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Slow auto loan growth in 1H06 is a big surprise. The 33% YTD 
growth of the auto loans market is the weakest growth rate in the 
retail sector. Our take is that the poor results are temporary and 
growth will accelerate in 2H06 following the simplification of loan 
distribution. However, auto loans are still likely to underperform the 
rest of the retail lending market.  

Sberbank is losing its share on the mortgage market. The 
mortgage market hit $6.2 bln in 1H06, a 107% YTD increase that 
exceeded growth on the auto loans market. The list of market 
leaders has changed substantially. Raiffeisen dropped to fifth place 
this year from third place in 2005, and second-tier banks 
accelerated their penetration. As a result, Sberbank’s market share 
dropped from 80% to 60% in 1H06. 

Credit cards taking priority from consumer finance. While as of 
end-2005 the consumer finance market exceeded the credit card 
market by $2 bln, by mid-2006 they became virtually equal in size. 
The leader in consumer finance, Russian Standard, has begun to 
shift its focus to credit cards, increasing its portfolio to $3.1 bln. 

Russian banks will be focused on mortgage and credit cards. 
While in 2005 the majority of banks were building up their presence 
on the auto loans market, in 1H06 their priority shifted to mortgage. 
In the coming 12 months we expect the credit cards market will 
maintain its strong growth rate. Russian Standard’s share, currently 
at 78% of the market, should decline substantially.  
 2004 2005 1H06

Mortage, $ bln 0.9 3.0 6.2 
Auto loans, $ bln 2.5 4.5 6.0 
Consumer finance, $ bln 1.8 3.0 4.5 
Credit cards, $ bln 0.5 1.0 4.0 
Personal loans, $ bln 16.3 29.5 35.0 
Total retail loans, $ bln 22.0 41.0 56.0 
Source: RBC rating, Company reports, Alfa bank estimates 
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Top auto loans issuers 

Bank 1H06 Portfolio, 
$ mln 

Market 
Share 

Rosbank 1,191 20% 
MDM 616 10% 
Raiffeisen 504 8% 
MIB 356 6% 
UralSib 307 5% 
Russian Standard 300 5% 
Bank Moskvy 230 4% 
Source: RBC-rating, Company reports, Alfa Bank estimates 

 
 

Top mortgage issuers 
Bank 1H06 Portfolio, 

$ mln 
Market 
Share 

Sberbank 3,717 60% 
VTB Group 334 5% 
Delta Credit 275 4% 
UralSib 187 3% 
Raiffeisen 186 3% 
Absolut Bank 134 2% 
Zapsibcombank 134 2% 
BSGV 117 2% 
Source: RBC-rating, Company reports, Alfa Bank estimates 

 
 

Top credit card issuers 
Bank 1H06 Portfolio, 

$ mln 
Market 
Share 

Rus. Standard 3,100 78% 
Home Credit and 
Finance 

220 
6% 

Citibank 130 3% 
Investsberbank 130 3% 
Source: Company reports, Alfa Bank estimates 
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Retail Lending 1H06: Shifting to Mortgage 

Auto loans and consumer finance loans were the 
worst retail lending performers of 1H06, delivering
YTD growth of 33% and 50%, respectively. Demand 
seems to be shifting to credit cards, which posted a 
300% YTD increase. Mortgage growth also 
accelerated, driving the market to a total of $6.2 bln.  
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2 Retail Lending 1H06: Shifting to Mortgage 

Share of personal loans drops to 60% of total 

The retail lending market underwent substantial changes in 1H06, mainly in the 
form of increased specialization. The share of personal loans – loans provided 
for unspecified purposes – dropped from 70-75% in 2004-2005 to 60% in 1H06. 
The personal loans market totaled $35 bln as of July 2006. 

The big surprise was that mortgage lending became the largest segment on the 
specialized market, with $6.2 bln in total. However, all four segments of the 
market – mortgage, auto loans, consumer finance and credit cards – stayed 
within the narrow range of $4.0-6.2 bln, in contrast to the large size differences 
reported between segments in 2005.  

