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Recent credit developments
On 9 September, Equity Group Holdings Plc. (EGH), the holding company of Equity Bank
(Kenya) Limited (B2 stable, b2), announced that its board of directors agreed to enter
a nonbinding agreement with certain shareholders of BCDC for the cash purchase of a
controlling equity stake in BCDC. The acquisition would be credit positive for BCDC, whose
credit profile would benefit from the association and potential support from EGH, a strong
and large regional banking group.
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BCDC's Caa2 long-term deposit ratings do not incorporate any government support uplift
from the bank's caa2 BCA. This reflects our assessment of a low probability of government
support in case of need, given the Government of the Democratic Republic of the Congo's
(Caa1 stable) limited capacity and limited track record of supporting banks during times of
stress in the past. The outlook on the long-term deposit ratings is stable.

Solvency Factors

RATINGS

Banque Commerciale Du Congo S.A.'s (BCDC) caa2 Baseline Credit Assessment (BCA)
reflects the bank's strong and established corporate banking franchise, which drives solid
profitability, combined with its sound deposit-based funding and high liquid resources.
The caa2 BCA also captures the bank’s strong management. These positive considerations,
however, remain tempered by the very difficult operating environment in the Democratic
Republic of Congo (DRC), which significantly constrains BCDC’s credit profile, and the bank's
high problem loans and concentrated loan book, as well as its modest capitalisation.
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Credit strengths
» A strong and established corporate banking franchise, which drives solid profitability
» Sound deposit-based funding
» High liquid resources

Credit challenges
» DRC's very difficult operating environment, which significantly constrains BCDC's credit profile
» High problem loans and concentrated loan book, which constrain its asset quality
» Modest capitalisation

Outlook
The stable rating outlook reflects our view that BCDC's high liquid resources, deposit-based funding and solid profitability, together,
balance the challenges stemming from DRC's very difficult operating environment, as well as from the bank's high problem loans, credit
concentrations and modest capitalisation.

Factors that could lead to an upgrade
» An improvement in the bank's operating environment, as would be captured by an improvement in DRC's Macro Profile
» A material improvement in the bank's asset quality and capitalisation

Factors that could lead to a downgrade
» A material deterioration in its funding and liquidity profiles
» A further material decline in capitalisation

Key indicators
Exhibit 2

Banque Commerciale Du Congo S.A. (Consolidated Financials) [1]
Problem Loans / Gross Loans (%)
Tangible Common Equity / Risk Weighted Assets (%)
Problem Loans / (Tangible Common Equity + Loan Loss Reserve) (%)
Net Interest Margin (%)
PPI / Average RWA (%)
Net Income / Tangible Assets (%)
Cost / Income Ratio (%)
Market Funds / Tangible Banking Assets (%)
Liquid Banking Assets / Tangible Banking Assets (%)
Gross Loans / Due to Customers (%)

12-182

12-172

7.5
-32.4
4.3
-1.4
72.8
4.5
49.6
58.9

10.2
--4.2
6.5
1.2
73.5
11.9
51.6
63.1

12-163 CAGR/Avg.4

9.9
27.7
28.8
4.1
9.1
2.8
62.2
3.4
38.2
71.9

9.25
27.76
30.65
4.25
7.86
1.85
69.55
6.65
46.55
64.65

[1]All figures and ratios are adjusted using Moody's standard adjustments. [2]Basel I; LOCAL GAAP. [3]May include rounding differences due to scale of reported amounts. [4]Compound
Annual Growth Rate (%) based on time period presented for the latest accounting regime. [5]Simple average of periods presented for the latest accounting regime. [6]Simple average of
Basel I periods presented.
Source: Moody's Investors Service; Company Filings

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.
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Profile
Banque Commerciale Du Congo S.A. (BCDC), established in 1909, is a DRC-based bank, with reported total assets of $864 million and
a market share of 13% in terms of total DRC assets as of December 2018. BCDC provides corporate, institutional and retail customers
with various banking services, including loans, foreign-exchange and money transfer services.

