody and Triodos SICAV. 
21 Including, IFC, EFSE, ResponsAbility and Symbiothics. 

As of Dec-18, the cost of funds ratio stands at 4.8% and 
follows a slightly decreasing trend over the period of 
analysis. 

Concentration risk in top depositors is limited, with the 
top 20 depositors detaining 20.3% of OBS’ total savings. 
On the other hand, geographical concentration is relevant 
(72.5% of deposits in Belgrade and Novi Sad), given that 
savings are currently accepted only in four branches. 

 
 

Funding liabilities have been steadily increasing over the 
period of analysis, in line with the growing size of the 
bank. Deposits mobilization is the primary strategy of OBS 
to finance its future growth, coupled with plans to 
progressively reduce institutional borrowings in local 
currency. 

As of May -19, identified short term funding needs from 
borrowings have been secured.  

 
Asset liability management 
Operational liquidity is adequately managed by the 
Treasury and ALM Department, reporting directly to the 
CFO and displaying limited turnover over the period of 
analysis. Policies are complete and up-to-date, while the 
existing tools22 allow for a good monitoring of liquidity 
levels and needs.   

The monitoring of the liquidity risk by the risk department 
is good, also thanks to the definition of minimum liquidity 
thresholds, tolerance limits, maturity mismatch 
monitoring, deposit volatility analysis and stress-testing.23 
Management and Board Committees are in place over-
sighting the liquidity risk. 

As of Dec-18, the liquidity position is strong. Indeed: 
i) liquid assets represent 17.6% of total assets (averaging 
17.1% over the last 12 months) and 32.4% of total 
deposits ii) the cash ratio stands at 69.5% (on short-term 
liabilities); and iii) the liquid coverage of top 20 biggest 
depositors stands at high 159.5%. 

OBS has set internal liquidity thresholds, both in terms of 
risk appetite and risk tolerance.24 Additional limits are 
imposed by the regulator and by investors’ covenants. In 

22 Including, among others, cash-flow projections, maturity gap analysis, 
minimum liquidity thresholds, tolerance limits. 
23 Part of the ICAAP process/methodology. 
24 Tolerance limits include liquidity ratio above 1.6%, narrow liquidity 
ratio above 1.1% and liquidity coverage ratio above 125%, 30% of 
deposits in liquid assets. 

Savings Features Jan16-Dec16 Jan17-Dec17 Jan18-Dec18

Total deposits Euro 59,361,789 59,803,610 72,737,059

Compulsory savings 0% 0% 0%
Demand deposits 31% 36% 26%
S.T. deposits (<12 months) 14% 12% 15%

L.T. deposits (>12 months) 55% 53% 58%

Number of savers 21,904 23,438 16,196

Number of savings accounts 24,822 26,271 18,766

Avg. savings account balance, Euro 2,711 2,552 4,491
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2018, OBS complied with all internal and external liquidity 
requirements. Reporting25 is regular and comprehensive. 

The analysis of maturity gaps based on the contractual 
scenario shows positive position in all time brackets. 

The liquidity contingency plan formalizes early warning 
signals of liquidity crises and assigns clear responsibilities 
and timelines for their management. In the event of a 
liquidity shortfall, OBS mainly relies on financing in the 
interbank market (short-term). 

 
 

Market risk management 
Market risk management (FX risk and interest rate risk) is 
formalized in complete policies and clear responsibilities 
are assigned, while monitoring is done regularly through 
adequate tools.  

OBS is minimally exposed to FX risk, mainly thanks to the 
continuous efforts to maintain the aggregate net open 
position (NOP) at zero (0.4% as of Dec-18) and the stable 
context of operations. Minimum exposure limits are 
defined internally, by the regulator26 and by investors 
covenants. OBS has not put in place a coverage strategy 
(e.g. hedging) and mitigation strategies are limited to 
market currency exchanges.27 

OBS’ exposure to interest rate risk is limited, in 
compliance with regulatory requirements. According to a 
repricing analysis, the sensitivity to +/- 200bp change on 
net financial income and on equity is medium-low. OBS is 
asset sensitive and the sensitivity is 3% on net financial 
income and 2% on equity. 

 

 

 

 

 

 
25 Internal and external (i.e. regulator and investors). 
26 Internal risk tolerance limit imposes an FX risk ratio below 5%, despite 
regulatory requirements are more loose (FX risk ratio below 20%). 
27 Adopted solely with the purpose of closing the foreign exchange 
position and not for trading purposes. 

3. Loan Portfolio Quality  
 
Opportunity Bank has achieved an adequate 
performance in Loan Portfolio Quality Area. 
 

 
 
Risk of loan portfolio concentration 
In OBS, the risk of geographical concentration of the Gross 
Loan Portfolio (GLP) is limited. As of Dec-18, the two 
biggest branches account for 13.3% of total GLP, while 
55.0% of the GLP is concentrated in the two biggest 
regions. 

Some GLP concentration can be observed in riskier 
sectors, with agriculture accounting for 43.2% of total 
GLP, respectively, as of Dec-18. Nonetheless, this is line 
with OBS’ social mission, the portfolio is regularly 
monitored through comprehensive reporting allowing on-
time identification of risks and changes in portfolio 
quality. Furthermore, the agriculture portfolio is 
diversified among several types of production and income 
sources. 

GLP is almost equally distributed between local and 
foreign currency (EUR 53.8% of total GLP). 

Concentration risk in one single borrower is significant, 
since 7.5% of equity (1.8% of GLP) is concentrated in an 
institutional loan.28 Such risk is partly mitigated by the 
financial soundness of the borrower, as well as by the 
close monitoring by OBS’ management. Also, further 
increase in exposure in one single borrower is nor 
expected. 

 

28 EUR 2M loan to SEAF (8-year maturity), an equity investment fund 
providing growth capital and business assistance to small and medium 
enterprises (SMEs) in emerging and transition markets underserved by 
traditional sources of capital. 

