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DBRS Morningstar Conrms Kommunalkredit Austria AG at BBB,
Stable Trend
BANKING ORGANIZATIONS

DBRS Ratings GmbH (DBRS Morningstar) has conrmed the ratings of Kommunalkredit Austria AG (KA or the Bank), including the

Long-Term Issuer Rating at BBB and the Short-Term Issuer Rating at R-2 (high). The Stable trend for all ratings has been maintained.

The Intrinsic Assessment (IA) for the Bank remains BBB, while the Support Assessment remains SA3.

KEY RATING CONSIDERATIONS

The BBB IA reects KA’s franchise in Infrastructure and Energy (I&E), utility and corporate nance as well as a solid business in public

nance. KA operates the I&E business as an “originate and collaborate” model, whereby the Bank originates assets, which are then

retained on balance sheet, syndicated to institutional investors or channelled to KA's infrastructure fund. The IA also takes into

consideration that management has consistently executed targets laid out in its strategic initiatives and that protability has

improved. The Bank continues to have zero non-performing loans reecting the high quality of the public sector portfolio, and the

well managed risk of the private sector lending book. DBRS Morningstar generally considers infrastructure assets as more resilient

during times of crisis, but we will continue to monitor credit performance closely given the lumpy nature of some of the I&E lending

before syndication, the increasing weight of I&E assets in KA’s overall portfolio, and the deteriorating economic environment. Funding

sources are well diversied between a solid deposit base and various wholesale market instruments, while liquidity and capital ratios

remain robust. We expect the Bank to strengthen its capital base in order to facilitate further growth plans.

The Stable trend takes into consideration DBRS Morningstar’s view that the deteriorating economic outlook should not be

detrimental to the Bank’s revenues. New business volumes were strong in 2021 and in H1 2022, and are expected to support

revenues going forward. Demand for ESG assets and the need to replace Russian energy supplies should also be supportive of the

I&E market.

The current IA is positioned below the DBRS Morningstar Intrinsic Assessment range (IAR). The IAR incorporates the strong 2021

and H1 2022 results, which have been partly affected by a number of factors that may not be recurring, such as gains from debt

repurchases and valuation gains as a result of the increase in interest rates. Also, KA is a small, specialised Bank with a relatively

short operating track record with limited revenue diversication, and these are not fully reected in the Scorecard and Grids. In order

to take advantage of the current market opportunities, the Bank plans further growth, which are likely to lead to more diversied

earnings streams and reduced balance sheet risk in the future, but entail some execution risk in the interim. We will be monitoring

the progress made, especially with regards to the Bank’s recurring revenue growth and the strengthening of the Bank’s capital base. 

RATING DRIVERS

Longer-term sustainable improvement in recurring protability while maintaining solid asset quality, liquidity and capital ratios would

lead to a rating upgrade. A well-executed expansion of the Bank’s franchise supporting earnings diversication would also support

positive rating momentum.



A marked deterioration in asset quality, especially in relation to larger exposures, resulting in a weakening of capital ratios would lead

to a downgrade. Evidence of the Bank facing signicant challenges in syndicating risk or weakness in executing future growth plans

would also lead to a downgrade.

RATING RATIONALE 

Franchise Combined Building Block (BB) Assessment: Weak 

KA mainly nances assets related to I&E along with a growing loan book in the utility and corporate segment in addition to a public

nance business. The Bank has established an “originate and collaborate” model for I&E nance assets, whereby the Bank

underwrites I&E assets that are held on balance sheet, syndicated or placed with its infrastructure investment platform Fidelio. The

Bank is well established, ranking among the top 20 originators in the European I&E nance market. Its relatively small size allows the

Bank to remain nimble and less dependent on movements in the overall market. However, DBRS Morningstar also notes the high

concentration in only two main business lines, and the Bank’s relatively short operating track record. As part of its medium-term

strategy, the Bank aims to grow its capital base in order to capture a larger share of the market and allow KA to gradually participate

in larger deals. In addition to its asset management platform, KA also plans to expand in ESG advisory, M&A advisory and structured

export nance, mainly withing the perimeter of its existing clients and expertise. As a result, we expect the contribution of fee income

to gradually increase and become more diverse over time. In terms of nancial ambitions KA targets a medium-term ROE in excess

of 10% and a CET1 ratio of ca. 15%.