Figure 1: Retail banking structure 
 2004 2005 1H06
Mortgage, $ bln 0.9 3.0 6.2
Auto loans, $ bln 2.5 4.5 6.0
Consumer finance, $ bln 1.8 3.0 4.5
Credit cards, $ bln 0.5 1.0 4.0
Personal loans, $ bln 16.3 29.5 35.0
Total retail loans, $ bln 22.0 41.0 56.0
Sources: RBC rating, Company reports, Alfa bank estimates 

Auto loans deliver the weakest growth 

The auto loan segment was up just 33% YTD, below the 37% average for the 
retail lending market. The segment grew by $1.5 bln in 1H06, still an important 
increase compared to $2 bln increase for FY2005. However, we believe that the 
growth rate is likely to accelerate going forward, as a number of banks 
substantially simplified the procedure for issuing loans at the beginning of this 
year. In the meantime, around 30% of auto purchases in Russia are now 
financed by loans, and we believe that the auto loan growth rate will continue to 
underperform other retail areas. 

We believe that saturation of the market is confirmed by the fact that the key 
market leaders remain unchanged. Rosbank kept the top position with 20% of this 
market, MDM is the second-largest with 10%, and Raiffeisen held on to 8%. The 
most important change was that Russian Standard, known as the market maker 
of consumer finance, accumulated a $300 mln auto loan portfolio in 1H06. 

Figure 2: Auto loan market leaders 

  Portfolio as of July 
1, 2006 

Portfolio as of Jan. 
1, 2006 

Average Loan 
Size 

Market 
share 

1H06 YTD 
Growth 

Rosbank 1,191 837 10,693 20% 42% 
MDM 616 446 12,468 10% 38% 
Raiffeisen 504 420 14,910 8% 20% 
Moscow International 
Bank 356 240 15,712 6% 49% 

UralSib 307 282 10,269 5% 9% 

Russian Standard 300 92 4,080 5% 226% 
Source: RBC-rating, Company reports, Alfa Bank estimates 

 
 

Retail lending market 
is becoming more 
specialized  

Mortgage is now the 
largest retail segment 

Rosbank keeps its 
leading position with 
20% of the market 

 

Auto loan market went 
up by just 33% YTD, or 
some $1.5 bln  
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 Retail Lending 1H06: Shifting to Mortgage 3 

Mortgage up $3.2 bln in 1H06, Sberbank loses market share 
The mortgage market delivered a very impressive $3.2 bln increase in 1H06 (up 
106% YTD). The total market size doubled compared to its $3 bln last year.  

In contrast to the auto loans market, the mortgage market showed significant 
changes in its market leaders. Sberbank, which just six months ago controlled 
80% of this market with a $2.5 bln portfolio, lost a significant portion of its market 
share in 1H06. The bank now controls 60% of the market with $3.7 bln in 
mortgage loans. VTB, Raiffeisen and UralSib benefited from the decline in 
Sberbank’s share. Also, some second-tier banks like Absolut successfully 
penetrated this market.  

Figure 3: Mortgage market leaders 
  Portfolio as of 

July 1, 2006 
Portfolio as of 

Jan. 1, 2006 
Average Loan 

size Market Share 1H06 YTD 
Growth 

Sberbank 3,717 2,487 22,700 60% 49% 
VTB Group 334 119 99,600 5% 181% 
Delta Credit  275 190 n.a. 4% 45% 
UralSib 187 90 29,800 3% 108% 

Raiffeisen 186 159 112,900 3% 17% 

Absolut bank 134 46,3 79,700 2% 189% 
Zapsibcombank 134 n.a. 36,300 2% n.a. 
Banque Societe 
Generale Vostok 117 70,7 107,300 2% 65% 

Source: RBC-rating, Company reports, Alfa Bank estimates 

Shifting from consumer finance to credit cards 
The most remarkable growth was delivered in the credit card segment, which 
increased from $1 bln at the end of 2005 to $4 bln in July 2006. This represents 
growth of 300% YTD, the fastest among the different market segments. 

Rapid growth in the credit card segment is due to key market players shifting 
from the consumer finance segment. Russian Standard, well-known as the 
market maker in consumer finance, did not expand its consumer finance 
portfolio in 1H06 from $1.6 bln, but aggressively extended its position on the 
credit card market. The bank now controls 78% of the credit card market. Home 
Credit still holds second place on this market. 

