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|. Balance Sheet of Erste Group Bank AG
as of 31 December 2018

in EUR or in EUR thousand Dec 18 Dec 17
Assets
1. Cash in hand, balances with central banks 8,241,827,295.61 5,126,373
2. Treasury bills and other bills eligible for refinancing with central bank s 3,969,950,168.93 4,170,184
a) treasury bills and similar securities 3,969,950,168.93 4,170,184
b) other bills eligible for refinancing with central banks 0.00 0
3. Loans and advances to credit institutions 23,834,469,887.38 21,954,155
a) repayable on demand 1,052,869,624.32 1,470,737
b) other loans and advances 22,781,600,263.06 20,483,418
4. Loans and advances to customers 14,458,710,908.66 13,684,034
5. Debt securities and other fixed-income securities 4,961,648,001.92 3,770,474
a) issued by public bodies 892,514,231.93 1,063,052
b) issued by other borrowers 4,069,133,769.99 2,707,422
of which: own debt securities 1,888,038,744.64 561,507
6. Shares and other variable-yield securities 858,178,982.77 800,814
7. Participating interests 158,926,066.95 157,807
of which: in credit institutions 73,709,928.12 69,978
8. Shares in affiliated companies 6,656,692,377.97 6,334,770
of which: in credit institutions 5,861,752,961.80 5,805,706
9. Intangible fixed assets 25,925,919.16 25,268
10. Tangible fixed assets 42,441,529.91 38,090
of which: land and buildings used by the credit institution for its own business operations 22,126,983.01 17,288
11. Shares in a controlling company 0.00 0
of which: par value 0.00 0
12. Other assets 3,880,304,038.20 4,742,651
13. Subscribed capital called but not paid 0.00 0
14. Prepayments and accrued income 167,996,690.65 265,138
15. Deferred tax assets 57,010,638.22 60,966
Total assets 67,314,082,506.33 61,130,724
Off-balance sheet items
1. Foreign assets 42,690,454,487.27 38,478,266




in EUR or in EUR thousand Dec 18 Dec 17
Liabilities and equity
1. Liabilities to credit institutions 25,037,760,590.25 23,749,997
a) repayable on demand 6,678,361,676.04 5,234,564
b) with agreed maturity dates or periods of notice 18,359,398,914.21 18,515,434
2. Liabilities to customers (non-banks) 7,264,807,727.66 4,733,258
a) savings deposits 0.00 0
aa) repayable on demand 0.00 0
bb) with agreed maturity dates or periods of notice 0.00 0
b) other liabilities 7,264,807,727.66 4,733,258
aa) repayable on demand 3,061,902,394.03 3,585,916
bb) with agreed maturity dates or periods of notice 4,202,905,333.63 1,147,342
3. Securitised liabilities 17,138,954,865.35 13,979,166
a) debt securities issued 16,278,519,924.77 13,853,227
b) other securitised liabilities 860,434,940.58 125,939
4. Other liabilities 3,779,401,297.37 4,656,916
5. Accruals and deferred income 187,391,626.48 257,934
6. Provisions 485,058,851.17 507,948
a) provisions for severance payments 0.00 0
b) provisions for pensions 298,186,516.83 281,645
c) provisions for taxes 13,156,376.04 40,678
d) other 173,715,958.30 185,625
6a. Special fund for general banking risks 0.00 0
7. Tier 2 capital pursuant to Part 2 Title | Chapter 4 of Regulation (EU ) No 575/2013 4,799,400,070.19 5,045,440
8. Additional Tier 1 capital pursuant to Part 2 Title | Chapter 3 of Re gulation (EU) No 575/2013 1,016,440,086.48 1,016,473
of which: Compulsory convertible bonds pursuant to § 26 Austrian Banking Act (BWG) 0.00 0
8b Instruments without a vote pursuant to § 26a Austrian Bankin g Act (BWG) 0.00 0
9. Subscribed capital 859,600,000.00 859,600
10. Capital reserves 1,627,019,510.67 1,627,020
a) committed 1,627,019,510.67 1,627,020
b) uncommitted 0.00 0
11. Retained earnings 3,665,527,880.71 3,330,212
a) statutory reserve 1,537,900,000.00 1,537,900
b) reserves provided for by the articles 0.00 0
c) other reserves 2,030,514,327.07 1,698,446
d) other restricted reserves 97,113,553.64 93,866
12. Reserve pursuant to section 57 (5) of Austrian Banking Ac t (BWG) 851,000,000.00 851,000
13. Net profit or loss for the year 601,720,000.00 515,760
Total Liabilities and equity 67,314,082,506.33 61,130,724
Off-balance sheet items
1. Contingent liabilities of which 4,569,755,043.25 4,453,100
a) acceptances and endorsements 0.00 0
b) guarantees and assets pledged as collateral security 4,049,194,999.55 3,958,182
c) credit derivatives 520,560,043.70 494,918
2. Commitments 7,293,503,272.32 6,305,634
of which: commitments arising from repurchase agreements 0.00 0
3. Liabilities arising out of fiduciary activities 148,530.72 191
4. Own funds pursuant to Part 2 of Regulation (EU) No 575/2013 11,413,737,709.67 11,863,136
of which: Tier 2 capital pursuant to Part 2 Title | Chapter 4 of Regulation (EU) No 575/2013 3,532,456,381.22 4,364,584
5. Own funds requirements pursuant to Art 92 of Regulation (EU) No 575/2013 of which: capital required pursuant to
Art 92 (1) of Regulation (EU) No 575/2013 32,235,316,755.30 30,367,143
a) Common Equity Tier 1 capital ratio 21.35% 21.43%
b) Tier 1 capital ratio 24.45% 24.69%
c) Total capital ratio 35.41% 39.07%
6. Foreign liabilities 17,116,895,346.24 12,601,278




ll. Income Statement of Erste Group Bank AG
for the Year ended 31 December 2018

in EUR or in EUR thousand 1-12 18 1-12 17
1. Interest and similar income 2,569,271,749.21 832,453
of which: from fixed-income securities 199,685,413.70 224,298
2. Interest and similar expenses -2,283,458,451.30 -564,656
1. NET INTEREST INCOME 285,813,297.91 267,798
3. Income from securities and participating interests 1,050,017,987.29 846,623
a) income from shares, other ownership interests and variable-yield securities 52,436,963.25 55,900
b) income from participating interests 8,017,803.49 15,589
c) income from shares in affiliated companies 989,563,220.55 775,134
4. Commissions income 167,754,882.64 149,468
5. Commissions expenses -128,252,178.81 -123,048
6. Net profit or loss on financial operations -77,574,761.08 12,519
7. Other operating income 107,522,854.68 221,223
Il. OPERATING INCOME 1,405,282,082.63 1,374,584
8. General administrative expenses -647,008,384.22 -640,675
a) staff costs -335,122,086.20 -304,113
aa) wages and salaries -230,355,066.71 -228,949
bb) expenses for statutory social security contributions and compulsory contributions related to wages and salaries -46,585,125.59 -46,525
cc) other social expenses -3,000,249.19 -3,077
dd) expenses for pensions and assistance -10,426,113.14 -9,873
ee) release / allocation to the provision of pensions -37,713,596.08 -6,718
ff) expenses for severance payments and contributions to severnace and retirement funds -7,041,935.49 -8,970
b) other administrative expenses -311,886,298.02 -336,562
9. Value adjustments in respect of assets items 9 and 10 -15,327,594.35 -15,519
10. Other operating expenses -34,081,216.73 -71,107
1Il. OPERATING EXPENSES -696,417,195.30 -727,301
IV. OPERATING RESULT 708,864,887.33 647,283
11. Value adjustments of loans and advances and allocations to provisions for contingent liabilities, commitments and
securities held in the financial current assets -113,753,903.99 -170,141
12. Value re-adjustments of loans and advances and provisions for contingent liabilities, commitments and securities held in
the financial current assets 157,251,753.54 157,169
13. Value adjustments of transferable securities held as financial fixed assets, participating interests and shares in affiliated
companies -159,526,408.80 -103,587
14. Value re-adjustments of transferable securities held as financial fixed assets, participating interests and shares in
affiliated companies 240,289,852.23 291,129
V. PROFIT OR LOSS ON ORDINARY ACTIVITIES 833,126,180.31 821,852
15. Extraordinary income 0.00 31,467
of which: withdrawals from the special fund for general banking risks 0.00 0
16. Extraordinary expenses 0.00 0
of which: allocation to the special fund for general banking risks 0.00 0
17. Extraordinary result (sub-total of items 15 and 16) 0.00 31,467
18. Tax on profit or loss 108,526,015.36 131,657
19. Other taxes not reported under item 18 -4,616,565.83 -30,479
VI. PROFIT OR LOSS FOR THE YEAR AFTER TAX 937,035,629.84 954,497
20. Changes in reserves -335,315,629.84 -438,737
of which: allocation to liability reserve pursuant to section 23 (6) of the Austrian Banking Act (BWG) 0.00 0
of which: reversal of liability reserve pursuant to section 23 (6) of the Austrian Banking Act (BWG) 0.00 0
VII. PROFIT OR LOSS FOR THE YEAR AFTER DISTRIBUTION ON CAPITAL 601,720,000.00 515,760
21. Profit brought forward from previous year 0.00 0
22. Profit transferred on the basis of profit transfer agreement 0.00 0
VIIl. PROFIT OR LOSS FOR THE YEAR 601,720,000.00 515,760




[1l. Notes to the Financial Statements 2018

A. GENERAL INFORMATION

Erste Group Bank AG is listed on the Vienna Stockteaxge. It is also quoted on the Prague Stock Exgehand on the Bucharest Stock
Exchange. Erste Group Bank AG is registered in timepany register at the Commercial Court of ViennaeudN 33209m. The address
of its registered office is: Am Belvedere 1, 110@nha, Austria.