Earnings Combined Building Block (BB) Assessment: Good

DBRS Morningstar views KA’s earnings power as solid. With ROEs of 14.1% and 22.2% respectively 2021 and H1 2022 results

were strong, but partly driven by individual situations such as gains from debt repurchases, valuation gains from rising rates as well

as gains on a small number of transactions. In 2021, the lending portfolio grew by 7.2% YoY, however, net interest income (NII)

growth of 2.3% was more moderate due to a high level of renancing activity during 2021 and most of the volume growth occurring

towards the end of the year. Fee income increased by 3.2%. In H1 2022 KA reported a net prot of EUR 39.1 million, up from EUR

18.6 million in H1 2021, driven mostly by an increase in net interest income, which benetted from loans purchased at a steep

discount and balance sheet growth, and a EUR 8.7 million restructuring gain, supported by fee income growth of 9%. DBRS

Morningstar notes that KA has consistently grown revenues since 2017 while maintaining strict cost discipline, and expects positive

underlying revenue momentum going forward supported by factors such as balance sheet growth, margin improvement, increasing

underwriting volumes, one-off restructuring opportunities as well as new business initiatives especially in advisory, structured export

nance and development equity. At the same time we expect management to keep its focus on costs in order to achieve its medium-

term ROE target in excess of 10%.

Risk Combined Building Block (BB) Assessment: Strong / Good 

KA’s asset quality remained strong with zero impaired loans as of H1 2022, reecting the high quality of KA’s public sector portfolio

and the strong asset quality metrics of the private sector portfolio (I&E lending, utilities and corporates), supported by the general

resilience of infrastructure assets, prudent underwriting, and proactive risk management. The private sector loan portfolio accounted

for 65% of the total EUR 3.7 billion loan portfolio from 45% at end-2018. In DBRS Morningstar’s view the high credit concentrations

in the private sector lending portfolio along with syndication risk represent the main risks for KA, although the latter is partly

mitigated by the Bank’s growing asset management platform Fidelio, which has absorbed an increasing part of assets originated.

DBRS Morningstar notes that the management team has been growing, but still sees key man risk as a challenge for the Bank. We



also note that KA has ambitious growth plans for the future, which are likely to lead to more diversied earnings streams and

reduced balance sheet risk, but entail execution and operational risks in the interim.

Funding and Liquidity Combined Building Block (BB) Assessment: Strong / Good

In DBRS Morningstar’s view KA has an increasingly diversied funding prole comprising a signicant deposit base, covered bonds,

unsecured debt, AT1 capital and central bank funding. Public sector covered bonds remain a signicant funding source for KA,

funding the public nance portfolio. The Bank also participated in TLTRO III, which stood at EUR 412 million at end-June 2022.

Customer deposits represent the largest part (43%) of the Bank’s total funding, and funded 73% of private sector loans (I&E

projects, utilities and corporates) in H1 2022. DBRS Morningstar notes that the bulk of these are term deposits. KA has a robust

liquidity prole with a liquidity position of EUR 773 million at end-H1 2022, including EUR 128 million of high quality liquid assets

(HQLA), and EUR 644 million of cash, cash equivalents and balances with central banks, well in excess of total debt maturities till

end-2023. At end-H1 2022, the Bank’s Liquidity Coverage Ratio (LCR) was 276% and the Net Stable Funding Ratio (NSFR) was also

solid at 120%. 

Capitalisation Combined Building Block (BB) Assessment: Strong / Good

At the Bank level, KA reported a CET1 ratio (Austrian GAAP) of 14.7% at end-H1 2022, down from 17.3% at year-end and 20.3% at

end-2020 due to a signicant increase in risk-weighted assets (RWA) to EUR 2.4 billion at end-H1 2022 from EUR 2.0 billion at

end-2021 and EUR 1.7 billion at end-2020 and lower earnings retention in 2021, while H1 2022 retained earnings are not yet

reected in capital. Nevertheless, this still represents a 580 basis point cushion over regulatory minimum requirements. DBRS

Morningstar notes that KA’s capital ratios can uctuate due to its origination and syndication activities. KA also reported Tier 1 capital

ratio of 17.3%, a total capital ratio of 19.2% and a leverage ratio of 8.1% at end-H1 2022. All ratios are well above regulatory

minimum requirements. KA is targeting to maintain a Tier 1 ratio exceeding 15% over the long-term and a CET 1 ratio of ca.15%. In

DBRS Morningstar’s view, maintaining solid capital ratios will be important to balance the credit risk concentrations and syndication

risk as well as the relative illiquidity of the nanced assets.

Further details on the Scorecard Indicators and Building Block Assessments can be found at https://www.dbrsmorningstar.com/

research/403282.