Portfolio Features Jan16-Dec16 Jan17-Dec17 Jan18-Dec18

Gross outstanding portfolio (Euro) 83,580,067 96,449,343 109,723,854

Micro Business Loans RSD 0.3% 0.5% 0.6%

Micro Business Loans   EUR 14.9% 12.3% 10.1%

Small Business Loans  RSD 0.0% 0.0% 0.0%

Small Business Loans EUR 7.5% 10.1% 12.5%

Business Development Loans EUR 3.5% 2.1% 3.3%

Overdraft 0.3% 0.2% 0.2%

Micro Agro Loans RSD 15.3% 17.0% 15.4%

Micro Agro Loans  EUR 11.8% 11.1% 12.4%

Agro Development Loans EUR 17.0% 17.5% 15.5%

Agro Development Loans RSD 0.2% 0.0% 0.0%

Micro Personal RSD 4.9% 3.5% 3.0%

Micro Personal EUR 0.1% 0.1% 0.0%

Micro personal pensioners 23.3% 25.2% 27.1%

HIL  EUR 0.1% 0.0% 0.0%

VIP EUR/RSD 0.0% 0.0% 0.0%0 0 0 0

Gross outstanding portfolio (RSD)* 10,288,865 11,392,336 12,929,859

Growth of gross outst. portf. (RSD) 13.7% 10.7% 13.5%

Number of active borrowers 37,428 43,070 49,210

Number of active loans 39,834 45,807 52,872

Avg. disbursed loan size, Euro 2,588 2,708 2,644
Avg. disb. loan / p.c. GNI 51% 62% 58%0 0 0 0

na: not available     n/a: not applicable     * Thousands
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Loan portfolio quality 
The loan portfolio quality is good, with PAR30 standing at 
1.9% as of Dec-18. Despite PAR indicators remain at low 
levels over the periods of the analysis, they increased in 
2017, mainly due to natural calamities that affected the 
repayment capacity in the agricultural sector. 
Restructured loans (1.4% as of Dec-18) follow a decreasing 
trend in the last three years. Nonetheless, it is worth 
noting that 20.4% of the restructured portfolio has over 
30 days of arrears. Write-offs are overall at constant level 
over the periods of the analysis standing at 1.1% as of 
Dec18. 

The average credit risk ratio29 has been steadily 
decreasing over the period of analysis and stands at 4.7% 
as of Dec-18.  

 
 

As of Dec-18, portfolio at risk is concentrated in agro and 
retail loans (53.7% and 20.0% of the total PAR 30 amount 
respectively), similar to the portfolio composition. 

Internal and external refinancing is offered and is a 
common practice in Serbian market; as of Dec-18 the 
refinanced portfolio represents 17%30 of total OBS’ loan 
portfolio.  

 
Credit risk management   
Credit policies are comprehensive and updated. Their 
level of dissemination to field staff remains improvable, 
especially considering the significant changes that are 
being implemented in the credit process31 and the 
segregation of duties.32  

Overall, the analysis of clients’ repayment capacity is 
adequate. It is fully automatized and based on a credit 
scoring for retail and agro loans.33 Client visits are 
mandatory for business and agro clients for all cycles and 
all amounts. OBS calculates prudential debt thresholds,34 
which are based on household and business/project net 

 
29 Average credit risk ratio: (Average PAR30 + Average restructured 
portfolio 0-30 days + Written-off portfolio) / Average Gross Portfolio. 
30 Of which 16% is internal refinancing. 
31 Particularly the automatization of the repayment capacity analysis and 
centralization of loan approvals at the HO. 
32 Between 20% and 50% of the applications reviewed by the risk 
department return to CAs for completion or missing information/data. 
33 OBS plans to implement automatized repayment capacity analysis for 
business loans in the foreseeable future.  
34 For example, the Debt to Income (DTI) ratio for retail loans should be 
below 50% of gross income for clients with FX risk and below 30%, 

income for the business and agro segment, while only on 
fixed income sources (i.e. salary or pension) for retail 
clients. Other outstanding loans are systematically 
included in the calculation of debt thresholds. OBS does 
not systematically analyze clients’ cash-flows over 12 
months, despite this is partly mitigated by the possibility 
for agro clients to personalize the instalment frequency 
and amounts according to their needs.  

Credit bureau is checked prior to disbursement for all 
loans in all cycles on the client, all household members, 
the guarantor and the business (if applicable). The 
national credit bureau covers all formal financial 
providers, the information is detailed and updated with 
appropriate frequency. 

All loan applications are reviewed by the BM or the Risk 
Department at the HO (depending on the loan amount 
and approval rights). However, a second visit of the client 
before disbursement is not currently performed.  

The loan approval policy is well formalized. Various 
approval thresholds are defined, and loans can be 
approved by BMs, underwriters at the HO Risk 
Department, within a credit committee or under specific 
conditions35 through the credit scoring system. 

The debt recovery process formalizes concrete steps to 
follow in case of arrears. Debt collection is adequately 
segregated between branches and HO.36  

The quality and quantity of loan portfolio reports is good. 
Most reports are automatically produced by the CBS and 
can be accessed when needed. They include all relevant 
breakdowns, including among others by product, 
sector/segment, portfolio at risk, vintage and branch. 
Concentration limits on the loan portfolio are set 
internally. Refinanced portfolio is monitored37 and 
tolerance limits are in place. 

 
Credit risk coverage 
The loan loss reserve (MFR provisioning methodology) is 
not entirely sufficient to cover the portfolio at risk (PAR30) 
and restructured loans with 0-30 days of arrears; the risk 
coverage ratio stands at 76.0% as of Dec-18, steadily 
increasing over the period of analysis. 

As of Dec-18, 6.1% of GLP is backed by hard collateral.38 

otherwise; the monthly disposable funds below 70%; loans and ST 
obligations below 30% of turnover; and working capital ratio above 
100%. 
35 Agro and retail loans, low-risk score from credit scoring system 
(maximum 5 out of 9), maximum ticket size EUR 3,000, no hard collateral, 
no startup.  
36  At the branches for up to 30 days of arrears, collection unit for 31-
120 of arrear and legal department otherwise. 
37 Through Business Development Committee. 
38 Mortgage, land, business premises, compulsory deposits, pledges. 

Portfolio Quality Indicators Jan16-Dec16 Jan17-Dec17 Jan18-Dec18

PAR 1 7.5% 8.4% 7.3%

PAR 30 2.1% 2.4% 1.9%

PAR 90 1.3% 1.5% 1.2%

PAR 180 0.9% 1.1% 0.7%

PAR 365 0.5% 0.6% 0.3%00

Restructured portfolio 3.2% 1.8% 1.4%

Restructured portfolio (PAR 30) 32.7% 25.3% 20.4%

Write off ratio 1.3% 1.1% 1.1%

Average credit risk ratio 7.4% 5.8% 4.7%0 0 0 0
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OBS complies with the national regulation for loan loss 
provisioning. Standards have been recently modified 
based on IFRS9 requirements, with low impact on the loan 
loss reserve.  