The 2018 financial statements of Erste Group Bankhate been prepared in accordance with the regokatf the Commercial Code
(Unternehmensgesetzbuch, UGB) and in conjunctioh wie applicable provisions of the Austrian Bankiigt (Bankwesengesetz,
BWG).

Pursuant to section 59a Austrian Banking Act (BWQ}kt& Group prepared the consolidated financiakestahts in accordance with
International Financial Reporting Standards (IFRS}lensame balance sheet date. The Erste Groupsslicated financial statements
are filed with the commercial register at the ComuigiCourt of Vienna.

Erste Group Bank AG — like nearly all Austrian s@srbanks — is a member of the Haftungsverbund §aBanks Group.

The Savings Banks Group defines itself as an ad8utiaf independent, regionally established savipgsks which aims to strengthen
its market position through common product develepimharmonising its market appearance and adverti®ncepts, pursuing a com-
mon risk policy and engaging in co-ordinated lidgyidnanagement while applying common controllingrstards.

In addition, the purpose of this association is:

_ to identify any business issues of its member baks early stage and to provide effective agsistdo its members in the resolu-
tion of business issues - this can range from iofffetechnical assistance or giving guaranteesdwige borrowed or qualifying capi-
tal;

_ to provide customers with a deposit guarantee systat goes beyond the legal deposit guarantedgreagent (sections 93 et seq.
Austrian Banking Act), which merely protects certgipes of customer deposits, by creating a suitabligation to service the liabil-
ities of other participating savings banks if tleed arises.

Haftungsverbund GmbH is responsible for implemaensnch measures and analysing the business situaitievery member bank of
Haftungsverbund. Overall, the participating savibgsks hold a maximum stake of 49% (assuming aihga banks participate) in
Haftungsverbund GmbH. Erste Group Bank AG alwaysi$ial minimum stake of 51%.

As required by the Austrian Banking Act (BWG), indival members of Haftungsverbund may need to proagdéstance to other mem-
bers (by giving liquidity assistance, granting leam guarantees and providing equity capital, fisténce), and, in the case of insolvency
(section 93 (3) no. 1 Austrian Banking Act), to $eevthe guaranteed customer deposits of a Haftengemd member. The extent of the
individual payments to be made by individual Hafiswerbund members where needed is subject to anduodl and general limit. Any
contributions made by Haftungsverbund members utidestatutory deposit guarantee system pursuasgdiions 93 et seq. Austrian
Banking Act (BWG) are likewise counted in. The cop@sding amounts are determined by Haftungsgeseltsand communicated to
members liable for contributions.

In 2013, collaboration with the savings banks washer strengthened by way of a further agreememe. purpose of the agreement
concluded in 2013 and effective as of 1 January29hot only to broaden the regulatory optionslatste to Erste Group Bank AG, but
also to ensure compliance with point 127 of Artidl€l) CRR (Capital Requirements Regulation - CRR) anitlart13 (7) CRR with a
view to allowing recognition of minority interests a consolidated level in acc. with Article 84 RR. Savings bank that is party to the
agreement concluded in 2013 is also Allgemeine k&sae Oberdsterreich, which, together with therattembers of the Haftungsver-
bund, forms an institutional protection scheme efinéd under Article 113 (7) CRR. Owing to the newalegnd supervisory require-
ments, the maximum limits for support mechanismghefindividual members were raised and an ex-fumed-was set up. Payments to
the ex-ante-fund are made on a quarterly basisaperiod of 10 years.

In the financial statements, the payments by tdevidual members are recognised as participationB$ GesbR — which is in charge to
manage the ex-ante-fund. Furthermore retainedregsrare built, whereby a shift from untied reseteeted reserves was conducted in
2014. On the basis of the contractual provisidmssé retained earnings represent a restrictedreeserese tied retained earnings may be



released only in case of a drawdown of the ex-amd-due to a triggering event. Internally, thiseeve may therefore not be used to
cover a loss and, at member level, it doesquatify as capital under the definition of CRR; on a consolidated level, however, the ex-
ante-fund qualifies as capital.

Ongoing legal cases

Erste Group Bank AG is party to lawsuits that, fog thost part, relate to ordinary banking busin€ss.outcome of these proceedings is
not expected to have a significant negative impaot the financial position and profitability of EestGroup Bank AG.
Erste Group Bank AG is currently also involved im fbllowing legal case:

Corporate Bond investors’ prospectus claims: Starting with 2014, a number of investors in cogbe bonds, issued by a large Aus-
trian construction group in the years 2010, 201d 2012, filed claims with courts in Vienna agaiAsistrian banks, among them Erste
Group Bank AG, requesting compensation for theisdgsas bond-holders following the bankruptcy ofiiseer in 2013. The plaintiffs
argue, in essence, that the defendant banks, welateltl as joint-lead managers in the issuing ofdbpective bond, already knew of the
issuer’s insolvency status at that time and shbeldiable for the failure of the issuing prospedmistate this. Erste Group Bank AG,
together with a second Austrian bank, acted as$-jeadd manager of the bond issue in 2011. ErsteiBank AG rejects the claims.

Disclosure

Erste Group Bank AG uses the Internet as the meébumpublishing disclosures er Article 434 of regida (EU) No 575/2013 on pru-
dential requirements for credit institutions andeistment firms (Captial Rquirements Regulation — CRR}aiBeare available on the
website of Erste Group at www.erstegroup.com/ireRaht disclosures are included in the annual repdiie section ‘reports’ or pub-
lished as separate documents in the section ‘regyldisclosure’.

Size according to section 221 Commercial Code (UGB)
Pursuant to section 221 (3) in connection withisact98a Commercial Code (UGB), the legal regulationgarge companies are valid
for the financial year ending 31 December 2018.



B. NOTES ON ACCOUNTING AND MEASUREMENT METHODS

Generally accepted accounting principles

The financial statements have been prepared irrdaaoe with the generally accepted accounting jmies and according to the stand-
ard principle that the financial statements shaing a fair and accurate view of the company'srfoie position, income and expenses.
At preparation of the financial statements, thegigle of completeness was applied. The princiflendividual measurement was ap-
plied in assessing the company’s assets and tiabjliand the assumption was that the company woantinue to operate (going con-
cern). In applying the principle of prudence, ttaetigularities of the banking business were takea account.

Receivables and liabilities in foreign currency

Receivables and liabilities in foreign currency wereasured at the ECB reference rates applicable dialance sheet date. The curren-
cies for which ECB did not publish a reference raggenrecognised at the mid rate applicable at thenba sheet date for foreign curren-
cies of Erste Group Bank AG. Foreign exchange faaviimsactions and FX swaps were rated at the fdrawarency rate.

Participating interests and shares in affiliated com panies

The valuation approach for participating interesmtsl shares in affiliated companies is the modif@der of cost or market principle.

Where permanent impairments resulted from sustdimezbs or other circumstances, devaluations vesregnised accordingly. Where
the reasons for impairment ceased to exist, a wptaas required in the amount of the value in@ehat capped with costs of acquisi-
tion.

Where available, the carrying amount is determipasked on recent transactions, market quotatioapmaisals. In general the value is
determined using a discounted cash flow model (D©Het), which incorporates the specifics of the laglbusiness and its regulatory
environment. For this purpose, Erste Group Bank &8goms an annual impairment test on the balaneetstate, although an impair-
ment test is also carried out during the year iflence exists that might indicate depreciation.hddblogically, this is carried out fol-
lowing IAS 36. In order to check the existing intrasnt book values, an impairment test is carriedfa@uall cash-generating units. The
estimation of future earnings distributable to shatders is based on financial plans (budgetspeeed by the management while taking
into account the fulfilment of the respective regaty capital requirements. The planning periodivie years. Any earnings forecast
beyond the planning period are derived on the lidise last year of the planning period and a iergh growth rate. The present value
of such perpetual earnings growing at a stable(raferred to as terminal value) takes into consitien macroeconomic parameters and
economically sustainable cash flows.

The interest rate used for calculation was caledlain the basis of the CAPM (Capital Asset Pricingldp Key input factors include:
__Arisk-free interest rate (Source: Svensson yielde method for German government bonds)
_ Market risk premium
_ Beta factor
_ Weighted country risk premium (Source: Damodaran).

Dividend earnings from participating interests ahdres in affiliated companies are reported dfierésolution on dividend payouts and
shown in item 3 Income from securities and paréig interests.

Loans and advances to credit institutions and custo mers

Credit loans and advances to credit institutions eustomers were measured in accordance with timelatds set out in the AFRAC
(Austrian Financial Reporting and Auditing Committe®FRAC) and Financial Market Authority’s (FMA) jdiposition paper concern-
ing the credit institutions’ subsequent measurenaergmortised cost in accordance with section §7A(istrian Banking Act (BWG)
using the effective interest rate method. Defasks; which were recognized at the balance sheet deere covered by loan loss provi-
sions. Write-ups from the release of loan loss isioms were carried out.

Securities
Depending on their classification, securities (d&daturities and other fixed-income securities, ehand other variable-yield securities)
are held either as trading assets, current assétgacial assets. According to the classificatiibey are measured as specified below:

_ trading assets at market value, even whgnaisition costs are exceeded;

__current assets at amortised acquisition cost treatower market value (strict application of valaa rule "whichever is lowest out
of market value or acquisition costs") respectiv@yds admitted to trading on stock exchanges gtehmalues, even when acquisi-
tion costs are exceeded (in accordance with se@ldhCommercial Code in connection with section B6Austrian Banking Act
(BWG));



_ fixed assets at amortise acquisition cost and whermanent impairment can be presumed, at the lowaeket value (discretionary
application of the valuation rule "whichever is kst out of market value or acquisition costs").lé@®g as there is no evidence of
permanent impairment, no impairment loss is recgeghi Evidence for non-permanent impairment of séesirwhich are intended to
be held long-term, includes fluctuations within thermal market volatility as well as interest-rethtprice fluctuations (in compli-
ance with section 204 (2) Commercial Code).

