
Moody's upgrades Bank of Cyprus' and Hellenic Bank's long-term deposit ratings 
to Baa3, from Ba1, with positive outlook            
Rating Action: 

03 Oct 2023

Limassol, October 03, 2023 -- Moody's Investors Service ("Moody's") has today upgraded Bank of Cyprus Public 
Company Limited's (Bank of Cyprus) and Hellenic Bank Public Company Ltd's (Hellenic Bank) ratings, including their
long-term deposit ratings to Baa3 from Ba1 and their Baseline Credit Assessments (BCAs) and Adjusted BCAs to ba2
from ba3.

The outlook on the two banks' long-term deposit and senior unsecured debt ratings is positive.

The main driver for today's rating upgrade is the continued resilience of the Cypriot economy and credit conditions, 
which are leading to supportive operating conditions for Cypriot banks. This has led Moody's to raise its Macro Profile
score for Cyprus  to "Moderate", from "Moderate-".

The rating action also captures the continued improvements in Cypriot banks' individual solvency profiles, with further 
gradual improvements in asset quality and capital metrics, and a significant strengthening in banks' core profitability.

The positive outlooks reflect Moody's expectations that the two banks will maintain solid profitability and capital metrics,
and will continue to reduce legacy asset quality risks, countering any new nonperforming loans (NPL) that may stem
from the higher interest rate environment and still-high inflation.

A full list of affected ratings can be found at the end of this press release.

RATINGS RATIONALE

CYPRUS' MACRO PROFILE WAS RAISED TO MODERATE, FROM MODERATE -

The main rating driver for today's upgrades is the strengthened resilience of the Cypriot economy and bank credit 
conditions leading to a more supportive operating environment for the country's banks.

The Cypriot economy continues to be resilient despite significant external shocks, the latest being the Russia-Ukraine 
military conflict and related sanctions, and Moody's expects GDP growth of 2.3% in 2023 and 2.8% in 2024 for 
Cyprus, which is higher than the rating agency's forecast for the euro area (0.7% in 2023 and 1.2% in 2024). Moody's 
also expects solid medium-term GDP growth of 3.2% on average over 2025-27 supported by significant foreign direct 
investment projects and investments, with investments and growth further underpinned by sizeable European Union 
funds and the related reforms spelt out in Cyprus' national recovery and resilience plans.

At the same time, while residual asset risks remain, in the context of still elevated NPLs, the higher interest rate 
environment and still-high inflation, initial indications are of a limited impact on the Cypriot banks' asset quality profile as
banks continue to resolve their legacy asset quality issues leading to further improvements in asset quality metrics in 
the last few quarters.

As a consequence, Moody's has increased Cyprus' macro profile score by one notch to "Moderate", which in turn 
translates into upward pressure on rated banks' standalone credit profiles.
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BANK-SPECIFIC RATING DRIVERS

BANK OF CYPRUS

--- Rationale for Upgrade

The upgrade of Bank of Cyprus' long-term ratings and assessments reflects Cyprus' higher Macro profile of 
"Moderate", underpinned by the resilience of the Cypriot economy and overall credit conditions, that is in turn reducing
risks to the bank's credit profile.

The higher ratings also reflect continued gradual improvements in asset quality and capital metrics, and a significant 
strengthening in the bank's core profitability. Reported nonperforming exposures (NPEs) declined to 3.6% of gross
loans as of June 2023, from 4.0% as of December 2022, and the bank strengthened its coverage to 78% of NPEs as
of June 2023. Bank of Cyprus reported a Common Equity Tier 1 (CET1) capital ratio of 16.0% as of June 2023 (which
incorporates dividend accruals and the reviewed results for the first half of 2023), up from 15.2% as of year-end 2022, 
the highest level in recent years. Finally, reported net income to tangible assets strengthened materially to 1.6% during
the first six months of 2023, from 0.5% during 2022, supported by the higher interest rate environment and the bank's 
cost cutting initiatives.

--- Rationale for Positive Outlook

The positive outlook on the long-term deposit and senior unsecured debt ratings reflects Moody's expectation that 
residual asset-quality risks will continue to recede as the bank continues to reduce its stock of foreclosed real estate
assets, as the bank maintains solid profitability and capital metrics, and as asset quality metrics remain resilient to the 
higher inflation and interest rate environment.

Bank of Cyprus' Baa3 long-term deposit ratings continue to be placed two notches above its ba2 BCA, driven by the 
current protection afforded to depositors from more loss-absorbing junior securities. The positive outlook on the long-
term deposit ratings also takes into account that potential future debt issuances by the bank and evolution of its 
balance sheet could provide a higher buffer for depositors.

HELLENIC BANK

--- Rationale for Upgrade

The upgrade of Hellenic Bank's long-term ratings and assessments reflects Cyprus' higher Macro profile of
"Moderate", underpinned by the resilience of the Cypriot economy and overall credit conditions, that is in turn reducing
risks to the bank's credit profile.