 

4. Systems & Controls  
 
Opportunity Bank has achieved a good performance in 
Systems and Controls Area. 

 
Human resource management 
OBS has a dedicated HR department reporting directly to 
the CEO. HR policies are comprehensive,39 updated and 
generally available to the staff.  

 

 
 

The annual staff turnover ratio is moderate, standing at 
23.3% as of Dec-18, but decreasing throughout the period 
of analysis, especially in 2018, also thanks to an improved 
hiring process.40 The turnover is mainly concentrated 
among front office staff and CAs. Some staff shortages 
have been observed, especially at field level. Staff 
satisfaction has been assessed in 2017 and a new survey 
has been postponed from 2018 to the end of 2019. 

Staff remuneration (fixed and variable) is adequate and 
aligned with the market. Salary analyses are performed 
yearly; however, considering the specific business model 
of OBS, several positions are not fully comparable. 

Performance is assessed yearly for all staff and it is based 
on standardized forms tailored to various positions. The 
appraisal includes both quantitative and qualitative 
aspects.  

OBS has an annual training plan41 and dedicated budget 
(EUR 135k for 2019). Induction training for CAs is done in 
phases, including three months on-the-job as sales 

 
39 They include, among others, internal rules and related sanctions, Code 
of Ethics, recruitment, compensation (fixed and variable salary) and 
annual appraisal. 
40 A two-step process to become Credit Analyst: first three months as 
sales associate (sales activities, but no involvement in the loan 
application process), then full-fledged CA. 
41 Per department/area, identifying trainings, trainers and trainees. It 
includes external and internal trainings. 

associate (mainly focusing on sales techniques), one 
month as CA (credit process) and some classroom 
trainings. 

Individual development plans are prepared for non-sales 
positions on the basis of the annual appraisal. In general, 
internal promotions are strongly preferred to external 
recruitment and the bank has recently developed a Talent 
Academy to identify and accompany particularly skilled 
employees in their development.  

 
Information technology  
OBS has a dedicated IT Department, further divided into 
three sectors: i) IT operations; ii) IT development; and 
iii) Security. The department size is adequate to the needs 
of the bank. 

The Core Banking System (CBS), ASEBA,42 is integrated and 
handles, among others, accounting, loan tracking and, 
deposits modules. It is complemented by a Document 
Management System (eDMS) and by a tablet/mobile 
application. Basel III and IFRS9 systems, mainly used for 
reporting purposes and introduced recently to comply 
with the regulation, are still not integrated with the CBS43. 

The CBS is provided by ASSECO, which is available to 
support, as well as to develop needed applications and 
modules. Nonetheless, fast-paced digitalization and 
automatization of process, might cause some short-term 
inefficiencies 

The data center is located at the Head Office. All branches 
are connected in real-time through VPN connection. The 
quality of the connection is overall adequate, with some 
difficulties in more rural and isolated areas.44 

The CBS produces reliable and up-to-date information and 
most reports are automatically generated, both for 
internal and regulatory purposes.  

The CBS is easily customable in order to assimilate new 
products, scalable for larger volume of operations as well 
as responsive for punctual management reports. OBS 
owns the source codes for most of the already existing 
modules and has strong internal capacities, which allows 
to customize the system according to the needs.  

The technology risk is limited, since the systems in place 
minimize any misuse of client data. The latter include, 
among others, a dedicated unit responsible for IT security, 
access restricted by passwords and differentiated access 
rights, firewalls and formalized procedures to store and 

42 Based on Oracle infrastructure. 
43 OBS plans to develop in the short-term a sole data ware house solution 
merging all databases and reporting and allowing further automatization 
and customization of the reporting (e.g. regulatory, to investors, BASEL 
III, IFRS9, internal). 
44 Connectivity issues mainly caused by the internet provider, Telenor, 
not being the main Serbian operator and thus not having the last mile in 
all areas. 

Personnel Jan16-Dec16 Jan17-Dec17 Jan18-Dec18

Total 312 338 367

   Loan officers 155 160 172

   Other staff 157 178 195

Staff growth 9.9% 8.3% 8.6%

Staff turnover rate 32.9% 31.1% 23.3%0 0 0 0

Source: OBS, adapted by MFR

Credit risk coverage Jan16-Dec16 Jan17-Dec17 Jan18-Dec18

Provisioning expense ratio 1.3% 1.2% 1.3%

Loan loss reserve ratio 2.3% 2.0% 2.3%

Risk coverage ratio (PAR30) 111.1% 85.7% 121.3%

Risk coverage (PAR30 + r. 0-30) 54.5% 55.1% 76.0%
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process data. Audit trails to track any access to the 
database have not been implemented yet. 

A contingency plan and a disaster recovery plan are 
formalized and tested yearly. Back-ups are performed 
daily to an internal server and a mirroring one located in 
another building in Novi Sad. 

Internal control 
OBS organizational structure fits well the current needs, 
also thanks to a good segregation of duties, clear 
reporting lines and good communication flows between 
the HO and branches. Most processes (e.g. operational 
management, liquidity management, part of the loan 
approval) are centralized at the HO. 

Policies and procedures are overall formalized, updated 
and adequately disseminated to the staff.  

Preventive controls in the loan process remain moderate 
since systematic second field visit of the client before loan 
disbursement is not performed. On the other hand, loan 
files (including hard copies of documents and the data 
entered in the system) are checked by the 
BM/underwriter, and digitalization of the loan 
application45 ensures further controls of the loan 
application’s completeness. 

The cash handling risk is limited. Cash operations can only 
be performed in four branches. Cash collection in the field 
is strictly forbidden and security measures in premises are 
adequate.46 

The analysis and monitoring of operational risks is 
adequate and compliant with the regulation. All 
events/accidents are systematically recorded. 

OBS complies with the regulation on anti-money 
laundering and financing of terrorism, also thanks to 
dedicated staff, formalized policies and regular reports, as 
well as ad-hoc audits. 

 
Internal and external audit 
OBS has a dedicated internal audit (IA) Department, but 
the number of staff is insufficient47 given the complexity 
of the bank, the volume of operations to properly cover 
all audit functions48. Nonetheless, shortcomings from the 
IA are partly mitigated by adequate ex-post controls 
performed by the Quality Control Unit49. It is planned to 
hire some additional internal auditors by the end of 2019. 