Securities were allocated to trading assets, cuassets or to financial assets in accordance téltorganisational policies adopted by
the management board. The fair value, or markeepis the price that can be achieved by sellifigancial instrument or the price

payable for its purchase, in an active market. Wlasmailable, market prices were used for assettialu Valuation methods, especially
the present value method, were used for assetswtitharket prices.

Amortised Costs and Effective Interest Rate Method

Pursuant to section 56 (2) und (3) Austrian Banlkog(BWG) and section 198 (7) Commercial Code, tiffereence between acquisition
cost and book values for fixed-income securitieghwhe characteristics of financial investmentsvadi as for securitised liabilities is
amortised on a pro rata basis. Differences areathal in line with statement 14 by AFRAC concerrfingncial investments and finan-
cial assets based on the effective interest ratbadgEIR). The allocation is carried out until thirst opportunity for the issuer to re-
deem, or until the redemption date.

In the lending business, fees and provisions watéréest-like characteristics, modification gaind #osses as well as changes in estimates
are amortised on a pro rata basis using the aeftegiterest rate method.

The amortised acquisition costs of financial assetBabilities are the amount, which the assetiability is valued at when initially
recognised, minus redemptions, plus or minus timeutated amortisation of any difference betweendtiginal amount and the amount
redeemable at maturity using the effective interatst method.

The effective interest rate is the interest ratih wihich the estimated future in- and outflows ower expected life of the asset or liability
are discounted exactly at the amortised costs @fsart or a liability. The estimated cash flowstaidto consideration all conditions set
out in the contract for the asset or liability; expected credit losses, however, are not taken into consideration. Furthermore, the calculation
includes transaction costs and handling feesg#eatare distributable, as well as all other premiand discounts on the nominal value.

The EIR is used to record interest income and exgsemor assets, interest income is calculatedliasvio
__ EIR applied to the amortised acquisition costs eEtswithout impaired credit rating (stage 1 argiest2 of the three stage impair-
ment model — for a detailed description, see Chdptgairment for Credit Risks);
__ EIR applied to the amortised acquisition costs afmmsidering any impairment provisions of assetth Wipaired credit rating
(stage 3);
For liabilities, interest expense is calculatedapplying the effective interest rate to the amediacquisition costs.

Should the base interest rate change during thefifx variable interest rate loan and this chasg®t due to contractual modification,
the changes to the expected future in/outflowstaken into consideration by recalculating the EARy caps and floors agreed on the
base interest rate are also taken into account.

If the expected future in/outflows of a loan chawigeing the contract term and the change is nedherto contractual modification nor
to an adjustment to the nominal interest rate toaleterioration of credit rating, the amortisedtsmf the asset are adjusted by recording
a changed estimate. This changed estimate corrdésporihe difference between the amortised acépnisitosts before the change in the
expected in/outflows and the cash value of the y@xpected in/outflows, discounted by the origiefiéctive interest rate. In the profit
and loss statement the change in estimates istedién the interest income.

Handling of contractual modifications

Within the framework of the current lending busmesnd in agreement with the respective debtorsnay be the case that

Erste Group Bank AG changes or renegotiates cettaitractual terms. These contractual changes éoaldde, for example, market-

driven commercial renegotiations, or might be airaedlleviating the borrower’s financial difficidti. At Erste Group Bank AG, a series
of criteria are employed for the assessment oftlstance of the contractual change. Based upoa thiésria, it is determined whether
the modified conditions differ significantly frorhe original ones.

Substantial changes lead to the derecognitionebtiginal financial asset and to the initial recitign of the modified financial asset.
These changes include:
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_ change to the contractual counterparty (unless it concerns a formal change, e.g. changes to the legal designation);

_ change to the contractual currency (unless thegehassults from exercising already defined condgiwithin an option included in
the original contract to change the currency, or the new currency is linked to the original currency;

_ the introduction of contractual clauses, which leadontractual cash flows which do not only in@ugdemption and interest (con-
tractial clauses not complying to SPPI); unless this concerns concessions which improve the collectability of receivables by way of
allowing debtors to recover from financial difficulties; and

_ the removal of a contractual clause which doesaotply with SPPI.

Moreover, the following contractual changes alsmlléo derecognition, unless these contractual asanage to be classified as forbear-
ance measures, the contractual changes are appliidnts subject to default or a default occuwrpart of the contractual change:

_ change to the repayment plan, which leads to ttietifiat the weighted residual term of the asseh#&nged by more than 100% and
no less than two years in comparison to the original asset;

_ change to the point in time or amount of the canttral cash flow, which leads to the cash amourthefmodified cash flow (dis-
counted using the effective interest rate priomtadification) deviating by more than 10% from theaatised cost of the asset imme-
diately before the change (cumulative assessment considering all changes in the past twelve months); or

_ Re-negotiations initiated by a debtor, who is ngpaimed and is attempting to achieve better comiitilnan the refinancing alterna-
tive, provided that there is the option of advapagment or premature termination and a sufficieatignpetitive refinancing market.
In addition, the costs that the debtor incurs e¢hse of advance payment or premature terminaticst be valued sufficiently lowly
so that these do not prevent the debtor from esiagcihis option. This derecognition criterion &ely applied to loans in stage 2 and
stage 3.

If contractual modifications applying as forbeammeeasures for defaulted customers or triggeriagitfault are so significant that they
are qualitatively seen as an extinguishment obtiiginal contract, they lead to derecognition. Epéen of such modifications include:
_ anew agreement with significantly modified contre@mponents, which was signed in the contextrié@essary restructuring after a
standstill agreement that temporarily suspended the rights of the original asset;
_ merging of several original loans into an asset with significantly modified conditions; or
_ conversion of a revolving loan to a non-revolviogr.

Contractual modifications, which lead to the derexdtign of the respective original asset, resulthie initial recognition of a new finan-
cial asset. If the debtor has defaulted, or thestautial modification leads to a default, the nessed is treated as a defaulted asset. The
difference between the book value of the derecegnésset and the fair value of the new asset uptial irecognition is recorded in the
profit and loss statement in items 11 or 12.

If the debtor has not defaulted or the substantiadification does not lead to default, the new aghich was recognised after the de-
recognition of the original asset, is allocatedstage 1. The non-amortised amount of handling tieesaction costs considered in the
effective interest rate, are recognised in ther@steresult on the write-off date. The reversahgfairments, which were recorded for the
original asset at the point in time the substamtiatlification took place, as well as the recordifighe impairment for the new asset are
both shown in the profit (item 7) and loss (iten) $€atement in items 11 or 12. The remaining diffieee is shown in other operating
income or expenses.

Impairment for Credit Risks

Impairments for credit risks to loan receivables aff-balance sheet credit risk arising from fin@hg@uarantee contracts and certain
loan commitments are recorded. For loan receivabiesbook value of the asset recorded in the balaheet corresponds to the differ-

ence between the amortised acquisition costs andumulated impairments. Impairments for loan commeits and financial guarantee

contracts are reported in the balance sheet itber grovisions. In the profit and loss statemanpdirment losses and income are rec-
orded in items 11 and 12 for all assets.

The calculation of impairments is carried out imeliwith the FMA and AFRAC’s common position papenagrning the subsequent
valuation in credit institutions by using the IFRSnodel in the Commercial Code. The impairment méglélased on expected credit
loss and considers the “statistically determinegienal values from similar facts and circumstaridasSection 201 (2) Z 7 Commercial
Code, which are also necessary for the valuati@xpécted credit loss in the Commercial Code.
Expected credit loss (ECL) reflects the following:

_ an undistorted and probabilityeighted amount, which is determined by a series of possible scenarios;

_ the time value of money; and
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_ plausible and comprehensible information about pashts and current conditions as well as prognaisest future economic devel-
opments

Three Stage Model
An impairment model based upon a three stage apipisaised for the calculation of risk provisioning
_ Stage 1 includes financial assets at initial re@@@nand financial assets which have not signifitashown increased credit risk
since initial recognition, independent of theirditeorthiness.
_ Stage 2 includes financial assets which have stsignificant increased credit risk since initial @gaition, however for which there
is not yet any impairment at the time of reporte@fic rules for the classification of initial ushtions of approved lines of credit ex-
ist. Dependent on the development of credit rigkvben confirmation and initial utilisation, the to& classified at stage 1 or stage 2.
_ Stage 3 includes financial assets that are impairethe reporting date. A financial asset is ppatly impaired if the customer de-
faults.

Across the Group, the definition used for loan difes based on EBA/GL/2016/07 guide to using thiniteon of default in accordance
with Article 178 of EU regulation number 575/2003e definition outlines the default-contagion sunding groups of connected cus-
tomers as well as technically defaulted loans. fstd=Group Bank AG there is generally a total custoperspective, which leads to
impairment for all receivables, even if the defaudturs only for one out of more transactions. @ ather hand, an upgrade of the
default status causes the reversal of impairmeall inansactions

In stage 1 risk provisions are calculated in th@amt of the expected losses over 12 months. Irestdgand 3 risk provisions are calcu-
lated in the amount of the expected credit losses the (remaining) duration.

Significant Increase in Credit Risk

Erste Group Bank AG recognises risk provisions fon-defaulting customers amounting to the expecteditclosses. In accordance
with the AFRAC and FMA's common position paper, IRRS 9 method for calculating expected credit loggesides a possible method
of taking into account expected credit lossestier Gommercial Code. Therefore, Erste Group Bank AGsurea risk provisions in the
Commercial Code in the same amount as in the IFRSdeIn

Concerning the modelling of the expected credit ([@3L) and the calculation of the risk provisions doedit risks resulting therefrom,
the identification of a significant increase inditeisk (SICR) since the recognition of the loaneigable is one of the substantial deter-
minants for the expected impact. For this purpgsentitative and qualitative indicators for theiraation of a SICR are defined for all
portfolios and product types, including receivalesrdue by more than 30 days.