Detailed credit considerations
Strong and established corporate banking franchise drives solid profitability
We expect BCDC’s profitability to remain solid, as its healthy margins and high fee income outweigh its low efficiency and moderate
cost of risk. The bank's profitability will modestly improve, driven by higher credit growth (the bank targets a 15% growth rate) and
lower cost of risk amid gradually recovering economic activity. BCDC’s net income/tangible banking assets stood at 1.5% in 2018 (1.3%
in 2017).
BCDC's net interest margins were healthy at 4.3% in 2018 (4.2% in 2017), with gross yields at 5.4% and funding cost at 1.3%.
However, such healthy gross yields are somewhat lower than the average of the sub-Saharan banks because of (1) BCDC’s focus on
large corporate clients, who tend to be more price-sensitive than retail clients; (2) the large portfolio of foreign-currency loans in the
DRC, which tends to have lower interest rates than local-currency loans; and (3) the smaller portion of BCDC’s balance sheet that is
allocated to loans (34% of total assets).
BCDC benefits from high non-interest income revenue, which contributed to a large 65% of the bank’s total operating income in
2018. Such significant reliance on non-interest income is credit positive, given the fact that such non-lending income does not have
a potential credit cost attached to it. The high level of fee income primarily reflects large commissions on transfers and on foreignexchange operations, which are services that are extensively used by large companies in the country’s dollarised economy.
BCDC's cost-to-income ratio remained high at 72.8% in 2018 (73.5% in 2017), in line with the 78% system average. The bank's low
efficiency reflects the high cost of doing business in the country, including costs related to cash handling, power and security. The
bank’s small network of 29 branches reflects its strategy of maintaining selective branch locations. We expect the bank’s cost of risk,
computed as loan-loss provisions divided by gross loans, to average 1.5% through the cycle (0.9% in 2018 and 1.5% in 2017).
DRC's very difficult operating environment significantly constrains BCDC's credit profile
Banks in the DRC are constrained by operating in an environment of low economic strength (income levels are very low and the
dependence on the mining industry is high), very low institutional strength (public and economic governance remains weak) and high
susceptibility to event risk (political risk is high).
Our assessment of DRC's operating environment also reflects difficult credit conditions as a result of high credit concentration, rapid
credit growth and dollar-denominated lending. Additionally, funding conditions for banks are vulnerable to the fragile depositor
confidence, the extensive use of the US dollar and asset/liability mismatches.
We capture the difficult operating environment in the country by assigning a Very Weak- Macro Profile to the DRC. For BCDC, which
has the entirety of its operations in the DRC, we use a Very Weak- Macro Profile.
High problem loans and concentrated loan book constrain asset quality
BCDC’s asset quality is exposed to risks resulting from the bank’s relatively high problem loans and credit concentrations. The bank’s
high problem loan stock primarily comprises some large legacy delinquent exposures from the mining and general trading sectors,
combined with the problem loan formation that resulted from the global commodity shock in 2015-16, which led to a significant
economic slowdown in 2016-17. The long period needed to clear large legacy exposures (included some well-provided-for exposures)
from the book reflects the relatively slow judicial process in the country.
As of December 2018, BCDC's problem loans/gross loans stood at 7.5% compared with 10.2% as of December 2017, with the decline
primarily reflecting a denominator effect from the bank’s 33% growth in gross loans. BCDC’s problem loan ratio is materially lower
than the estimated 16.8% local average. In addition, the bank’s coverage is healthy, with loan-loss reserves accounting for 105% of the
problem loans as of year-end 2018. The bank also maintains a sizeable stock of tangible collateral.
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BCDC’s high borrower concentrations pose risks to its asset quality. The high concentration primarily reflects the limited diversification
of the country's economy and the scarcity of creditworthy borrowers, but is higher than that for some of BCDC’s peers. Nonetheless,
the quality of BCDC’s client base moderates the risk because the bank primarily lends to large local companies, local subsidiaries of
international firms and suppliers of the aforementioned large firms. This client base is primarily active in the mining, energy general
trading and industrial sectors.
BCDC’s rapid loan growth (33% in 2018) also poses risk to its asset quality. The fast credit growth reflects the (1) low banking
penetration in the country (one of the lowest in the world), (2) ongoing renewed credit demand following two years of loan book