Figure 4: Major credit cards issuers 
 Market share Portfolio as of July 1, 2006 
Russian Standard 78% 3,100 
Home Credit and Finance 6% 220 
Investsberbank 3% 130 
Citibank 3% 130 
Source: Company reports, Alfa Bank estimates 

Along with auto loans, the consumer finance segment delivered modest growth 
of 50% YTD. Its volume increased by $1.5 bln, however, it is unlikely to improve 
growth in the coming years. Within a couple of years this market is likely to be 
absorbed by credit card products. Russian Standard, which still enjoys the 
leading position in this segment, declined from 60% in 2005 to 37% in 1H06. 

 

Mortgage market up 
106% YTD, or $3.2 bln  

Credit card market 
increased by 300% 
YTD 
Russian Standard 
switched from 
consumer finance to 
credit cards  

Consumer finance 
market posted modest 
$1.5 bln increase in 
1H06 

Sberbank lost market 
share  
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4 Retail Lending 1H06: Shifting to Mortgage 

Figure 5: Major consumer loans providers 
 
 Market share Portfolio as of July 1, 2006 

Russian Standard 37% 1,600 
Home Credit and Finance 20% 840 
Rosbank 13% 580 
Investsberbank 7% 300 
Finansbank 6% 250 
Source: Company reports, Alfa Bank estimates 

Top banks’ portfolio structure remains unchanged 
As was the case at the end of 2005, all of the top retail players except VTB have 
a presence on the auto loans market. However, the share of the auto loans in 
the total retail portfolio is gradually declining under pressure from the rapid 
growth of mortgage and credit cards. UralSib, Impexbank and Rosbank all 
increased the share of mortgage in their retail portfolios. 

Figure 6: Retail portfolios, December 2005 Figure 7: Retail portfolios, June 2006 
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Sberbank, which boasts the largest retail portfolio at $21 bln, announced its 
intention to focus on the mortgage market, which represents 20% of the bank’s 
portfolio. It does not plan to expand into the auto loans and consumer finance 
markets, as it considers them too risky. The bank recently launched a pilot 
project in which it plans to issue 10,000 credit cards by the end of 2007. The 
bank’s management, however, does not foresee credit cards becoming the 
main priority of its retail portfolio. Personal loans still make up 80% of its total 
size. 

Russian Standard, which has a $5 bln retail portfolio, was growing on par with 
the market in 1H06. However, its development strategy has changed 
dramatically over the past six months: the bank shifted its focus from providing 
consumer loans to issuing credit cards. The share of the former declined from 
49% to 31% of the retail portfolio, whereas the share of the latter increased 
from 48% to 63%. Simultaneously the bank rapidly expanded in auto lending: 
its auto loan portfolio more than tripled over the 1H06. 

Rosbank, with a $2.3 bln retail portfolio, is the largest private bank on the retail 
market. It holds the top position in auto lending and is the third-largest on the 
consumer finance market. Consumer finance and car loans together represent 
more than 70% of Rosbank’s total portfolio. 

 

 

Sberbank stays 
focused on mortgage, 
personal loans 

Largest banks 
increased auto loans 
and mortgage 

Russian Standard 
shifts to credit cards, 
auto loans 

Consumer, auto loans 
represent 70% of 
Rosbank’s retail 
portfolio 
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UralSib, with a $1 bln retail portfolio, is shifting its focus from auto loans to 
mortgage. The share of car loans dropped from 47% in June 2005, to 34% as 
of December 2005 and 29% as of June 2006. The bank has become the fourth-
largest mortgage issuer and its market share grew to 1.8%. 

Bank of Moscow, which had a $719 mln as of June 2006, has extremely 
diversified exposure to the retail market. As of October 2006 auto loans 
represented 32% of its total retail loans, consumer finance – 24%, mortgage – 
12% and credit cards – 8%. The remaining 24% comes from personal loans. 
Despite its exposure to retail, Bank of Moscow is still seen as a very corporate-
focused municipal brand. 