The internal audit is independent from management and 
reports directly to the BoD through its Audit Committee, 

 
45 Currently in place for retail and agro loans; planned implementation 
also for business loans in the short-term. 
46 Such as panic buttons, cameras, vault limits, insured cash. 
47 Head of IA and 3 internal auditors. 
48 E.g. not all branches visited annually, no client visits, small sample of 
files analyzed, IT and IFRS 9 audits externalized to external providers. 
49 Within the risk department. Post-disbursement checks on 6-10% of all 
loans selected partly randomly and partly according to the risk level of 
each branch. 

in compliance with the national regulation. Reporting50 to 
the Committee is good and done on a quarterly basis.  

The internal audit policies are comprehensive and 
updated, fully compliant with NBS requirements. A 
thematic risk-based audit plan is developed yearly and 
approved by the BoD; it covers both branches and HO 
audits (on rotational basis), as well as mandatory audits51. 

The effectiveness of branch visits is moderate. Only full-
services branches are audited yearly, mainly to assess 
teller operations. On the other hand, annual audits of the 
credit process52 are performed on a limited number of 
branches, while the core of the audit is done by checking 
loan files stored at the HO.53 The sampling methodology is 
formalized, but does not provide specific guidelines in 
terms of size and features of the sample. The IA does not 
visit clients. 

The follow up activities on observations and gaps 
detected are adequate. IA findings and recommendations 
are complemented with a detailed action plan, agreed 
with the management and including specific activities to 
be performed, responsibilities and timeframes. 
Implementation of the action plan is regularly monitored. 

OBS Internal Audit has not detected significant frauds in 
the last two years. Some minor fraud cases (ghost clients, 
misappropriation of client’s funds) have been detected by 
the Quality Control Unit, but have been dealt with in due 
time.  

The external audit firm, KPMG, is a reputable and 
international company. Annual financial statements are 
audited yearly in accordance with International Financial 
Reporting Standards (IFRS), they are complete54 and 
include an independent auditors’ report. In the last three 
years, the auditors’ opinion has always been clean.

50 Summary of the activities performed, main findings 
(recommendations, action plan) and achievement of the IA plan. 
51 IT, ICAAP, Operations, Disclosure and AML. 
52 Separately on retail, agro and entrepreneur’s portfolio. 
53 For 2019, the Internal Audit plans to visit approximately 25% of all 
branches, including the full-services ones, and to check approximately 
300 files. 
54 Balance sheet, income statement, cash flows, equity movements, etc. 
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Annex 1 – Financial Statements and Adjustments 
 
 

 
 

 

Balance sheet (Euro)

ASSETS Euro RSD M Euro RSD M Euro RSD M Euro RSD M

Cash and banks 16,693,097 2,024.23 18,440,487 2,270.06 20,377,658 2,406.95 23,541,361 2,774.11

Short term financial assets 0 0.00 0 0.00 0 0.00 0 0.00

Net outstanding portfolio 72,720,021 8,818.12 81,670,454 10,053.79 94,473,248 11,158.93 107,253,445 12,638.75

Gross  outstanding portfol io 74,640,338 9,050.98 83,580,067 10,288.87 96,449,343 11,392.34 109,723,854 12,929.86

   Performing portfol io 73,328,666 8,891.92 81,861,261 10,077.28 94,142,711 11,119.88 107,686,556 12,689.78

   Portfol io at ri sk > 30 days 1,311,673 159.05 1,718,805 211.59 2,306,632 272.45 2,037,299 240.08

(Loan loss  reserve) 1,920,317 232.86 1,909,613 235.08 1,976,095 233.41 2,470,409 291.11

Accrued interest 0 0.00 0 0.00 0 0.00 172,768 20.36

Other short term assets 736,122 89.26 700,168 86.19 1,092,194 129.01 909,038 107.12

Total short term assets 90,149,240 10,931.61 100,811,109 12,410.04 115,943,101 13,694.89 131,876,612 15,540.34

Long term financial assets 3,191,639 387.02 1,350,613 166.26 14,028 1.66 862,492 101.64

Net fixed assets 3,511,841 425.85 3,483,204 428.79 3,612,968 426.75 4,282,688 504.67

Other long term assets 0 0.00 0 0.00 0 0.00 0 0.00

Total long term assets 6,703,480 812.87 4,833,817 595.05 3,626,996 428.41 5,145,180 606.31

Total assets 96,852,720 11,744.48 105,644,925 13,005.09 119,570,097 14,123.30 137,021,792 16,146.65

LIABILITIES and EQUITY

LIABILITIES

Demand Deposit 14,380,371 1,743.78 18,192,335 2,239.51 21,259,468 2,511.11 19,186,796 2,260.97

Compulsory savings 122,578 14.86 184,579 22.72 93,069 10.99 1,706 0.20

Short term time deposits 4,139,288 501.94 8,340,586 1,026.74 6,947,484 820.62 11,042,863 1,301.29

Short term loans 300,904 36.49 2,006,021 246.95 7,594,214 897.01 0 0.00

Other short term liabilities 3,024,306 366.73 3,716,149 457.47 4,182,038 493.97 4,893,245 576.62

Total short term liabilities 21,967,447 2,663.80 32,439,670 3,993.39 40,076,272 4,733.70 35,124,610 4,139.08

Long term time deposits 37,188,895 4,509.57 32,644,289 4,018.57 31,503,590 3,721.12 42,505,694 5,008.87

Long term loans 14,758,563 1,789.64 13,182,404 1,622.78 18,812,900 2,222.13 26,822,700 3,160.79

Subordinated debt 6,018,050 729.76 8,022,451 987.58 6,018,052 710.84 6,018,058 709.17

Other long term liabilities 22,621 2.74 0 0.00 19,430 2.30 8,588 1.01

Total Long term liabilities 57,988,128 7,031.71 53,849,144 6,628.93 56,353,972 6,656.38 75,355,041 8,879.84

Total liabilities 79,955,575 9,695.51 86,288,814 10,622.32 96,430,243 11,390.08 110,479,650 13,018.92

EQUITY

Paid-in capital 15,320,630 1,857.80 15,091,546 1,857.80 15,728,416 1,857.80 15,765,428 1,857.80

Donated equity 0 0.00 0 0.00 0 0.00 0 0.00

Hybrid Capital 0 0.00 0 0.00 0 0.00 0 0.00

Reserves 761,868 92.39 1,540,001 189.58 3,002,388 354.63 6,005,193 707.65

Total retained earnings 814,646 98.79 2,724,564 335.40 4,409,049 520.79 4,771,521 562.28

Net income, previous  years (1,204,466) -146.06 0 0.00 1,419,767 167.70 1,152,614 135.82