The higher ratings also reflect continued gradual improvements in asset quality and capital metrics, and a significant 
strengthening in the bank's core profitability. Hellenic Bank's NPEs dropped to 3.3% of gross loans as of June 2023,
excluding NPEs that are 90% guaranteed by the government, from 3.6% as at year-end 2022, adjusted for its latest 
NPE sale. Hellenic Bank's CET1 ratio was at a high 20.8% as of June 2023, up from 19.1% as of year-end 2022. Net 
income to tangible assets also strengthened significantly to 1.6% during the first six months of 2023, from 0.4% during
2022, supported by the higher interest rate environment and the bank's cost cutting initiatives.

--- Rationale for Positive Outlook

The positive outlook on the long-term deposit and senior unsecured debt ratings reflects Moody's expectation that the 
bank will maintain solid profitability and capital metrics, as asset quality metrics remain broadly stable in spite of the
higher interest rate environment and still-high inflation that is weighing on borrowers' loan repayment capacity.

FACTORS THAT COULD LEAD TO AN UPGRADE OR DOWNGRADE OF THE RATINGS



Bank of Cyprus' ratings could be upgraded if the bank maintains solid profitability and capital metrics, it reduces its 
stock of real estate property and it mitigates the impact of any weaker borrower repayment capacity on its asset-qualit
metrics. Bank of Cyprus' deposit ratings could also benefit from increased future debt issuances or from a shrinking of 
its balance sheet, which significantly raise the buffers available to absorb losses.

Given the positive outlook, it is unlikely that there will be a downgrade in Bank of Cyprus' ratings. The positive outlook 
on the bank's ratings may be changed to stable if Moody's determines that recent asset quality improvements will
reverse, the current operating environment will weaken or if the rating agency determines that solid profitability metrics 
are not sustainable.

Hellenic Bank's ratings could be upgraded if the bank manages to maintain solid profitability, by further enhancing 
operational efficiencies, growing its lending sustainably and increasing other sources of revenue to counter its high 
reliance on net interest income. Sustaining recent NPE improvements, improving its NPE coverage ratio and 
maintaining solid capital levels are also important for an upgrade.

Given the potential acquisition of a majority stake in Hellenic Bank by Greece's Eurobank S.A., the ratings may also b
impacted by any upgrade to Eurobank S.A.'s BCA (ba2, deposit rating of Baa3, with a positive outlook).

Given the positive outlook, it is unlikely that there will be a downgrade in Hellenic Bank's ratings. The positive outlook 
on the bank's ratings may be changed to stable if Moody's expects that recent asset quality improvements will reverse
or that the operating environment will weaken, or if the rating agency determines that solid profitability metrics are not 
sustainable.

LIST OF AFFECTED RATINGS

..Issuer: Bank of Cyprus Holdings Public Ltd Company

Outlook Actions:

....No Outlook

Upgrades:

....Subordinate Medium-Term Note Program (Foreign Currency), Upgraded to (P)Ba3 from (P)B1        

....Subordinate Medium-Term Note Program (Local Currency), Upgraded to (P)Ba3 from (P)B1           

.... Senior Unsecured Medium-Term Note Program (Foreign Currency), Upgraded to (P)Ba2 from (P)Ba3          

.... Senior Unsecured Medium-Term Note Program (Local Currency), Upgraded to (P)Ba2 from (P)Ba3            

....Pref. Stock Non-cumulative (Local Currency), Upgraded to B2 (hyb) from B3 (hyb)                  

....Subordinate Regular Bond/Debenture (Local Currency), Upgraded to Ba3 from B1            

..Issuer: Bank of Cyprus Public Company Limited

Outlook Actions:

....Outlook, Remains Positive

Upgrades:



.... Adjusted Baseline Credit Assessment, Upgraded to ba2 from ba3

.... Baseline Credit Assessment, Upgraded to ba2 from ba3

.... ST Counterparty Risk Assessment, Upgraded to P-2(cr) from P-3(cr)

.... LT Counterparty Risk Assessment, Upgraded to Baa2(cr) from Baa3(cr)

.... ST Counterparty Risk Rating (Foreign Currency), Upgraded to P-2 from P-3

.... ST Counterparty Risk Rating (Local Currency), Upgraded to P-2 from P-3

.... LT Counterparty Risk Rating (Foreign Currency), Upgraded to Baa2 from Baa3

.... LT Counterparty Risk Rating (Local Currency), Upgraded to Baa2 from Baa3

.... ST Bank Deposits (Foreign Currency), Upgraded to P-3 from NP

.... ST Bank Deposits (Local Currency), Upgraded to P-3 from NP

....LT Bank Deposits (Foreign Currency), Upgraded to Baa3 POS from Ba1 POS

....LT Bank Deposits (Local Currency), Upgraded to Baa3 POS from Ba1 POS

....Senior Unsecured Medium-Term Note Program (Local Currency), Upgraded to (P)Ba2 from (P)Ba3           

....Senior Unsecured Medium-Term Note Program (Foreign Currency), Upgraded to (P)Ba2 from (P)Ba3                   

.... Junior Senior Unsecured Medium-Term Note Program (Local Currency), Upgraded to (P)Ba2 from (P)Ba3             