contraction (in constant currency) at BCDC, and (3) inflating impact from local-currency devaluation. In addition, the bank’s credit
growth was slower than the overall system growth, at 44%.
The large proportion of interbank assets on BCDC’s balance sheet moderate the credit risks emanating from the bank's loan portfolio.
The bank's interbank exposures, which accounted for 34% of the total assets as of December 2018, are primarily held abroad with
international banks, while an additional 16% of the bank's assets are held in cash and with the local central bank.
In addition, BCDC’s strong management helps moderate the aforementioned asset risk. The experience and relatively conservative
nature of the management moderate the risk of a future material increase in risk.
Modest capitalisation
We expect BCDC’s capital buffers to modestly increase in the coming years, after materially declining in 2018. The increase in 2019-21
will reflect the planned gradual introduction of the capital conservation buffer by the local regulator. The decline in capitalisation was
primarily driven by a material increase in risk-weighted assets because of the introduction, in 2018, of Basel II capital computation
requirements for additional risk weights to account for market and operational risk, as well as the bank’s rapid credit growth.
We expect BCDC to increase its Tier 1 capital ratio to 12.0% by 2021, primarily via retained earnings and capital issuances (core capital
or additional Tier 1). As of year-end 2019, the DRC banks have to comply with Tier 1 capital of minimum 7.5% and a total capital
adequacy ratio of minimum 10%. BCDC reported a 9.6% Basel I Tier 1 ratio and a 12% Basel I capital adequacy ratio as of year-end
2018.
As of December 2018, BCDC's tangible common equity/risk-weighted assets ratio (TCE ratio) declined significantly to a modest 10.3%,
from 15.4% as of December 2017. BCDC’s shareholders' equity/total assets stood at 11.4% as of year-end 2018, higher than the 9.7%
median for banks with caa2 BCA.
In the DRC, banks’ core capital (issued and held in local currency as per the local regulation) is sensitive to a depreciation of the local
currency, as such a depreciation would mechanically reduce core capitalisation ratios, given the fact that the bulk of the banks' assets
are in foreign currency. The Congolese franc, the local currency, depreciated by around 43% between 2015 and 2018.
Sound deposit-based funding
We expect BCDC to remain primarily deposit-funded, with customer deposits representing 79% of its assets as of December 2018. The
solid deposit base reflects BCDC’s strong and established corporate franchise. In addition, the change in the local mining code, requiring
mining companies to keep a larger portion of their profit in the country, will contribute to deposit growth in 2019. We expect a deposit
growth rate of around 20% in 2019, higher than the growth in loans.
BCDC has low reliance on market funding, which is credit positive. In 2017, the bank entered into a foreign-currency swap transaction
with the local central bank to raise Congolese francs (against US dollars) to be used for constituting the bank’s reserve requirement.
This reflects the local regulation that requires banks to constitute a reserve requirement in local currency amid a dollar denominated
deposit market with limited local-currency liquidity. As of year-end 2018, BCDC’s market funds/tangible banking assets stood at a low
4.5%.
However, similar to that of other banks in the DRC, BCDC’s funding will remain vulnerable to tail risk despite its deposit-based nature.
The tail risk reflects the fragile depositor confidence (following previous hyperinflation periods and past bank failures), the asset/liability
maturity mismatches, as well as the high dollarisation ratio (90% of the bank's deposits are denominated in foreign currency), which
limits the central bank's capacity to provide foreign-currency liquidity to banks in case of need.
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High liquid resources
We expect BCDC to maintain high liquid resources. BCDC's high liquidity primarily reflects its limited lending opportunities in the
country, given the scarcity of creditworthy private-sector borrowers. The liquidity also reflects the bank's preference for holding a large
portion of its assets in liquid form, given the fragile depositor confidence in the system.
As of December 2018, the bank's liquid banking assets/tangible banking assets was 49.6%, compared with 51.6% as of December 2017.
BCDC’s liquid assets ratio is significantly higher than the 27% global median of banks with a caa2 BCA. The bank’s liquid assets are held
in the form of deposits with international banks (34% of total assets), the local central bank (8% of total assets) and in cash (8% of
total assets).
BCDC's low gross loans-to-deposit ratio, at 59% as of December 2018, also reflected the liquid nature of its balance sheet. As of
December 2018, BCDC’s liquidity coverage ratio stood at 148%.