Net income, current year 2,019,112 244.84 2,724,564 335.40 2,989,283 353.09 3,618,907 426.45

Other equity accounts 0 0.00 0 0.00 0 0.00 0 0.00

Total equity 16,897,144 2,048.97 19,356,111 2,382.77 23,139,853 2,733.22 26,542,142 3,127.73

Total liabilities and equity 96,852,720 11,744.48 105,644,925 13,005.09 119,570,097 14,123.30 137,021,792 16,146.65

Jan15-Dec15 Jan16-Dec16 Jan17-Dec17 Jan18-Dec18
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The financial statements in Annex 1 are the result of standard reclassification and they are based on the annual audited financial 
statements. As for the infra-annual periods the internal financial statements are used.  
Financial statements have been adjusted to calculate adjusted ratios (AROE, AROA, FSS) in order to make them comparable to 
financial reporting and performances of institutions using different accounting standards and operating in different environment and 
to evaluate the level of sustainability of the institution with market conditions.  
Adjustments include: a) Accrued interest on delinquent loans > 90 days; b) Subsidies: donations in kind55; c) Provisions (calculated 
with a standard formula56); and d) Inflation. 
 
 

  
 

 
 
 
 

 
55 Donations in kind are valorized and added to operational expenses. 
56 Provisions are calculated according to the following formula: 
    Portfolio at risk: 1-30 days  10%  0-30 days restructured loan  50% 
  31-60 days  30%  >30 days restructured loans  100% 
  61-90 days  50% 
  >90 days  100% 

Income Statement (Euro)

Euro RSD M Euro RSD M Euro RSD M Euro RSD M

Interest & fees on loans 14,980,027 1,816.5 16,521,873 2,033.9 19,234,270 2,271.9 22,029,362 2,595.9

Interest & fees on investments 359,744 43.6 294,333 36.2 271,027 32.0 300,102 35.4

Other financial income 0 0.0 0 0.0 0 0.0 0 0.0

Financial income 15,339,771 1,860.1 16,816,207 2,070.1 19,505,297 2,303.9 22,329,464 2,631.3

Interest paid on borrowings 1,341,121 162.6 1,556,467 191.6 1,659,918 196.1 1,741,599 205.2

Interest paid on savings 2,817,521 341.7 2,477,476 305.0 2,633,348 311.0 3,065,928 361.3

Other financial expenses 0 0.0 0 0.0 0 0.0 0 0.0

Inflation adjustment 0 0.0 0 0.0 0 0.0 0 0.0

Financial expenses 4,158,643 504.3 4,033,943 496.6 4,293,266 507.1 4,807,527 566.5

Net financial income 11,181,128 1,355.8 12,782,264 1,573.5 15,212,031 1,796.8 17,521,937 2,064.8

Net FX income (expense) (1,641) -0.2 260 0.0 3,530 0.4 25,322 3.0

Other operating income 336,060 40.8 377,671 46.5 444,008 52.4 501,214 59.1

Personnel  expenses 3,974,041 481.9 4,328,601 532.9 5,071,840 599.1 6,203,352 731.0

Adminis trative expenses 4,206,209 510.1 4,706,719 579.4 5,919,319 699.2 6,246,614 736.1

Operating expenses 8,180,251 991.9 9,035,320 1,112.3 10,991,159 1,298.2 12,449,966 1,467.1

Net loan loss provision expense (income) 1,037,034 125.8 1,000,838 123.2 1,071,139 126.5 1,323,506 156.0

Net operating income 2,298,262 278.7 3,124,038 384.6 3,597,272 424.9 4,275,000 503.8

Non-operating income 0 0.0 0 0.0 50,551 6.0 60,081 7.1

Non-operating expenses 0 0.0 0 0.0 0 0.0 0 0.0

Net income before donations, before tax 2,298,262 278.7 3,124,038 384.6 3,647,823 430.9 4,335,081 510.8

Taxes 279,149 33.9 404,031 49.7 658,540 77.8 716,174 84.4

Net income before donations 2,019,112 244.8 2,720,007 334.8 2,989,283 353.1 3,618,907 426.5

Donations in cash 0 0.0 4,557 0.6 0 0.0 0 0.0

Revenue not from the operations 0 0.0 0 0.0 0 0.0 0 0.0

Net income 2,019,112 244.8 2,724,564 335.4 2,989,283 353.1 3,618,907 426.5

Exchange Rate

Jan15-Dec15 Jan16-Dec16 Jan17-Dec17 Jan18-Dec18

Euro/RSD = 121.261 Euro/RSD = 123.102 Euro/RSD = 118.117 Euro/RSD = 117.840

Adjustments Jan15-Dec15 Jan16-Dec16 Jan17-Dec17 Jan18-Dec18

Reversal  of accrued interest on NPL 0 0 0 0

Inflation adjustment 173,130 170,420 550,465 430,874

   - Inflation rate used 1.4% 1.2% 3.0% 2.0%

Loan loss  provis ion adjustment 767,220 704,921 1,021,478 287,937

In-kind subs idy adjustment 0 0 0 0

Total variation of net income (940,351) (875,341) (1,571,943) (718,811)
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Annex 2 – Ratios 
 

 

PROFITABILITY Jan15-Dec15 Jan16-Dec16 Jan17-Dec17 Jan18-Dec18
Return on Equity (ROE) 12.9% 15.0% 13.7% 14.4%
Adjusted Return on Equity (AROE) 6.9% 10.1% 6.5% 11.6%
ROE after donations 12.9% 15.0% 13.7% 14.4%
Return on Assets (ROA) 2.2% 2.7% 2.6% 2.8%
Adjusted Return on Assets (AROA) 1.2% 1.8% 1.2% 2.3%
Operational self-sufficiency (OSS) 112.8% 119.4% 118.2% 121.5%
Financial self-sufficiency (FSS) 107.2% 113.3% 109.5% 117.2%
Portfolio yield 21.8% 21.5% 21.1% 21.2%
Other financial income (on assets) 5.4% 2.3% 3.2% 1.3%
Other products yield (on assets) 0.3% 0.3% 0.2% 0.2%
Financial expense ratio* 6.0% 5.2% 4.7% 4.6%
Provisioning expense ratio 1.5% 1.3% 1.2% 1.3%
Profit Margin 11.4% 16.3% 15.4% 17.7%
Net Interest Margin 13.1% 13.6% 14.0% 14.4%
Net loan portfolio to Assets ratio 73.8% 76.8% 78.8% 78.3%