MDM has a $716 mln retail portfolio and is Russia’s second-largest issuer of 
auto loans, to which almost 90% of its retail portfolio is dedicated. MDM 
developed on par with the segment and retained a 10% share in this market. In 
October the bank appointed a new head of its retail section, which may imply 
amendments to the bank’s retail strategy. 

VTB’s retail portfolio reached $700 mln and delivered one of the fastest growth 
rates in 1H06. The bank is mainly focused on the mortgage market, and as of 
October 2006 its exposure to this market had reached $500 mln vs. $334 mln 
in July. 

Raiffeisen, with its portfolio at $823 mln, showed very modest growth in 1H06. 
The bank merely maintained its presence in auto loans and mortgage, 
representing 61% and 23% of its retail portfolio, respectively. Raiffeisen is not 
expanding on the consumer finance and credit card market, since Raiffeisen-
controlled Impexbank has two-thirds of its portfolio concentrated in this 
segment. 

Vozrozhdenie has a $215 mln retail portfolio, with 30% allocated to consumer 
finance and 40% to mortgages. Vozrozhdenie is the seventh-largest on the 
mortgage market as of June 2006. 

 

UralSib moves to 
mortgage 

Bank of Moscow is 
well-diversified 
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VTB is growing rapidly 
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growth 

Vozrozhdenie became 
7th-largest retail bank 



 

 

Contact Information 
Alfa Bank (Moscow)  

Head of Equities  Dominic Gualtieri 
Telephone  (7 495) 795-3649 
Facsimile  (7 495) 745-7897 

Research Department 
Telephone (7 495) 795-3676
Facsimile (7 495) 745-7897
Head of Research Ronald P. Smith
Strategy Chris Weafer, Erik DePoy
Oil & Gas Konstantin Batunin, Andrei Fedorov
Macroeconomics, Banking Natalia Orlova, Olga Naydenova
Telecoms, Technology, Internet Barry Schumaker
Utilities Alexander Kornilov, Elina Kulieva
Metals & Mining Vladimir Zhukov Ph.D, Natalya Sheveleva, Valentina Bogomolova
Consumer Goods, Retail, Media Brady Martin
Russian Product Angelika Henkel, Ph.D, Vladimir Dorogov, Vladimir Kravchuk, Ph.D
Fixed Income Ekaterina Leonova, Marina Vlasenko
Technical Analysis Vladimir Kravchuk, Ph.D
Editorial Michael McAtavey, Cole Akeson
Kazakh Equity Strategy Rinat Gainoulline
Production  Aleksei Balashov 

Equity Sales & Trading   
Telephone  (7 495) 795-3712 
Facsimile  (7 495) 745-7897 
International Sales  Kirill Surikov, Mikhail Shipitsin, Shani Kogan, Bryce Meeker 
Domestic Sales  Oleg Martynenko; Alexander Nasonov; 

Konstantin Shapsharov; Dmitri Sadoviy; Sergey Suvorov 
Address  12 Akad. Sakharov Prospect, Moscow, Russia 107078 

Alfa Capital (Kiev)   

Research Department   

Telephone  (380 44) 490-1600 
Head of Research, Strategy, Macro  Volodymyr Dinul 
Power Utilities, Oil & Gas  Victoria Gorbenko 
Metallurgy  Oleh Yuzefovych 
Machine Building, Chemicals  Kateryna Polyakova 

Equity Sales   
Head of Sales  Sergei Grigorian 
Telephone  (380 44) 490-1600 

Alfa Capital Markets (London)   
Telephone  (44 20) 7588-8500 
Facsimile  (44 20) 7382-4170 
Sales Maxim Shashenkov, Mark Cowley
Sales Trading  Ross Hassett 
Address  City Tower, 40 Basinghall Street, London, EC2V 5DE 

  

Alfa Capital Markets (New York)   
Telephones  (212) 421-8563 / (1 212) 421-7500 
Facsimile  (212) 421-8633 
Sales   Sabrina Ricci, Roman Kogan, Scott Licamele 
Sales Trading  Harold Warren, Alexander Pitalev 
Address                                                          540 Madison Avenue, 30th Floor, New York, NY 10022 