Support and structural considerations
Government support
BCDC's Caa2 deposit rating does not incorporate any government support uplift from the bank's caa2 BCA. This reflects our assessment
of a low probability of government support in case of need, given the DRC’s limited capacity and limited track record of supporting
banks during times of stress in the past.
Counterparty Risk Ratings (CRRs)
CRRs are opinions of the ability of entities to honour the uncollateralised portion of non-debt counterparty financial liabilities (CRR
liabilities) and also reflect the expected financial losses in the event such liabilities are not honoured. CRR liabilities typically relate
to transactions with unrelated parties. CRRs are distinct from ratings assigned to senior unsecured debt instruments and from issuer
ratings because they reflect that, in the event of a resolution, CRR liabilities might benefit from preferential treatment compared with
senior unsecured debt. Examples of CRR liabilities include the uncollateralised portion of payables arising from derivative transactions
and the uncollateralised portion of liabilities under sale and repurchase agreements.
BCDC's local and foreign-currency CRRs are positioned at Caa1/NP

Counterparty Risk (CR) Assessment
The CR Assessment is an opinion of how counterparty obligations are likely to be treated if a bank fails and are distinct from debt and
deposit ratings in that they (1) consider only the risk of default rather than the likelihood of default and the expected financial loss
suffered in the event of default and (2) apply to counterparty obligations and contractual commitments rather than debt or deposit
instruments. The CR Assessment is an opinion of the counterparty risk related to a bank's covered bonds, contractual performance
obligations (servicing), derivatives (for example, swaps), letters of credit, guarantees and liquidity facilities.
BCDC's CR Assessment is positioned at Caa1(cr)/NP(cr)

BCDC's CR Assessment is typically one notch higher than the deposit rating, reflecting our view that authorities are likely to honour the
operating obligations the CR Assessment refers to preserve a bank's critical functions and reduce the potential for contagion.
Sources of facts and figures cited in this report
Unless noted otherwise, we have sourced data relating to systemwide trends and market shares from the central bank. The global
medians quoted in the report are updated using the most recent financial data for banks that we rate. Bank-specific figures originate
from the banks' reports and Moody's Analytics Harmonisation and Sharing. All figures are based on our own chart of account and
may be adjusted for analytical purposes. Please refer to the document Financial Statement Adjustments in the Analysis of Financial
Institutions, published on 9 August 2018.

Methodology and scorecard
About Moody's Bank Scorecard
Our scorecard is designed to capture, express and explain in summary form our Rating Committee's judgement. When read in
conjunction with our research, a fulsome presentation of our judgement is expressed. As a result, the output of our scorecard
may materially differ from that suggested by raw data alone (though it has been calibrated to avoid the frequent need for strong
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divergence). The scorecard output and the individual scores are discussed in rating committees and may be adjusted up or down to
reflect conditions specific to each rated entity.
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Rating methodology and scorecard factors
Exhibit 3

Banque Commerciale Du Congo S.A.
Macro Factors
Weighted Macro Profile

Very
Weak -

100%

Factor
Solvency
Asset Risk
Problem Loans / Gross Loans

Historic
Ratio

Initial
Score

Expected
Trend

Assigned Score

Key driver #1

Key driver #2

-

-

-

caa1

Quality of assets

Collateral and
provisioning coverage

-

-

-

caa3

Capital
Tangible Common Equity / Risk Weighted Assets
(Basel I)
Profitability
Net Income / Tangible Assets
Combined Solvency Score
Liquidity
Funding Structure
Market Funds / Tangible Banking Assets

-

caa3

-

caa2
caa2

4.5%

caa1

←→

caa1

Liquid Resources
Liquid Banking Assets / Tangible Banking Assets

49.6%

caa1

←→

caa1

Combined Liquidity Score
Financial Profile
Qualitative Adjustments
Business Diversification
Opacity and Complexity
Corporate Behavior
Total Qualitative Adjustments
Sovereign or Affiliate constraint
Scorecard Calculated BCA range
Assigned BCA
Affiliate Support notching
Adjusted BCA
Instrument Class

caa1

Loss Given
Failure notching

Counterparty Risk Rating
Counterparty Risk Assessment
Deposits

1
1
0

caa1
caa2
Adjustment
0
0
0
0
Caa1
caa1 - caa3
caa2
0
caa2

Additional Preliminary Rating
notching
Assessment
0
0
0

caa1
caa1 (cr)
caa2

Government
Support notching

Local Currency
Rating

0
0
0

Caa1
Caa1(cr)
Caa2

Foreign
Currency
Rating
Caa1
Caa2

[1]Where dashes are shown for a particular factor (or sub-factor), the score is based on non-public information.
Source: Moody’s Investors Service

Ratings
Exhibit 4

Category
BANQUE COMMERCIALE DU CONGO S.A.

Moody's Rating

Outlook
Counterparty Risk Rating
Bank Deposits
Baseline Credit Assessment
Adjusted Baseline Credit Assessment
Counterparty Risk Assessment

Stable
Caa1/NP
Caa2/NP
caa2
caa2
Caa1(cr)/NP(cr)

Source: Moody's Investors Service
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