ENVIRONMENTAL, SOCIAL, GOVERNANCE CONSIDERATIONS 

There were no Environmental/ Social/ Governance factors that had a signicant or relevant effect on the credit analysis 

A description of how DBRS Morningstar considers ESG factors within the DBRS Morningstar analytical framework can be found in

the DBRS Morningstar Criteria: Approach to Environmental, Social, and Governance Risk Factors in Credit Ratings at https://

www.dbrsmorningstar.com/research/396929/dbrs-morningstar-criteria-approach-to-environmental-social-and-governance-risk-

factors-in-credit-ratings (17 May 2022).

Notes:

All gures are in EUR unless otherwise noted. 

The principal methodology is the Global Methodology for Rating Banks and Banking Organisations (23 June 2022) https://

www.dbrsmorningstar.com/research/398692/global-methodology-for-rating-banks-and-banking-organisations. Other applicable

methodologies include the DBRS Morningstar Criteria: Approach to Environmental, Social, and Governance Risk Factors in Credit

Ratings (17 May 2022) https://www.dbrsmorningstar.com/research/396929/dbrs-morningstar-criteria-approach-to-
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environmental-social-and-governance-risk-factors-in-credit-ratings 

The sources of information used for this rating include Morningstar Inc. and Company Documents, KA’s Annual Reports 2017-2021,

KA’s Interim Report H1 2022. KA’s Disclosure Report H1 2022. DBRS Morningstar considers the information available to it for the

purposes of providing this rating to be of satisfactory quality.

DBRS Morningstar does not audit the information it receives in connection with the rating process, and it does not and cannot

independently verify that information in every instance. 

The conditions that lead to the assignment of a Negative or Positive trend are generally resolved within a 12-month period. DBRS

Morningstar's outlooks and ratings are under regular surveillance.

For further information on DBRS Morningstar historical default rates published by the European Securities and Markets Authority

(ESMA) in a central repository, see: https://cerep.esma.europa.eu/cerep-web/statistics/defaults.xhtml. DBRS Morningstar

understands further information on DBRS Morningstar historical default rates may be published by the Financial Conduct Authority

(FCA) on its webpage: https://www.fca.org.uk/rms/credit-rating-agencies.

The sensitivity analysis of the relevant key rating assumptions can be found at: https://www.dbrsmorningstar.com/research/403286.

This rating is endorsed by DBRS Ratings Limited for use in the United Kingdom.

Lead Analyst: Sonja Förster, Vice President – Global Financial Institutions Group

Rating Committee Chair: Elisabeth Rudman - Managing Director, Head of European FIG - Global FIG

Initial Rating Date: September 30, 2015

Last Rating Date: October 4, 2021

DBRS Ratings GmbH

Neue Mainzer Straße 75

Tel. +49 (69) 8088 3500

60311 Frankfurt am Main Deutschland

Geschäftsführer: Detlef Scholz

Amtsgericht Frankfurt am Main, HRB 110259

For more information on this credit or on this industry, visit www.dbrsmorningstar.com. 
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Kommunalkredit Austria AG

Date Issued Debt Rated Action Rating Trend Attributes

30-Sep-22 Long-Term Issuer Rating Conrmed BBB Stb EU  U  

30-Sep-22 Short-Term Issuer Rating Conrmed R-2 (high) Stb EU  U  

30-Sep-22 Long-Term Senior Debt Conrmed BBB Stb EU  U  

https://www.dbrsmorningstar.com/research/396929/dbrs-morningstar-criteria-approach-to-environmental-social-and-governance-risk-factors-in-credit-ratings
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Date Issued Debt Rated Action Rating Trend Attributes

30-Sep-22 Short-Term Debt Conrmed R-2 (high) Stb EU  U  

30-Sep-22 Short-Term Deposits Conrmed R-2 (high) Stb EU  U  

30-Sep-22 Long-Term Deposits Conrmed BBB Stb EU  U  

ALL DBRS RATINGS ARE SUBJECT TO DISCLAIMERS AND CERTAIN LIMITATIONS. PLEASE READ THESE DISCLAIMERS AND

LIMITATIONS. ADDITIONAL INFORMATION REGARDING DBRS RATINGS, INCLUDING DEFINITIONS, POLICIES AND

METHODOLOGIES, ARE AVAILABLE ON WWW.DBRSMORNINGSTAR.COM.