Quantitative indicators include adverse changahénprobability of default (PD) over the total (r@iming) duration as well as the one
year PD, whereby the significance is determinednieans of a combination of relative and absolutengbahreshold levels. Generally,
the indicators for the PD are defined in orderdpresent the risk in consideration of forward-leakinformation as a point-in-time

measurement. The PD threshold values are defireziftomer segments or (individual) customer raséind are subject to first time and
continuous validation.

Qualitative indicators for calculating an SICR inaudrbearance measures and the transfer of theroesto the workout department as
well as early warning indicators (if these are aleady sufficiently considered in the rating) andications of fraud. The setting of

qualitative indicators is based inherently on tRkpest evaluation of credit risks, which is to berEal out in an appropriate and timely
manner. The group-wide and institution-specificdglines and processes concerning this ensure théred governance framework.

Besides the qualitative determinants on a custoewal,|the calculation of an SICR is carried out atfptio level if the increase to the

credit risk on a business or customer level ocoutg after some delay or if the increase is onliiceable at portfolio level.

Individually or Collectively Calculated Risk Provisions

The calculation of risk provisions for defaultedstamers is generally carried out on an individeakl. The individual method is used
for defaulted customers and comprises an individedihition of those restructuring or liquidatiooemarios deemed currently possible,
the probability of them occurring and the expectedoveries per scenario (amortisations and cotlatgroceeds) by the workout-

riskmanager. The probabilities are stipulated b® workout-riskmanagers based on an individual assest of the restructuring and

liquidation scenarios.The cash value comes fromdiseounting of the expected cash flows based erottyinal effective interest rate.

The required risk provision is the difference betwehe gross book value and the cash value ofxpeceed cash flows in a scenario,
calculated over all probability-weighted scenarios.
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Regardless of their significance, rule-based riglisions are calculated on the basis of a ruledagproach for non-defaulted custom-
ers. The amount of portfolio valuation allowancepehds on the gross book value, the probabilitgeféult (PD), the losses upon de-
fault (LGD) and the credit conversion factor (CCH) ddf-balance sheet items. For the calculationogblupon default, the impact of the
discounting of future cash flows on the cash véusonsidered.

As a result of the characteristics of each poxfalind under consideration of the IFRS rules, tHep@ameters that are included in the
calculation of the portfolio valuation allowancesyrdiffer to the risk parameters that are usedtercalculation of the capital require-
ment.

Intangible and tangible assets

Intangible and tangible assets were measured ahase or production cost less depreciation andiimpat. Straight-line depreciation
was applied as schedulérthe useful life is 25 to 50 years for buildings and 5 to 20 years for fixtures and fittings; the amortisation period
for intangible assets is 4 to 15 years. Low-valssets were fully written off in the year of acqtigsi.

Securitised and subordinated liabilities
Securitised and subordinated liabilities were reésgd in the balance sheet at their settlemenegabu the pro rata annual values (zero
coupon bonds).

Issuing costs — premiums and discounts on issues
Issuing costs fosecurities were expensed immediately; premiums and discounts on issues were amortised on a pro rata temporis basis
using the effective interest rate method.

Provisions

Defined benefit plan

Defined benefit plans of Erste Group AG comprisevgions for pension, severance and jubilee bendfit Austria defined pension

plans now only apply to retired employees. In yastrs, pension obligations for active employeesweansferred to VBV-Betriebliche

Altersvorsorge AG. Remaining with Erste Group Bank i&@ defined-benefit obligation for entitlemenffamer employees who had

already retired by 31 December 1998 before theipemsform took effect, and for those former emggley who did not retire until 1999

but continued to be entitled to a direct pensiomfiErste Group Bank AG under individual agreemehsitlements to resulting survivor

pensions also remained with the Erste Group Bank 2&verance entitlements continue to be applicablemployees whose employ-
ment contract with Erste Group Bank AG commencedrd 1 January 2003. Severance pay is a one-gfhpat which employees are

entitled to when their employment is terminatedtittement to this severance pay arises after thieaes of employment. Defined benefit
plans include jubilee benefits. The amount of edibenefits (payments for long-term service/loytdtghe company) is determined by
the length of employment with the employer. Theatemhent to jubilee benefits is established by Bective agreement, which defines
both the conditions and amount of the entitlem@itligations under defined benefit plans for empésyare determined using the pro-
jected unit credit method. Future obligations agéedmined based on actuarial reports. The calouldtikes into account not only the
known salaries, pensions and entitlements to futaresion payments but also salary and pensionaseseexpected in the future.

As a result of the first-time application of thetdarial Association of Austria (AVO) 2018 generatimbles, an impact in the provisions
for severance, pension and jubilee benefits prorssin the amount of EUR 22,223,010.16 was recodr(severance: EUR -830,889.29
/ pension: EUR 21,690,194.54 and jubilee benefibsipions EUR 1,363,707.91). The first-time applicatof the Actuarial Association
of Austria (AVO) 2018 generation tables this finegear did not change the valuation method. Tiéoa to distribute the adjustment
pursuant to override regulation was not exercised; rather the effect was shown in total in the profit and loss of the nejpg year. Due to
the single recording of the figure, the true pietof the assets, financial and earnings positiomisiegatively influenced.

Tax provisions and other provisions

Unless the amounts were small, provisions weresigle on a best estimate basis. Tax provisionso#ivet provisions with a term of
more than a year were discounted at a customargamiaterest rate of corporate bonds with an Adnass at the closing day. Depend-
ing on the applicable remaining duration, interags between 0.0% and 0.01223% were applied.

Assets held in trust
Recoverable trust assets were declared off-baldrest 81 accordance with section 48 (1) Austrian BamRct (BWG).
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Derivative business

Derivatives in a hedge relationship under AFRACest&nt 15 (September 2017) are treated as a valuati, thus the Fair Value
neither of the derivative nor of the hedged itemast of the balance sheet. This means that valjustnents from derivative and under-
lying transaction are not recognised in the balatmet. The presentation of trading book derivatime balance is done for the single
confirmation priced mark-to-market.

For calculating the market values, credit valueausipent (CVA) for assets in trading and banking hamid debt value adjustment
(DVA) were taken into account only for assets ia banking book. Derivatives in the Banking Book, ethare not in a hedge relation-
ship under AFRAC statement 15 (September 2017) amgnésed based on the imparity principle in prafid loss as provisions for

contingent losses with the expected loss excedtimdpook value. The interest income/expenses dsawelossible financial compensa-
tion from the current period are accrued basechereffective interest rate. These are shown inriteeest result, independent of assign-
ment to the trading book or banking book. The datoen of interest income or expense is generallyied out on single trade basis. For
currency derivatives, the calculation is conduaiadhe basis of each currency.

Erste Group Bank AG applies AFRAC statement 15 Davigatand Hedging Instruments (Commercial Code) frept&nber 2017 for
the reporting of internal derivative transactiomfiedge relationships.

The attributed fair value is the amount which cdoddachieved in an active market from the salefafancial instrument, or the amount
which would need to be paid for a relevant acqgoisitAs long as market rates were available, tle@eeused for valuation. If market
rates were not available, valuation models werel ,ustiich included the present value method in paldr. Fair values for options are
calculated with recognised option price models. Vakation models applied include inter alia mod#ishe Black-Scholes class, the
binomial model, the Hull&White and Brace Gatorek e (BGM) models.

Credit Value Adjustment (CVA) and Debt Value AdjustihéDVA) are used for the calculation of the markatues of derivatives. For
derivatives in hedge relationships, the CVA is régab as an inefficient part in the balance shedtiacome statement.

Deferred tax assets

Deferred tax assets are recognised to the exteobmfincing substantial evidence that sufficiendatsle income will be available in
future against which tax-deductible temporary défeces and tax losses can be offset. The valuaigthods were based on a results
prognosis for all larger incorporated companieshia tax group with the budgets which were apprdwedhe responsible supervisory
authorities.

The calculation of deferred tax assets of Ersteu@Bank AG as group parent of the group of companidéch includes only group
members in Austria, was completed in accordanch ®tatement 30 Deferred Tax Assets in Annual Fiisdr&tatements issued by
AFRAC (December 2016).

Securities lending and repurchase transactions

In repurchase agreements / securities lendingactiosis, the assets assigned are still recognis#teibalance sheet. A liability is pre-
sented against the pledgee in the amount receoretthé transfer. In reverse repurchase agreemesatsutities lending transactions, the
assets taken over are not part of the balance.sheetamount owed by the pledgor is recognisedrageivable in the amount paid for
the transfer. Erste Group Bank AG has repurchasseaggnts / securities lending transactions withctiramitment to return the securi-
ties.

Changes in accounting and measurement methods

On 1.1.2018, the new international accounting stethdFRS 9 “Financial Instruments” was applied fog first time in the consolidated

financial statement. In connection with the traositto IFRS 9, special circumstances in accordantie section 201 (3) Commercial

Code exist. This is due to the fact that significempacts to the corporate strategy and corporateagement are connected with the
application of IFRS 9 and, in addition, the qualiydata in the calculation of credit losses hasrowpd due to the requirements of
IFRS 9. A deviation from the principle of consistgraf valuation in accordance with section 201 (®nnercial Code is therefore

permitted in consideration of the general requingimk is indicated in the AFRAC and FMA's commorsjiion paper from September

2017 that due to the first-time adaption of IFR® $hie consolidated financial statement, theressfficient basis for the deviation from

the consistency of valuation in accordance withise@01 (3) Commercial Code in the individual finehstatements.

Up until 31.12.2017, risk provisions for impaireshhs were calculated according to the discountsk ffaw method. For loans in which
the impairment had occurred before the balancet state, but this had not been identified by theli¢rastitution, risk provisions were
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calculated using a model, which is based on thenatbn of default probabilities and loss ratesredl as the time period between the
loss event occurring and its identification by tredit institution. Since 1.1.2018, risk provisidmsve been calculated by analogously
application of the IFRS 9 risk provision model (#nstage model) based on expected credit loss.calgslation is carried out in accord-
ance with the AFRAC and FMA's common paper on questiegarding subsequent valuation by credit irtigitg. Due to the change,
there was an adjustment to the risk provisionsrdEmbin the profit and loss statement in the curiieancial year.