.... Junior Senior Unsecured Medium-Term Note Program (Foreign Currency), Upgraded to (P)Ba2 from (P)Ba3         
     

....Senior Unsecured Regular Bond/Debenture (Local Currency), Upgraded to Ba2 POS from Ba3 POS              

..Issuer: Hellenic Bank Public Company Ltd

Outlook Actions:

....Outlook, Remains Positive

Upgrades:

.... Adjusted Baseline Credit Assessment, Upgraded to ba2 from ba3

.... Baseline Credit Assessment, Upgraded to ba2 from ba3

.... ST Counterparty Risk Assessment, Upgraded to P-2(cr) from P-3(cr)

.... LT Counterparty Risk Assessment, Upgraded to Baa2(cr) from Baa3(cr)

.... ST Counterparty Risk Rating (Foreign Currency), Upgraded to P-2 from P-3

.... ST Counterparty Risk Rating (Local Currency), Upgraded to P-2 from P-3



.... LT Counterparty Risk Rating (Foreign Currency), Upgraded to Baa2 from Baa3

.... LT Counterparty Risk Rating (Local Currency), Upgraded to Baa2 from Baa3

.... ST Bank Deposits (Foreign Currency), Upgraded to P-3 from NP

.... ST Bank Deposits (Local Currency), Upgraded to P-3 from NP

....LT Bank Deposits (Foreign Currency), Upgraded to Baa3 POS from Ba1 POS

....LT Bank Deposits (Local Currency), Upgraded to Baa3 POS from Ba1 POS

....Subordinate Medium-Term Note Program (Foreign Currency), Upgraded to (P)Ba3 from (P)B1           

....Subordinate Medium-Term Note Program (Local Currency), Upgraded to (P)Ba3 from (P)B1                

....Senior Unsecured Medium-Term Note Program (Foreign Currency), Upgraded to (P)Ba2 from (P)Ba3        

....Senior Unsecured  Medium-Term Note Program (Local Currency), Upgraded to (P)Ba2 from (P)Ba3            

....Junior Senior Unsecured Medium-Term Note Program (Local Currency), Upgraded to (P)Ba2 from (P)Ba3            

....Junior Senior Unsecured Medium-Term Note Program (Foreign Currency), Upgraded to (P)Ba2 from (P)Ba3           
 

....Subordinate Regular Bond/Debenture (Local Currency), Upgraded to Ba3 from B1                        

....Senior Unsecured Regular Bond/Debenture (Local Currency), Upgraded to Ba2 POS from Ba3 POS      

PRINCIPAL METHODOLOGY

The principal methodology used in these ratings was Banks Methodology published in July 2021 and available at 
. Alternatively, please see the Rating Methodologies page on 

 for a copy of this methodology.
https://ratings.moodys.com/rmc-documents/71997
https://ratings.moodys.com

REGULATORY DISCLOSURES

For further specification of Moody's key rating assumptions and sensitivity analysis, see the sections Methodology 
Assumptions and Sensitivity to Assumptions in the disclosure form. Moody's Rating Symbols and Definitions can be 
found on . https://ratings.moodys.com/rating-definitions

For ratings issued on a program, series, category/class of debt or security this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series, 
category/class of debt, security or pursuant to a program for which the ratings are derived exclusively from existing 
ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this announcement 
provides certain regulatory disclosures in relation to the credit rating action on the support provider and in relation to 
each particular credit rating action for securities that derive their credit ratings from the support provider's credit rating. 
For provisional ratings, this announcement provides certain regulatory disclosures in relation to the provisional rating 
assigned, and in relation to a definitive rating that may be assigned subsequent to the final issuance of the debt, in 
each case where the transaction structure and terms have not changed prior to the assignment of the definitive rating
in a manner that would have affected the rating. For further information please see the issuer/deal page for the 
respective issuer on .https://ratings.moodys.com

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this credit rating



action, and whose ratings may change as a result of this credit rating action, the associated regulatory disclosures will 
be those of the guarantor entity. Exceptions to this approach exist for the following disclosures, if applicable to 
jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated entity.

The ratings have been disclosed to the rated entity or its designated agent(s) and issued with no amendment resulting
from that disclosure.

These ratings are solicited. Please refer to Moody's Policy for Designating and Assigning Unsolicited Credit Ratings 
available on its website .https://ratings.moodys.com

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating 
outlook or rating review.

Moody's general principles for assessing environmental, social and governance (ESG) risks in our credit analysis can 
be found at .https://ratings.moodys.com/documents/PBC_1355824

The Global Scale Credit Rating on this Credit Rating Announcement was issued by one of Moody's affiliates outside
the UK and is endorsed by Moody's Investors Service Limited, One Canada Square, Canary Wharf, London E14 5FA
under the law applicable to credit rating agencies in the UK. Further information on the UK endorsement status and on
the Moody's office that issued the credit rating is available on .https://ratings.moodys.com

Please see https://ratings.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the issuer/deal page on https://ratings.moodys.com for additional regulatory disclosures for each credit 
rating.
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