EFFICIENCY AND PRODUCTIVITY
Staff allocation ratio 42.3% 49.7% 47.3% 46.9%
Loan officer productivity (borrowers) 267 241 269 286
Staff productivity (borrowers) 113 120 127 134
Staff productivity (GLP and savings) 455,170 456,269 461,515 497,169
Staff productivity (clients) 174 173 186 164
Operating expense ratio (average GLP) 11.9% 11.8% 12.1% 12.0%
Operating expense ratio (average assets) 9.0% 9.0% 9.6% 9.7%
Operating expense on Gross revenue 40.5% 47.0% 47.0% 51.4%
Financial income on Gross revenue 98.3% 98.0% 98.1% 97.9%
Non-financial income on Gross revenue 1.7% 2.0% 1.9% 2.1%
Cost per borrower, Euro 272 263 273 269
Cost per client, Euro 176 178 189 195

CAPITAL ADEQUACY & ALM
Loans to Deposits ratio 128.1% 136.6% 157.5% 147.5%
Cost of funds ratio* 5.6% 5.1% 4.9% 4.8%
Cost of borrowings* 17.8% 10.4% 7.9% 6.5%
Cost of savings* 5.0% 4.3% 4.3% 4.7%
Liquidity over total assets 20.4% 18.6% 16.8% 17.6%
Average Liquid assets on Average Assets 17.8% 17.4% 17.2% 17.1%
Cash Ratio (Liquidity on Short term liabilities) 90.5% 61.0% 50.9% 69.5%
Liquidity / Demand deposits 116.1% 101.4% 95.9% 122.7%
Liquidity / Total deposits 90.1% 69.5% 72.2% 77.9%
Capital Adequacy Ratio (Regulatory) na na 21.4% 21.4%
Capital Adequacy Ratio (MFR) 10.5% 12.9% 16.9% 19.3%
Debt to equity ratio 4.7 4.5 4.2 4.2
Equity to assets ratio 17.4% 18.3% 19.4% 19.4%

LOAN PORTFOLIO QUALITY
Portfolio at risk > 30 days (PAR 30) 1.9% 2.1% 2.4% 1.9%
Portfolio at risk > 90 days (PAR 90) 1.4% 1.3% 1.5% 1.2%
Portfolio at risk > 365 days (PAR 365) 0.9% 0.5% 0.6% 0.3%
Restructured loans 4.9% 3.2% 1.8% 1.4%
Write-off ratio 1.2% 1.3% 1.1% 1.1%
Average credit risk ratio 8.8% 7.4% 5.8% 4.7%
Loan loss reserve ratio 2.6% 2.3% 2.1% 2.3%
Risk coverage ratio (PAR30) 146.4% 111.1% 85.7% 121.3%
Risk coverage (PAR30 + r. 0-30) 51.2% 54.5% 55.1% 76.0%

OTHER RATIOS
Client drop-out ratio na 23.4% 23.4% 20.4%
Staff turnover rate 29.6% 32.9% 31.1% 23.3%
Avg annual percentage rate (APR) na na na 21.7%
Avg annual percentage rate (APR), Small Business Loans EUR na na na 14.8%
Avg. transparency index (%) na na na 88.3%
Avg. transparency index (%), Small Business Loans EUR na na na 94.3%
Avg. transparency index (%), Micro Agro Loans RSD na na na 86.1%
Avg. transparency index (%), Agro Development Loans EUR na na na 96.4%
Avg. transparency index (%), Micro personal pensioners na na na 82.2%
Avg. disbursed loan size, Euro 2,634 2,588 2,708 2,644
Average loan balance, Euro 2,291 2,217 2,233 2,230
Avg. disb. loan / p.c. GNI 51.7% 51.5% 61.9% 58.1%
Average loan balance / p.c. GNI 45.0% 44.1% 51.0% 49.0%
Average savings account balance, Euro 2,934 2,711 2,552 4,491

Female borrowers na na 41.7% 41.3%

na: not available     n/a: not applicable * exchange rate variations not included.
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Annex 3 – Definitions 
 

Ratio  Formula 
 

PROFITABILITY & SUSTAINABILITY 

ROE (before donations)  Net income before donations / Average equity 

Adjusted ROE (before donations)  Adjusted net income before donations / Average equity 

ROA (before donations)  Net income before donations / Average assets 

Adjusted ROA (before donations)  Adjusted net income before donations / Average assets 

Operational Self-sufficiency (OSS) 
 

(Financial revenues + Other operating revenues) / (Financial expenses + Provision 
expenses + Operating expenses) 

Financial Self-sufficiency (FSS) 
 

(Adjusted financial revenues + Other operating revenues) / (Adjusted financial 
expenses + Adjusted loan loss provision expenses + Adjusted operating expenses) 

Portfolio Yield  
 Interest and fee revenues on loan portfolio, including penalty interest and fees / 

Average gross outstanding portfolio 

Other Products’ Yield  Other operating revenues / Average assets 

Financial income ratio  Interest and fee revenues on financial assets not from loan portfolio / Average assets 

Financial expense ratio   Interest and fee expenses on funding liabilities / Average gross outstanding portfolio 

Provision Expense ratio  Loan loss provision expenses / Average gross outstanding portfolio 

Profit Margin  
(Total operating  revenues – operating expenses – financial expenses – loan loss 

provision expenses) / Total operating revenues  

Net Interest Margin  
(Interest and fee revenues on loans + interest revenues from bank deposits and 

financial investments - Interest and fee expenses on funding liabilities)/ (Average value 
of bank deposits, financial assets and performing loans) 

Portfolio to Assets Ratio 
 

Net outstanding portfolio / Total assets 

   

EFFICIENCY & PRODUCTIVITY 

Staff Allocation Ratio 
 

Number of loan officers / Number of staff 

Staff Turnover Ratio 
 

Number of staff who left the institution during the period / Average number of staff   

Loan Officer Productivity – Borrowers  
 

Number of active borrowers / Number of loan officers 

Loan Officer Productivity – Amount 
 

Gross outstanding portfolio / Number of loan officers 

Staff Productivity – Borrowers (Clients)  Number of active borrowers (clients) / Number of staff 

Operating Expenses Ratio on Portfolio 
 

Operating expenses / Average gross outstanding portfolio 

Personnel Expenses Ratio on Portfolio 
 

Personnel expenses / Average gross outstanding portfolio 

Operating Expenses Ratio on Assets 
 

Operating expenses / Average assets 

Cost per Borrower (active client) 
 