Moreover, in the context of the first-time applicat of IFRS 9 and concerning the distribution oftriliitable interest income in securi-
ties and derivatives, a modification was made ¢osir-called effective interest method. In the datoan of the effective interest rates, all
directly attributable distributable fees, premiuaml other payments received or made are takerag@ount. Only insignificant change
effects resulted from the logical application of iIFRS requirements stipulated in the Commercial Code.

Pursuant to section 56 (2) Austrian Banking Act (BW&3ction 56 (3) Austrian Banking Act (BWG) and sen1i98 (7) Commercial

Code, the difference between the acquisition coseotirities and their redemption amount was angatté a straight-line basis until
31.122017; from 1.1.2018 the effective interest rate method is u¥ke transition did not lead to an adjustmenthef ¢arrying amounts
on 1.1.2018.

From the reporting year 2018 onwards, accrued otirgerest income/expenses for all derivatives raported in the interest result,
independent of the allocation to trading book ankiag book. The calculation of interest income rerest expense is generally carried
out on the basis of single trade or on currencglléar currency derivatives. On the one hand, khégls to an increase in the interest
result of EUR 72.4 million in comparison to the dpation of the booking logic of the previous ye@n the other hand, it also leads to
the separate recognition in income interest / arpemse (increase in interest income: EUR 1.54fjlion; interest expense:
EUR 1.468,3 million), which was reported in totatlire balance sheet item financial results to dettes adjustment to the statement was
also carried out due to the introduction of a n@sifion-keeping and accounting system for deritivFor these reasons, a comparison
to the previous year’s results is possible onlg tonited extent for both items.

Issued securities in liability items 3 lit. a andw2 deducted upon repurchase of the liabilitieenewed placement on the market is de-
finitively excluded. Deduction is also carried dlthe liability item is redeemed. Any differencbstween the book value and the paid
repurchase or redemption price are reported inratperating income or other operating expensesdime financial year 2018. Prior to
the financial year 2018, this reporting was caroetiunder items 11 and 12 of the profit and laatesnent.
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C. NOTES ON THE BALANCE SHEET AND INCOME STATEMENT

Unless otherwise indicated, amounts for the repornyiear are stated in Euros, for the previous ye#ltousand Euros. The tables in this
report may contain rounding differences.

1. Maturity structure of loans and advances as well as liabilities to credit institutions and customer s (by residual

time to maturity)

Loans and Advances

in EUR or in EUR thousand Dec 18 Dec 17
Loans and advances to credit institutions 23,834,469,887.38 21,954,155
payable on demand 1,052,869,624.32 1,470,737
0-3 months 13,608,813,675.68 11,392,484
3-12 months 2,185,981,142.59 3,264,365
1-5 years 5,941,020,639.52 5,001,790
>5 years 1,045,784,805.27 824,779
Loans and advances to customers 14,458,710,908.66 13,684,034
payable on demand 656,905,149.42 466,992
0-3 months 754,968,806.47 636,487
3-12 months 1,755,150,374.00 1,456,902
1-5 years 6,075,117,012.61 6,553,506
>5 years 5,216,569,566.16 4,570,148
Liabilities

in EUR or in EUR thousand Dec 18 Dec 17
Liabilities to credit institutions 25,037,760,590.25 23,749,997
payable on demand 6,678,361,676.04 5,234,564
0-3 months 15,493,980,976.51 14,773,716
3-12 months 280,041,177.62 630,681
1-5 years 2,465,809,333.87 2,831,590
>5 years 119,567,426.21 279,446
Liabilities to customers (non-banks) 7,264,807,727.66 4,733,258
Savings deposits 0.00 0
Other Liabilities  7,264,807,727.66 4,733,258
payable on demand 3,061,902,394.03 3,585,916
0-3 months 3,931,295,854.56 755,767
3-12 months 52,500,000.00 56,935
1-5 years 144,880,679.07 147,840
>5 years 74,228,800.00 186,800

In accordance with section 64 (1) Z Austrian Bankiog (BWG), remaining maturities of securitisedbiilities are not disclosed in the
reporting year.

2. Debt securities due within one year

Purchased debt securities worth EUR 712,425,72288ar (year. EUR 369,066 thousand, prior year adguste the basis of section
64 (1) Z 7 Austrian Banking Act (BWG) only item AS5sdlosed) and issued debt securities worth EUR 1148405.54 (prior year:
EUR 1,963,817 thousand) are scheduled to matukeigdar following 31 December 2018.

3. Assets and liabilities in foreign currencies

in EUR or in EUR thousand Dec 18 Dec 17
Assets 20,494,120,857.73 17,408,183
Liabilities 13,115,075,633.66 10,511,681
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4. Loans and advances as well as liabilities to aff
are held

iliated companies and companies in which participat

ing interests

Loans and advances to affiliated

Loans and advances to participating

companies interests

in EUR or in EUR thousand Dec 18 Dec 17 Dec 18 Dec 17
Treasury bills and other bills eligible for refinancing with central banks 0.00 0 0.00 0
Loans and advances to credit institutions 19,403,512,060.74 20,124,397 0.00 0
Loans and advances to customers 2,432,659,235.25 2,326,058 412,226.72 25,599
Debt securities and other fixed-income securities (incl. securitised loans and

advances to credit institutions) 710,442,798.60 1,621,526 0.00 0
Shares and other variable-yield securities 628,772,333.71 637,595 26,344,334.74 26,251

Among these, the most important companies are:

Loans and advances to affiliated companies:
_ Ceska Sptitelna a.s., Prague
_ Slovenska sporit@a, a. s., Bratislava
_ Salzburger Sparkasse Bank AG, Salzburg

_ Steiermarkische Bank und Sparkassen Aktiengesefts¢hraz

Liabilities to affiliated companies

Liabilities to participating interests

in EUR or in EUR thousand Dec 18 Dec 17 Dec 18 Dec 17
Liabilities to credit institutions 14,543,090,796.23 14,450,543 128,706.62 77
Liabilities to customers (non-banks) 234,195,467.49 178,812 23,590.60 357
Securitised liabilities 593,197,403.84 637,843 0.00 0
Tier 2 capital pursuant to Part 2 Title | Chapter 4 of Regulation (EU)
No 575/2013 2,510,590.54 70 0.00 0
Liabilities to affiliated companies:

_ Erste Bank der Oesterreichischen Sparkassen AGn¥&ien

_ Steiermérkische Bank und Sparkassen Aktiengesefts¢raz

_ Allgemeine Sparkasse Oberosterreich Bank AG, Linz

_ Ceska Sptitelna a.s., Prague
Business with affiliated companies is conductedatlas length.
5. Subordinated assets
in EUR or in EUR thousand Dec 18 Dec 17
Loans and advances to credit institutions, thereof 745,540,793.57 1,379,563
to affiliated companies 691,160,907.88 1,345,947
to companies with participating interests 0.00 0
Loans and advances to customers, thereof 1,146,403.77 37,245
to affiliated companies 0.00 0
to companies with participating interests 412,226.72 0
Shares and other fixed-income securities, thereof 11,160,821.60 90,645
to affiliated companies 0.00 0
to companies with participating interests 0

6. Fiduciary business

0.00

No fiduciary business without the right of disposals disclosed as of the balance sheet date.
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7. Securities

The prior year figure in item A6 was adjusted te bHook value of listed securities only in bothdeling tables:

Breakdown of securities admitted to trading on stoc k exchange items A5 to A8

pursuant to section 64 (1) no. 10 Austrian Banking Act (BWG) Listed Not listed

in EUR or in EUR thousand Dec 18 Dec 17 Dec 18 Dec 17
Debt securities and other fixed-income securities 4,961,648,001.92 3,591,645 0.00 178,829
Shares and other variable-yield securities 151,700,005.71 120,886 39,754,795.63 8,057
Participating interests W 1,440 000 0
Shares in affiliated companies 0.00 0 0.00 0
Total 5,114,788,079.06 3,713,971 39,754,795.63 186,886

Breakdown of securities admitted to trading on stoc k exchange items A5 to A8

pursuant to section 64 (1) no. 11 Austrian Banking Act (BWG) Fixed assets Current assets

in EUR or in EUR thousand Dec 18 Dec 17 Dec 18 Dec 17
Debt securities and other fixed-income securities 2,044,387,839.64 2,178,328 1,914,417,833.01 530,720
Shares and other variable-yield securities 58,694,589.45 0 70,550,063.27 26,902
Total 2,103,082,429.09 2,178,328 1,984,967,896.28 557,622

The prior year figures for current assets were cediby the trading book items in line with the néjog year.

Securities that are listed on a non-regulated mafie example those on the third market of thenvi@ Stock Exchange, are considered
as approved for trading on the stock market, yey #ire not publicly listed.

Allocation pursuant to section 64 (1) no. 11 AwstrBanking Act (BWG) was carried out in accordand whe organisational policies
adopted by the management board, with positionsghiecluded under fixed assets that are held fategjic purposes of liquidity. As of
31 December 2018, the difference to the redemptidme — items A2 to A6 - resulting from the proarairite-downs pursuant to section
56 (2) Austrian Banking Act (BWG) amounts to EUR &,842.52 (prior year: EUR 77,729 thousand), whetleadifference to the

redemption value from the pro-rata write-ups punsua section 56 (3) Austrian Banking Act (BWG) amtuto EUR 37,301,716.30

(prior year: EUR 24,846 thousand).

Repurchase agreements
The carrying amount of assets subject to sale epdrchase agreements amounts to EUR 1,043,21084i.8he balance sheet date
(prior year: EUR 1,320,205 thousand).