Copyright Alfa Bank, 2006 All rights reserved 

This report and the information contained herein are the exclusive property of Alfa Bank. Unauthorised duplication, replication and dissemination of this report, in whole or in part, without the express written 
consent of Alfa Bank is strictly prohibited. This report was prepared by Natalia Orlova and Olga Naydenova. Alfa Bank operates a policy to ensure the independence of its research. A copy of this policy is 
available on request from any of the Alfa Group firms that distribute this research. Under this policy the views expressed by the authors in this report accurately reflect their own personal views about the 
securities and issuers covered in the report. No part of their compensation was, is or will be related to the specific recommendations in this report either directly or indirectly. The authors do not report to Alfa 
Bank staff who have investment banking relationships with any of the issuers mentioned in the report. Where Alfa Bank or its affiliates have a relationship with any of the issuers covered in this report, the 
research in this report is produced separately from that relationship. Alfa Bank operates a system of “Chinese Walls” – information barriers to ensure that such relationships are excluded from published 
research. This publication has been approved for distribution in the United Kingdom by Alfa Capital Markets (“ACM”). ACM is regulated by the Financial Services Authority (“FSA”) for the conduct of UK 
investment business and is the trading name of the UK branch of Alfa Capital Holdings (Cyprus) Limited (“ACC”) which is authorised by the Cyprus Securities and Exchange Commission. This document 
has not been approved for distribution to private customers as defined by FSA Rules and may not be communicated to such persons. Although the information in this report has been obtained 
from, and is based on, sources the Alfa Bank believes to be reliable, no representation or warranty, express or implied, is made by Alfa Bank, ACM or the authors. ACM and its officers and employees do 
not accept any responsibility as to the accurateness or completeness of any information herein or as to whether any material facts have been omitted. All information and opinions stated herein are subject 
to change without notice. ACM makes no warranty or representation that the securities and/or opinions referred to herein are suitable for all recipients. This publication and its content are for information only 
and are not intended as an invitation, inducement, offer or solicitation to buy or sell securities or other financial instruments, or to engage in investment activity. Alfa Bank, ACC and their associated 
companies, officers and directors, from time to time, may deal in, hold or act as market makers or advisors, brokers or commercial and/or investment bankers in relation to the securities, financial 
instruments and companies mentioned in this report, or may have been, or may be represented on the board of such companies. Alfa Bank has financial interests in Vimpel Communications and Golden 
Telecom. Vimpel Communications is a NYSE listed company. Alfa Bank and its affiliates will only accept unsolicited orders for this security. Some investments may not be readily realisable as the market in 
such securities may be illiquid and therefore valuing the investment and quantifying the risk to which customers are exposed may be difficult. Some investments may be subject to sudden and large falls in 
value and on realisation customers may receive less than originally invested or, in some cases, be required to pay more.  Foreign currency denominated securities are subject to fluctuations in exchange 
rates that could have an adverse effect on the value or price of the investment, or the income derived from it. In addition, investors in securities such as ADRs, the values of which are influenced by foreign 
currencies, effectively assume currency risk. Investing in Russia and Russian securities involves a high degree of risk and investors should perform their own investigations and due diligence before 
investing. Investors should consult with their professional advisors as to the risks involved in making such a purchase. Alfa Bank, ACM, ACC and their associated companies may issue this publication in 
other countries. The distribution of this publication in such other jurisdictions may be restricted by law, and persons coming into possession of this document should inform themselves about, and observe, 
any such restrictions. Any failure to comply with these restrictions might result in a violation of the securities laws of such jurisdictions. Additional note concerning United States securities laws: This 
publication is distributed in the United States by Alfa Capital Markets (USA) Inc (“Alfa Capital”), a subsidiary of Alfa Bank Group, to certain US persons to the extent permitted by US securities laws and 
other applicable laws and regulations. In connection therewith, Alfa Capital has accepted responsibility for the content of this research. US persons receiving this document and wishing to effect a 
transaction in any security or financial instrument discussed herein should only do so by contacting a member of Alfa Capital in the US. Any failure to comply with these restrictions may constitute a violation 
of US securities laws. 

 

 