Operating expenses / Average number of active borrowers (active clients) 
 

CAPITAL ADEQUACY & ALM 
 

Loans to Deposits Ratio 
 

Net outstanding portfolio / Demand deposits  

Cost of Funds Ratio  

Interest and fee expenses on funding liabilities / Average funding liabilities 

Current Ratio   
 Assets with contractual maturity < 365 days / Liabilities with contractual maturity < 

365 days 

Maturity Gap Ratio 30 days 
 Assets with contractual maturity < 30 days / Liabilities with contractual maturity < 30 

days 
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Liquidity over Total Assets Ratio 
 

Cash and cash equivalents / Total assets 

Liquidity over Demand Deposits  
 

Cash and cash equivalents / Total demand deposits 

Liquidity over Total Deposits 
 

Cash and cash equivalents / (Demand deposits + Short Term Deposits) 

Cash Ratio 
 

Cash and cash equivalents / (Liabilities with contractual maturity < 365 days) 

FX Net Open Position as % Equity  
 ((Assets – Liabilities – Equity +– off balance sheet item) denominated in each single 

foreign currency) / Total equity 

Debt to Equity Ratio 
 

Total liabilities / Total equity 

Equity to Asset Ratio 
 

Total equity  / Total assets 

Capital Adequacy Ratio (MFR) 
 Total adjusted capital (according to MFR methodology) / Total risk weighted assets 

(according to MFR methodology) 

Capital Adequacy Ratio (Regulatory) 
 

Qualifying capital / Regulatory risk weighted assets 

 

 

 

 

ASSET QUALITY 

Portfolio at Risk 30 (PAR 30) 
 

Outstanding balance on loans with arrears > 30 days / Gross outstanding portfolio 

Portfolio at Risk 90 (PAR 90)  Outstanding balance on loans with arrears > 90 days / Gross outstanding portfolio 

Portfolio at Risk 365 (PAR 365)  Outstanding balance on loans with arrears > 365 days / Gross outstanding portfolio 

Write-off Ratio 
 

Value of loans written-off during the period / Average gross outstanding portfolio 

Restructured Loans Ratio 
 Total gross outstanding rescheduled and/or refinanced portfolio / Gross outstanding 

portfolio 

Average Credit Risk Ratio 
 (Average value of PAR30 + Average value of restructured portfolio 0-30 days + Value of 

loans written-off during the period) / Average Gross Outstanding Portfolio 

Loan Loss Reserve Ratio 
 

Loan loss reserve / Gross outstanding portfolio 

Risk Coverage Ratio (PAR 30) 
 

Loan loss reserve / Portfolio at risk >30 days 

Risk Coverage Ratio (PAR30+r0–30) 
 

Loan loss reserve / Portfolio at risk >30 days + restructured loans 0-30 days 

   

OTHER RATIOS 

Drop-out Ratio 

 Active borrowers beginning of the period + new (first time) borrowers during the 
period – borrowers written off during the period – active borrowers end of period) / 

(active borrowers beginning of the period). 

Average Disbursed Loan Amount  

 

Total loan amount disbursed in the period / Number of disbursed loans 

Avg. Disbursed Loan on p.c. GDP  

 

Average disbursed loan amount / Per capita GDP 

 

Annual Percentage Rate 
 Includes interest rate, method of interest calculation, commissions, taxes, mandatory 

savings (see MicroFinance Transparency tool) 

Transparency index  Nominal interest rate / Annual Percentage Rate 
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Annex 4 – Credit products features 

Credit Products
Micro Business 

Loans RSD

Micro Business 

Loans 

 EUR

Small Business 

Loans 

RSD

Small Business 

Loans EUR

Business 

Development 

Loans EUR

Overdraft
Micro Agro Loans 

RSD

Micro Agro Loans  

EUR

Agro 

Development 

Loans EUR

Agro 

Development 

Loans RSD

Micro Personal 

RSD

Micro personal 

pensioners
 VIP EUR/RSD 

Credit methodology Individual Individual Individual Individual Individual Individual Individual Individual Individual Individual Individual Individual Individual

Currency of the credit RSD EUR RSD EUR EUR RSD RSD EUR EUR RSD RSD RSD EUR/RSD

Type of interest Declining 

balance

Declining 

balance

Declining 

balance

Declining 

balance

Declining 

balance

Declining 

balance

Declining 

balance

Declining 

balance

Declining 

balance

Declining 

balance

Declining 

balance

Declining 

balance

Declining 

balance

Min. annual interest rate (%) 17% 11% 17% 11% 11% 21% 19% 13% 13% 19% 19% 19% 10%

Max. annual interest rate (%) 20% 17% 20% 17% 17% 36% 22% 19% 19% 22% 19% 24% 20%

Average annual interest rate (%) 20.09%

AVG in portfolio

19.87%

AVG in portfolio

19.97%

AVG in portfolio

16.37%

AVG in portfolio

12.79%

AVG in portfolio

23.55%

AVG in portfolio

22.63%

AVG in portfolio

18.12%

AVG in portfolio

16.22%

AVG in portfolio

21.9%

AVG in portfolio

20.86%

AVG in portfolio

21.07%

AVG in portfolio

13%

AVG in portfolio

Description of commissions RSD 7,900 - 

11,900

RSD 7,070 - 

17,676

RSD 7,900 - 

11,900

RSD 7,070 - 

17,676

RSD 7,070 - 

17,676
RSD 9,900

RSD 5,900 - 

9,900

RSD 5,982 - 

14,140

RSD 5,982 - 

14,140

RSD 5,900 - 

9,900 
RSD 8,900

RSD 5,900 - 

9,900 
No fees

Min. credit amount (Euro) 509 500 509 500 500 849 509 500 500 509 424 424 170  (200 if EUR 

loan)

Max. credit amount (Euro) 5,092 25,000 5,092 25,000 25,000 4,243 5,092 20,000 20,000 5,092 3,394 3,394 5,092 (30,000 if 

EUR loan)

Max. credit amount - 1st loan 

(Euro)

5,092 25,000 5,092 25,000 25,000 4,243 5,092 20,000 20,000 5,092 3,394 3,394 5,092 (30,000 if 

EUR loan)

Average credit amount (Euro) 3,056 3,217 8,367 10,372 44,711 2,547 2,058 3,056 9,002 8,079 2,361 1,676 6,315 (6,902 if 

EUR loan)