Differences of the securities listed for trade on t he stock exchange not held as financial fixed asset s

The difference between the higher market valuehenbialance sheet date and the cost of purchaseapurt® section 56 (5) Austrian
Banking Act (BWG) amounts to EUR 1,857,862.36 (prieary EUR 7,778 thousand, prior year adjusted orbésés of section 59 (5)
Austrian Banking Act (BWG): disclosure of currensess only).

Breakdown of debt securities and other fixed-income securities

in EUR or in EUR thousand Dec 18 Dec 17
Issued by public-sector issuers 892,514,231.93 1,063,052
Own issues 1,888,038,744.64 561,507
Bonds - domestic credit institutions 62,265,737.13 48,247
Bonds - foreign credit institutions 1,018,553,925.65 613,452
Mortgage and municipal securities 797,194,453.75 780,851
Convertible bonds 0.00 0
Other bonds 303,080,908.82 703,364
Total position A5 4,961,648,001.92 3,770,474

8. Trading book

Erste Group Bank AG kept a trading book pursuaitrto102 CRR throughout the financial year. As off3dcember 2018, the securities
portfolio assigned to the trading book was EUR 2,886,888.13 (prior year: EUR 2,570,980 thousand)n&jomarket instruments
worth EUR 18,679,846,505.74 (prior year: EUR 14,899,6housand) were assigned to the trading book 3% Becember 2018.
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The volume of other financial instruments included the trading book had a par value of EUR 226,102.534.06 as of
31 December 2018 (prior year adjusted: EUR 233,33btiousand):

The disclosure of other financial instruments idels external transactions as well as booked iftéraasactions concerning hedge

relationships.

9. Participating interests and shares in affiliated

The amounts for equity and income are denominateslifo and, as a rule, are derived from the IFR&nfital statements prepared to
consolidate the consolidated financial statemetdsraling to uniform Group guidelines. The sharedattd below represents direct and

indirect shares.

Holdings as of 31 December 2018

companies

Interest of Balance sheet
Company name, registered office Erste Group in % Equity Result date
Credit institutions according to CRR
Banca Comerciald Roméana S.A., Bucharest 99.88 1,745,057,709.00 208,514,513.00 31.12.2018
Banka Sparkasse d.d., Ljubljana 4.00 117,547,989.00 8,472,687.00 31.12.2018
Ceska Sporitelna a.s., Prague 100.00 4,552,106,967.00 582,886,335.00 31.12.2018
Erste & Steiermérkische Bank d.d., Rijeka 59.02 1,053,714,682.00 111,852,323.00 31.12.2018
ERSTE BANK AD NOVI SAD, Novi Sad 74.00 199,592,910.00 24,689,116.00 31.12.2018
Erste Bank der oesterreichischen Sparkassen AG, Vienna 100.00 1,543,591,361.23 189,705,667.29 31.12.2018
Erste Bank Hungary Zrt, Budapest 85.00 1,085,188,374.00 180,252,752.00 31.12.2018
Prva stavebna sporitelna, a.s., Bratislava 25.02 240,912,035.49 15,205,129.07 31.12.2018
Public Joint-stock company commercial Bank "Center-Invest", Rostow on Don 9.09 142,433,798.78 9,146,650.65 31.12.2017
Slovenska sporitelna, a. s., Bratislava 100.00 1,479,872,412.00 180,175,991.00 31.12.2018
SPAR-FINANZ BANK AG, Salzburg 50.00 5,223,351.21 205,048.39 31.12.2018
Swedbank AB, Sundbyberg 0.07 8,483,058,599.15 1,576,980,713.47 31.12.2017
Financial institutions
EB Erste Bank Internationale Beteiligungen GmbH, Vienna 100.00 33,652,376.00 4,447,243.00 31.12.2018
Erste Group Immorent AG, Vienna 100.00 319,775,124.00 37,474,718.00 31.12.2018
EUROPEAN INVESTMENT FUND, Luxembourg 0.11 1,957,523,178.00 110,120,860.00 31.12.2017
Intermarket Bank AG, Vienna 92.63 53,330,490.00 4,305,879.00 31.12.2018
S Slovensko, spol. sr.o., Bratislava 100.00 24,848,486.00 6,937,383.00 31.12.2018
VBV - Betriebliche Altersvorsorge AG, Vienna 26.19 56,143,939.00 8,190,000.00 31.12.2018
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Interest of
Erste Group
Company name, registered office in % Equity Result Balance sheet date

Other holdings

Austrian Reporting Services GmbH, Vienna 14.00 66,074.65 12,405.07 31.12.2017
aws Griinderfonds Equity Invest GmbH & Co KG, Vienna 5.11 17,969,395.84 -2,426,983.48 31.12.2017
George Labs GmbH (vorm. BeeOne GmbH), Vienna 100.00 2,214,105.00 709,140.00 31.12.2018
Business Capital for Romania - Opportunity Fund Codperatief UA, Amsterdam 77.38 7,021,104.00 1,325,577.00 31.12.2017
CEESEG Aktiengesellschaft, Vienna 11.30 372,626,620.99 29,383,006.37 31.12.2017
EB-Restaurantsbetriebe Ges.m.b.H., Vienna 100.00 262,881.00 91,920.00 31.12.2018
Erste Asset Management GmbH, Vienna 64.67 107,559,394.00 39,854,314.00 31.12.2018
ERSTE d.o.0., Zagreb 10.79 15,000,119.00 3,084,962.55 31.12.2018
Erste Finance (Delaware) LLC, Wilmington 100.00 76,552.00 24,285.00 31.12.2018
Erste Group Card Processor d.o.0. (vm.MBU), Zagreb 100.00 17,703,194.00 2,089,054.00 31.12.2018
ERSTE GROUP IMMORENT LJUBLJANA, financne storitve, d.o.o., Ljubljana 25.00 197,538.00 -337,717.00 31.12.2018
Erste Group IT International GmbH, Vienna 99.90 16,363,050.00 -14,192,086.00 31.12.2018
Erste Group Services GmbH, Vienna 100.00 245,899.00 102,563.00 31.12.2018
Erste Group Shared Services (EGSS), s.r.o., Hodonin 60.00 207,732.00 -1,907.00 31.12.2018
Erste Reinsurance S.A., Luxembourg 100.00 43,130,172.00 -1,160,153.00 31.12.2018
Graben 21 Liegenschaftsverwaltung GmbH, Vienna 100.00 33,174.23 -1,825.77 31.12.2017
Haftungsverbund GmbH, Vienna 0.97 719,200.00 1,530.00 31.12.2018
IPS Fonds Gesellschaft birgerlichen Rechts, Vienna 32.08 124,999,102.00 12,628.00 31.12.2018
Osterreichische Wertpapierdaten Service GmbH, Vienna 32.50 97,861.25 15,280.66 31.12.2017
OM Objektmanagement GmbH, Vienna 100.00 51,729,489.00 958,468.00 31.12.2018
Procurement Services GmbH, Vienna 99.80 967,279.00 155,178.00 31.12.2018
ROMANIAN EQUITY PARTNERS COOPERATIEF U.A., Amsterdam 77.38 13,984,445.00 486,929.00 31.12.2017
s IT Solutions AT Spardat GmbH, Vienna 25.00 28,054,952.00 9,872,029.00 31.12.2018
Society for Worldwide Interbank Financial Telecommunication scrl, La Hulpe 0.20 394,698,392.00 81,079,470.00 31.12.2017
TAUROS Capital Investment GmbH & Co KG, Vienna 47.62 Founded in 2018
TAUROS Capital Management GmbH, Vienna 49.00 Founded in 2018
Therme Wien GmbH & Co KG, Vienna 15.00 29,297,298.00 446,179.96 31.12.2017
WE.TRADE INNOVATION DESIGNATED ACTIVITY COMPANY, Dublin 8.52 Founded in 2018
WIENER STADTISCHE VERSICHERUNG AG Vienna Insurance Group, Vienna 2.15 987,436,879.19 79,429,598.38 31.12.2017

In 2016, the European Bank for Reconstruction ande@@ment (EBRD) and Corvinus Nemzetkdzi Befektetéstkbaiien Miukodo
Részvénytarsasag (Corvinus) each acquired 15% dfhtaees in Erste Bank Hungary Zrt. (EBH) from ErsteuprBank AG. At the
same time, call-put option agreements were enfatedor the acquisition of these 30% of the shdmetsveen Erste Group Bank AG and
the EBRD and with Corvinus. Due to the different stuiwes of these option agreements, 15% of the shhat were sold to the EBRD
are still included as investments in affiliated gamies in the Erste Group Bank AG’s annual finan@pbrt at the same time a financial
liability in the value of the expected exercisecpris accounted for. For the remaining part (Comsjinthe put-call agreements were rec-
ognised off-balance.