Contacts

Sonja Förster

Vice President - Global Financial Institutions Group

+49 69 8088 3510

sonja.forster@dbrsmorningstar.com 

Elisabeth Rudman

Managing Director, Head of European FIG - Global FIG

+44 20 7855 6655

elisabeth.rudman@dbrsmorningstar.com 

https://www.dbrsmorningstar.com/disclaimer/
https://www.dbrsmorningstar.com/disclaimer/
https://www.dbrsmorningstar.com
mailto:sonja.forster@dbrsmorningstar.com
mailto:sonja.forster@dbrsmorningstar.com
mailto:elisabeth.rudman@dbrsmorningstar.com
mailto:elisabeth.rudman@dbrsmorningstar.com
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no responsibility or liability whatsoever for the actions of third parties in this respect. For more information on regulatory registrations, recognitions and approvals

of the DBRS Morningstar group of companies, please see: https://www.dbrsmorningstar.com/research/highlights.pdf. 

The DBRS Morningstar group of companies are wholly-owned subsidiaries of Morningstar, Inc. © 2022 DBRS Morningstar. All Rights Reserved. 

The information upon which DBRS Morningstar credit ratings and other types of credit opinions and reports are based is obtained by DBRS Morningstar from

sources DBRS Morningstar believes to be reliable. DBRS Morningstar does not audit the information it receives in connection with the analytical process, and it

does not and cannot independently verify that information in every instance. The extent of any factual investigation or independent verication depends on facts and

circumstances. DBRS Morningstar credit ratings, other types of credit opinions, reports and any other information provided by DBRS Morningstar are provided "as

is" and without representation or warranty of any kind and DBRS Morningstar assumes no obligation to update any such ratings, opinions, reports or other

information. DBRS Morningstar hereby disclaims any representation or warranty, express or implied, as to the accuracy, timeliness, completeness, merchantability,

tness for any particular purpose or non-infringement of any of such information. In no event shall DBRS Morningstar or its directors, ofcers, employees,

independent contractors, agents, afliates and representatives (collectively, DBRS Morningstar Representatives) be liable (1) for any inaccuracy, delay, loss of data,

interruption in service, error or omission or for any damages resulting therefrom, or (2) for any direct, indirect, incidental, special, compensatory or consequential
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or contingency within or outside the control of DBRS Morningstar or any DBRS Morningstar Representative, in connection with or related to obtaining, collecting,

compiling, analyzing, interpreting, communicating, publishing or delivering any such information. IN ANY EVENT, TO THE EXTENT PERMITTED BY LAW, THE

AGGREGATE LIABILITY OF DBRS MORNINGSTAR AND THE DBRS MORNINGSTAR REPRESENTATIVES FOR ANY REASON WHATSOEVER SHALL NOT EXCEED
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IMMEDIATELY PRECEDING THE EVENT GIVING RISE TO LIABILITY, AND (B) U.S. $100. DBRS Morningstar does not act as a duciary or an investment advisor.

DBRS Morningstar does not provide investment, nancial or other advice. 

Credit ratings, other types of credit opinions and other analysis and research issued by DBRS Morningstar (a) are, and must be construed solely as, statements of

opinion and not statements of fact as to credit worthiness, investment, nancial or other advice or recommendations to purchase, sell or hold any securities; (b) do

not take into account your personal objectives, nancial situations or needs; (c) should be weighed, if at all, solely as one factor in any investment or credit decision;

(d) are not intended for use by retail investors; and (e) address only credit risk and do not address other investment risks, such as liquidity risk or market volatility

risk. Accordingly, credit ratings, other types of credit opinions and other analysis and research issued by DBRS Morningstar are not a substitute for due care and

the study and evaluation of each investment decision, security or credit that one may consider making, purchasing, holding, selling, or providing, as applicable. 

A report with respect to a DBRS Morningstar credit rating or other credit opinion is neither a prospectus nor a substitute for the information assembled, veried

and presented to investors by the issuer and its agents in connection with the sale of the securities. 

DBRS Morningstar may receive compensation for its credit ratings and other credit opinions from, among others, issuers, insurers, guarantors and/or underwriters

of debt securities. 

This publication may not be reproduced, retransmitted or distributed in any form without the prior written consent of DBRS Morningstar. ALL DBRS

MORNINGSTAR CREDIT RATINGS AND OTHER TYPES OF CREDIT OPINIONS ARE SUBJECT TO DEFINITIONS, LIMITATIONS, POLICIES AND

METHODOLOGIES THAT ARE AVAILABLE ON https://www.dbrsmorningstar.com. Users may, through hypertext or other computer links, gain access to or from

websites operated by persons other than DBRS Morningstar. Such hyperlinks or other computer links are provided for convenience only. DBRS Morningstar does
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