Min. loan maturity (months) 12 12 12 12 12 12 12 12 12 12 12 12 6

Max. loan maturity (months) 60 60 60 60 60 12 60 60 60 60 96 96 96

Average loan maturity (months) 25 28 19 32 63 12 29 32 37 14 60 57 61

Frequency of interest payments Monthly or 

irregular 

according to 

client business

Monthly or 

irregular 

according to 

client business

Monthly or 

irregular 

according to 

client business

Monthly or 

irregular 

according to 

client business

Monthly or 

irregular 

according to 

client business

Monthly or 

irregular 

according to 

client business

Monthly or 

irregular 

according to 

client business

Monthly or 

irregular 

according to 

client business

Monthly or 

irregular 

according to 

client business

Monthly or 

irregular 

according to 

client business

Monthly Monthly Monthly

Frequency of principal payments Monthly or 

irregular 

according to 

client business

Monthly or 

irregular 

according to 

client business

Monthly or 

irregular 

according to 

client business

Monthly or 

irregular 

according to 

client business

Monthly or 

irregular 

according to 

client business

Monthly or 

irregular 

according to 

client business

Monthly or 

irregular 

according to 

client business

Monthly or 

irregular 

according to 

client business

Monthly or 

irregular 

according to 

client business

Monthly or 

irregular 

according to 

client business

Monthly Monthly Monthly

Grace period (months) 0 0 0 0 0 No grace period 0 0 0 0 0 0 0

Collaterals / guarantees BOE, pledge, 

guarantor 

mortgage, 

deposit

BOE, pledge, 

guarantor 

mortgage, 

deposit

BOE, pledge, 

guarantor 

mortgage, 

deposit

BOE, pledge, 

guarantor 

mortgage, 

deposit

BOE, pledge, 

guarantor 

mortgage, 

deposit

BOE, pledge, 

guarantor 

mortgage, 

deposit

BOE, pledge, 

guarantor 

mortgage, 

deposit

BOE, pledge, 

guarantor 

mortgage, 

deposit

BOE, pledge, 

guarantor 

mortgage, 

deposit

BOE, pledge, 

guarantor 

mortgage, 

deposit

BOE, Salary 

withholding 

form, life 

insurance

Pension 

withholding 

form, life 

insurance

BOE, Salary 

withholding 

form, pledge, 

guarantor 

mortgage, 

Compulsory savings No No No No No No No No No No No No 30% for EUR 

loans

Target population Registred micro 

enterpreneurs 

and legal 

entities in 

Serbia, 

especially in 

rural areas

Registred micro 

enterpreneurs 

and legal 

entities in 

Serbia, 

especially in 

rural areas

Registred micro 

enterpreneurs 

and legal 

entities in 

Serbia, 

especially in 

rural areas

Registred micro 

enterpreneurs 

and legal 

entities in 

Serbia, 

especially in 

rural areas

Registred micro 

enterpreneurs 

and legal 

entities in 

Serbia, 

especially in 

rural areas

Registred micro 

enterpreneurs 

and legal 

entities in 

Serbia, 

especially in 

rural areas

Registred micro 

Agriculture 

households in 

Serbia, in rural 

areas

Registred micro 

Agriculture 

households in 

Serbia, in rural 

areas

Registred micro 

Agriculture 

households in 

Serbia, in rural 

areas

Registred micro 

Agriculture 

households in 

Serbia, in rural 

areas

Salary receivers 

in Serbia with 

low salary 

amount

Pensioners in 

Serbia with low 

pensions

Employees in 

banks, Insurance 

companies, 

leasing 

companies and 

investment 

fonds registred 
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The information used in the current rating has been partly provided by the institution subject to the evaluation process and partly collected 
during the meetings with the head executives. The analysis is based on audited financial statements and other official sources. MicroFinanza 
Rating cannot guarantee the reliability and integrity of the information, as it does not conduct auditing exercises, and therefore does not bear 
responsibility for any mistake or omission coming from the use of such information. The rating has to be considered as an external and 
independent opinion and it has not to be considered as a recommendation to realize investments in a specific institution. 

 

Annex 5 – Rating Scale 
 

The final rating grade does not consider the Country Sovereign Rating Risk, but it takes into account the effects of the political and 
economic context on the FI’s performance. 
 

 

Grade Definition Classification Definition

AAA

AA

A

BBB

BB

B

CCC

CC

C

D

MODIFIERS

The modifiers “+” or “-” may be assigned to a rating to indicate relative 

status within a main rating category. The modifiers cannot be assigned to 

"AAA" or below "CC" grades.

OUTLOOK
Indicates the direction a GRADE is likely to move to, over a one-year 

period

POSITIVE Probable upgrade of the rating grade

STABLE Rating grade is not likely to change

NEGATIVE Probable downgrade of the rating grade

UNDER 

OBSERVATION

The rating grade and/or outlook cannot be assigned, due to unexpected 

internal/external events or insufficient information provided. It may be 

assigned only after a monitoring will be held in the short term.

Weak capacity to manage risks.  Modest fundamentals. 

Weak capacity to manage risks.  Weak fundamentals. 

Extremely weak capacity to manage risks.  Extremely weak fundamentals. 

POOR
High risk.

Poor performance

Moderate capacity to manage risks. This capacity is vulnerable to a 

deterioration of the operations or economic conditions. Moderate 

fundamentals. 
FAIR

Moderate  to 

moderate-high risk.

Moderate 

performance

Excellent capacity to manage risks. This capacity is not expected to be 

affected by a foreseeable deterioration of the operations or economic 

conditions. Extremely strong and stable fundamentals. 

Very strong capacity to manage risks. This capacity may be marginally 

affected by a  deterioration of the operations or economic conditions. Very 

strong and stable fundamentals. 

Modest capacity to manage risks. This capacity is highly vulnerable to a 

deterioration of the operations or economic conditions. Modest 

fundamentals. 

EXCELLENT

Common scale for financial 

inclusion rating agencies
Financial Rating

Strong capacity to manage risks. This capacity may be affected by a 

deterioration of the operations or economic conditions. Strong and stable 

fundamentals. 

Good capacity to manage risks. This capacity may be affected by a 

deterioration of the operations or economic conditions. Good 

fundamentals. 

Adequate capacity to manage risks. However, this capacity may be 

significantly affected by a deterioration of the operations or economic 

conditions. Adequate fundamentals. 

GOOD

Modest or well-

managed short to 

medium term risk. 

Good to moderate 

performance

Low or well-

managed short to 

medium term risk. 

Strong performance