10. Fixed assets

The carrying amount of developed land was EUR 69535 as of 31 December 2018 (prior year: EUR 6tfid6sand). The carrying
amount as of 31 December 2018 did not include teassets. For the next financial year, Erste GBamk AG will have expenses from
the use of tangible assets not disclosed in tha@nbal sheet (rental and leasing contracts) of EUB5D6756.00 (prior year:
EUR 17,092 thousand), and of EUR 85,660,723.68Hemext five financial years (prior year: EUR 8&%housand). Intangible fixed
assets include assets with a value of EUR 6,381008@rior year: EUR 4,847 thousand) that have lzeuired from an affiliated com-
pany. During the reporting year such assets haee bequired with a value of EUR 5,799,600.00 (py&ar: EUR 0 thousand).
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Statement of changes in fixed and long-term assets 2~ 018
At cost

As of Currency As of
in EUR 1 January 2018 Additions Disposals Reclassification translation (+/-) 31 December 2018

Participating interests 213,904,624.41 10,120,440.54 13,765,147.30 0.00 0.00 210,259,917.65
Shares in affiliated
companies 10,626,145,971.98 234,760,659.38 11,030,222.53 0.00 0.00 10,849,876,408.83
Intangible assets 184,554,694.91 10,751,382.26 101,223,961.76 355,237.69 158,746.59 94,596,099.69
Tangible assets 79,087,433.22 9,796,800.76 13,461,917.31 -355,237.69 76,394.57 75,143,473.55
Securities 7,594,934,545.39 3,979,828,720.57 3,494,145,683.58 0.00 4,757,111.19 8,085,374,693.57
Treasury bills and similar
securities 3,440,114,171.10 823,535,617.42 773,405,004.95 153,670,060.00 548,341.66 3,644,463,185.23

Loans and advances to

credit institutions 1,025,943,140.75

2,076,858,331.67

2,004,109,628.85

0.00

11,783,187.19

1,110,475,030.76

Loans and advances to
customers 246,979,563.63
Bonds and other fixed-

income securities 2,231,303,799.91

374,458,109.64

704,976,571.08

51,575,400.56

665,055,649.22

16,011,829.79

-227,467,572.70

5,157,387.77

-12,731,805.43

591,031,490.27

2,031,025,343.64

Shares and other non-

fixed-income securities 650,593,870.00 90.76 0.00 57,785,682.91 0.00 708,379,643.67
Total 18,698,627,269.91 4,245,258,003.51 3,633,626,932.48 0.00 4,992,252.35 19,315,250,593.29
Accumulated depreciation

Accumulated write Accumulated write Accumulated write
ups / downs ups / downs ups / downs
As of Additions / Currency As of

in EUR 1 January 2018 Write-ups (-) Write-downs (+) Disposals (-/+) translation (+/-) 31 December 2018
Participating interests 56,097,256.01 5,542,916.95 779,874.00 -362.36 0.00 51,333,850.70
Shares in affiliated
companies 4,291,376,151.89 230,459,000.99 140,387,065.23 -8,120,185.27 0.00 4,193,184,030.86
Intangible assets 159,286,272.59 0.00 10,434,342.87 -101,224,058.96 173,624.03 68,670,180.53
Tangible assets 40,997,565.94 0.00 4,893,251.48 -13,269,540.99 80,667.21 32,701,943.64
Securities 219,661,078.77 9,586,127.46 38,001,073.74 -29,692,380.85 -46,129,071.37 172,254,572.83

Treasury bills and similar

securities 161,938,981.77 2,063,066.28 34,630,646.74 -34,183,261.34 2,685,094.07 163,008,394.96

Loans and advances to

credit institutions -3,593,837.45 553,553.47 87,001.28 10,764,174.36 4,414,659.08 11,118,443.80

Loans and advances to

customers -10,066,644.54 160,259.87 915,536.55 -158,303.93 6,853,343.79 -2,616,328.00

Bonds and other fixed-

income securities 71,387,280.09 6,710,998.03 1,780,020.75 -6,114,989.94 -60,082,168.31 259,144.56

Shares and other non-

fixed-income securities -4,701.10 98,249.81 587,868.42 0.00 0.00 484,917.51
Total 4,767,418,325.20 245,588,045.40 194,495,607.32 -152,306,528.43 -45,874,780.13 4,518,144,578.56

Carrying amount

Contractual
in EUR Clean Price interest accrual As of 31 December 2018 As of 1 January 2018
Participating interests 158,926,066.95 0.00 158,926,066.95 157,807,368.40
Shares in affiliated companies 6,656,692,377.97 0.00 6,656,692,377.97 6,334,769,820.09
Intangible assets 25,925,919.16 0.00 25,925,919.16 25,268,422.32
Tangible assets 42,441,529.91 0.00 42,441,529.91 38,089,867.28

Securities

7,913,120,120.74

82,195,828.74

7,995,315,949.48

7,466,736,771.99

Treasury bills and similar securities

3,481,454,790.27

55,798,999.15

3,537,253,789.42

3,342,471,301.95

Loans and advances to credit institutions 1,099,356,586.96 2,916,545.54 1,102,273,132.50 1,031,101,450.52
Loans and advances to customers 593,647,818.27 4,027,467.17 597,675,285.44 259,348,916.12
Bonds and other fixed-income securities 2,030,766,199.08 13,649,865.01 2,044,416,064.09 2,178,327,848.76
Shares and other non-fixed-income securities 707,894,726.16 5,802,951.87 713,697,678.03 655,487,254.64

Total

14,797,106,014.73

82,195,828.74

14,879,301,843.47

14,022,672,250.08

The largest part of EUR 101,220,103.61 of the diabo&intangible assets in the reporting year ie thuthe inventory of IT develop-
ments to affiliated companies as well as exteropphers. In the section Securities, contractual@ed interest was shown in at cost as
well as in accumulated depreciation until 31 Decent)17. Due to the introduction of a new positi@eping and accounting system
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for securities the contractual accrued interesbisin at cost as well as in accumulated deprexiafihe values as of 1 January 2018 were
adjusted. As a result of improved static data dp#licame to reclassifications of customers in plublic sector and hybrid bonds. The
additions and disposals of around EUR 2 billionha position Loans and Advances to Customers ardadaehigher number of three-
month certificate of deposit transactions in thary2018.

11. Other assets

in EUR or in EUR thousand Dec 18 Dec 17
Securities transactions 5,840,723.22 3,434
Derivatives 3,599,558,933.83 4,530,202
Accrued income 7,205,700.64 9,312
Receivables from participating interests and affiliated companies 109,683,146.48 95,549
Other payments and settlements 158,015,534.03 104,153
Other assets 3,880,304,038.20 4,742,651

The decline in the balance sheet value for derigatresults to a large extent from matured traisacin 2018 and from the transfer of
already existing derivatives to a central counteripathe reporting year which lead to financiafsetting. In the balance sheet item other
assets derivatives amounting to EUR 1,240,402,044nDin the balance sheet item loans to crediitutisins collateral trades in the
amount of EUR 33,354,273.75 are offset.

12. Accrued and deferred items

Prepayments and accrued income decreased to EUR966590.65 as of 31 December 2018 (prior year: EBR 1388 thousand). Of
these, EUR 101,977,051.19 (prior year: EUR 108,9blighnd) were accruals in connection with securéied derivative instruments
and EUR 59,294,292.84 (prior year: EUR 70,820 thodsaere prepayments on commissions.

13. Deferred tax assets

In accordance with Section 198 Paragraph 9 of thstrlan Commercial Code (UGB) an amount of EUR 57,8 (prior year:
EUR 60,966 thousand) deferred tax assets have loeenrgted for in 2018 based on recognition of tasés and differences between the
book values. The option of recognising tax losseganerally made use of at Erste Group Bank AG. &hosal tax rates, which are
legally enforceable at the time of the preparatibthe financial statements, are used for the ¢aticun of deferred taxes.

14. Securitised liabilities

in EUR or in EUR thousand Dec 18 Dec 17
Non-covered loans and bank bonds 5,381,678,978.19 5,950,923
Mortgage and municipal bonds 10,896,840,946.58 7,902,304
Certificates of deposits 860,434,940.58 125,939
Securitised liabilities 17,138,954,865.35 13,979,166

15. Other liabilities

in EUR or in EUR thousand Dec 18 Dec 17
Securities transactions 20,048,867.44 3,098
Derivatives 2,981,667,972.04 3,906,471
Accrued income 2,276,052.02 2,230
Other liabilities and settlements 775,408,405.87 745,117
Other liabilities 3,779,401,297.37 4,656,916

The decline in the balance sheet value for dexigatresults to a large extent from matured trafwasin 2018 and from the transfer of
already existing derivatives to a central countdripathe reporting year which lead to financiafsetting. In the balance sheet item other
liabilities derivatives amounting to EUR 1,269,788%®3 and in the balance sheet item liabilitiesrait institutions collateral trades in

the amount of EUR 3,962,324.52 are offset.
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16. Provisions

in EUR or in EUR thousand Dec 18 Dec 17
Provisions for pensions 298,186,516.83 281,645
Provisions for taxation 13,156,376.04 40,678
Provisions for contingent liabilities 35,699,148.75 46,929
Provisions for negative market values of open derivatives without any hedge relationship 16,220,210.40 15,935
Other 121,796,599.15 122,762
Provisions 485,058,851.17 507,948

Assumptions for the actuarial calculation of pensio n entittements

Dec 18 Dec 17
Interest rate 1.92% 1.82%
Expected increase in pension benefits (including career- and collective agreement trend) 1.80% 1.50%

The expected retirement age was individually calad per employee due to the amendments deterriminta@ Ancillary Budget Act
2003 (BGBI | 71/2003) concerning the raising of tlaeliest possible retirement age. The currently igpple legislation specifiying a
gradual rise of the retirement age for men and wotoé5 was taken into consideration.

An interest rate of 4.23% (prior year: 3.84%) wasdifor the calculation of pension obligationshie NY branch.

Assumptions for the actuarial calculation of severa nce entitlements and jubilee benefits

Dec 18 Dec 17
Interest rate 1.92% 1.82%
Average salary rise (including career- and collective agreement trend) 2.70% 2.40%

The obligations were calculated in accordance thighAssociation of Actuaries’ (AVO) mortality taBlavO 2008 — Rechnungsgrundla-
gen fir die Pensionsversicherung".

Severance obligations have been outsourced to Wietdetische Versicherung AG (Sparkassen VersiclieAktiengesellschaft) since
2007. Severance entitlements measured in accordwitbe commercial law and based on the above paemneamount to
EUR 43,485,440.60 (prior year: EUR 43,031 thousarabpectively EUR 14,431,168.24 (prior year: EUR 18,8®usand) for jubilee
benefits obligations, and are posted as a contiriganility off-balance. The credit intended foretiperformance of outsourced severance
entitlements with the insurer as of 31 December82@mounted to EUR 43,485,440.60 (prior year: EUR 238,8iousand) and the
amount defined for jubilee benefits obligation&idR 14,431,168.24 (prior year: EUR 12,557 thousand).

The outsourcing of severance/jubilee benefits lentiénts to Wiener Stadtische Versicherung AG (Si¢aerung AG) has not resulted in
any change to employee claims against Erste Grougx B&, which continues to be liable for the sevementitlements of eligible
employees.

17. Subordinated liabilities

Subordinated debt (subordinated liabilities andotempentary capital) amounted to EUR 5,815,840,156%68f 31 December 2018 (prior
year: EUR 6,168,062 thousand). No subordinatedlitialtaken by Erste Group Bank AG during the repagtyear (including supple-
mentary capital) was above the 10% limit for tetatbordinated liabilities. The terms of all othebsrdinated liabilities are in compliance
with the requirements set forth in section 62 untiiCRR.

Movements in total subordinated liabilities werdakbws:

in EUR or in EUR thousand 1-12 18 1-12 17
Opening balance 6,168,062,036.29 6,025,082
Increase due to new issues 114,473,684.20 785,483
Decrease due to redemption -498,026,277.51 -578,630
Decrease due to partial extinguishment 0.00 0
Changes in carrying amount of bonds, of accrued interest and of FX valuation 31,330,713.70 -63,873
Closing balance 5,815,840,156.68 6,168,062
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Supplementary capital liabilities are primarilyussl in the form of securities. The securities are dt the end of the term. Supplemen-
tary capital loans are sold to international ingiitnal customers and private customers.

In the upcoming year, securitised supplementarijtadgabilities in the value of EUR 228,682,901.38ior year: EUR 52,594 thousand)
are due for repayment due to maturity.

The weighted average normal interest rate of supghtary capital bonds was 4.3% on 31 December & year: 4.2%) and the
average remaining term was 4.5 years (prior yea@ry®&ars). The increase in the average weighteddst is related to the transition to
the effevtive interest rate method.

The term “subordinated” is defined in accordancéhwection 45 paragraph 4 and section 51 parag@afithe Austrian Banking Act.

In 2018, Erste Group Bank AG's expenses for subateihliabilities and supplementary capital were E29R,006,223.03 (prior year:
EUR 290,317 thousand).

18. Tier 2 capital pursuant to Part 2 Title | Chapte  r 4 of Regulation (EU) No 575/2013

As reissue on the market of repurchased supplemyecagital is not intended, it is deducted on fhbilities side since the reporting year
(prior year: asset side EUR 17,518 thousand).

19. Additional core capital
In the reporting year 2018, no Additional Tier-Inbs were issued by Erste Group Bank AG.

Article 52 (1) lit n CRR provides for the loss absmby of financial instruments of additional corgital (write-down or conversion). A
trigger event for the write-off or conversion ofditibnal core capital is deemed to occur accordingrticle 54 Section 1 lit a CRR if the
core capital ratio of the issuer falls below 5.128&below another higher value defined by the isdne2018 no write-downs occured.

20. Subscribed capital

Subscribed capital on 31 December 2018 was EUR688900.00 (prior year: EUR 859,600 thousand), sepreed by 429,800,000
voting bearer shares (ordinary shares). Erste GBaunix AG held no own shares on the balance sheet dat

21. Authorised and conditional capital as of 31 Dec ~ ember 2018

Authorised capital

According to clause 5 of the Articles of Associatithe management board is authorised to incré@sesgistered capital of the Company
until 24 May 2023 subject to the supervisory baabinsent - also in several tranches - by an amafunp to EUR 343,060,000.00 by

issuing up to 171,800,000 voting no-par value lregihares in return for contributions in cash andtokind, with the issue price and

issuing conditions being determined by the managéimeard subject to the supervisory board’s consent

Furthermore, the management board is authorisédllyoor partly exclude the shareholders' statutempscription right subject to the
supervisory board’s consent (exclusion of the stjen right):
_ if the capital increase is in return for a cashtgbation and the shares issued to the exclusicth@fubscription right of the share-
holders, taken together, do not exc&fR 43,000,000.00; and/or
_ if the capital increase is in return for contrilouts in kind.

These two measures may also be combined. Howéneaggregate pro rata amount of registered cappaésented by shares for which
the shareholders' subscription rights are excluchetr the referenced authorisation, together iighprro rata amount of registered capi-
tal attributable to shares issued to creditorsooivertible bonds, which had been issued and stéd tife beginning of 24 May 2018, in

order to grant conversion or subscription rightéutfil obligations must not exceed the amount &ffE171,920,000.00.
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Conditional Capital

Pursuant to clause 6.3 of the Articles of Assogigticonditional capital based on the managementdb@ssolutions in 2002 and 2010

(both approved by the supervisory board) with a inainvalue of EUR 21,923,264.00 persists, which lsartonsumed by issuing up to
10,961,632 ordinary bearer shares or ordinary tegid shares with an issue price of at least EUR @ed share against cash contribu-
tion and by excluding the subscription rights af turrent shareholders. According to clause 6tth@fArticles of Association, the Com-

pany has additional conditional capital from th@eral meeting’s resolution of 12 May 2009 of EUR ,¥28,000.00 from the issuance
of up to 62,350,000 ordinary bearer shares. Thiglitional capital serves to grant conversion orssuption rights to investors of con-

vertible bonds. In the case of a specified conwarsibligation in the terms of issue of convertitents, it should also serve to fulfil this

conversion obligation. The issue amount and comvenstio are to be determined according to finahcalculation methods as well as
the company’s share prices in a recognised prigingedure.

Authorized conditional capital
According to clause 7 of the Articles of Associatimo authorisation currently exists to grant candgl capital.

22. Major shareholders

As of 31 December 2018, together with its syndigategners, DIE ERSTE oesterreichische Spar-Cassat&tiftung (“Privatstiftung”), a
foundation, controls approx. 29.99% of the shaneBrste Group Bank AG and with 16.21% is the maeraholder. The Privatstiftung
holds 6.49 of the shares directly; the indirect participation of the Privatstiftung amounts to around 9.72% of the shares held by
Sparkassen Beteiligungs GmbH & Co KG, which is aili@#d undertaking of the Privatstiftung. 0.78% dueld directly by Austrian
savings banks respectively saving banks foundatimtieg together with the Privatstiftung and adfiid with Erste Group Bank AG
through the Haftungsverbund. 9.92% of the subsdritapital is controlled by the Privatstiftung or thasis of a shareholder agreement
with Caixabank S.A.. 3.08% are held by other pasttethe shareholder agreement.

In 2018 (for the fiscal year 2017), a dividend lie amount of EUR 57,494,347.20 (prior year: EUR 4Z fhibusand) was paid for the
investment of the Privatstiftung in the Erste Gr@gnk AG. The purpose of the Privatstiftung, to beieved notably by way of holding
interests in Erste Group Bank AG, is to supportapgicientific, cultural as well as charitable indgtons and to promote the guiding
principles of the savings bank philosophy. As of[3dcember 2018, Bernhard Spalt (chairman), Boris éand Franz Portisch were
appointed as board members. On 1 January 2019,0Mzatasta takes over the chairman’s seat, which pregiously held by
Bernhard Spalt. The Privatstiftung's supervisoryrded eight members at the end of 2018, two ofrvlatso serve as members of the
supervisory board of Erste Group Bank AG. In accocdawith clause 15.1 of the Articles of Associatiand for the time in which the
Privatstiftung assumes liability for all currentdafuture debts in the event of their default onmat, it is entitled, pursuant to section 92
(9) Austrian Banking Act, to nominate up to onedhaf the supervisory board members for electiothatannual general meeting. So
far, the Privatstiftung has not exercised thistiigh

For hedging purposes, Erste Group Bank AG held ataintharket derivative transactions (interest rataps) with the Privatstiftung.
These matured in 2018. No new business was takea tifis regard. Like last year, there were noifprecurrency swaps. In addition,
the Privatstiftung held bonds of Erste Group Bank é\Ghe amount of EUR 9,162,743.75 (prior year: EUR6S thousand) and
Erste Group Bank AG currently does not hold any sésed liabilities issued by the Privatstiftungépious year: EUR 0.00 thousand).
In 2018, the interest expenses of Erste Group Ba@k flom announced bonds held amounted to EUR 31@35{prior year:
EUR 432 thousand) for the reporting period, whikeriast income amounted to EUR 0,- (prior year: EUR tBbusand).

As of 31 December 2018, CaixaBank S.A., which is thase Valencia, Spain (relocated from Barcelona a beginning of
October 2017) held a total of 42,634,248 Erste @rBank AG shares (prior year: 42,634,248 sharesichms equivalent to 9.92%
(prior year: 9.92%) of the subscribed capital a§tErGroup Bank AG. In accordance with the syndiegteement with the other major
shareholders of the bank, CaixaBank may nominatestervisory board members. Mr. Jordi Gual Solé i(ofen of the board at
CaixaBank S.A.) has held one of these seats sinagetieral meeting in 2017, while the second seatri®ntly vacant.

In 2018, for their involvement in Erste Group Ban® ACaixaBank S.A. received a dividend in the amafiifUR 51,161,097.60 (prior
year: EUR 42,634 thousand) in 2018 (for the fisean2017).
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23. Reserves

In 2018, the reserves of Erste Group Bank AG deesas follows:

As of As of
in EUR Dec 17 Allocations (+) Releases (-) Dec 18
Capital reserves 1,627,019,510.67 0.00 0.00 1,627,019,510.67
committed 1,627,019,510.67 0.00 0.00 1,627,019,510.67
uncommitted 0.00 0.00 0.00 0.00
for own shares and shares in a controlling company 0.00 0.00 0.00 0.00
Retained earnings 3,330,212,250.87 335,315,629.84 0.00 3,665,527,880.71
statutory reserve 1,537,900,000.00 0.00 0.00 1,537,900,000.00
reserves provided for by the articles 0.00 0.00 0.00 0.00
other reserves 1,698,446,254.93 332,068,072.14 0.00 2,030,514,327.07
other tied reserves 93,865,995.94 3,247,557.70 0.00 97,113,553.64
Reserve pursuant to section 57 (5) of the Austrian
Banking Act (BWG) 851,000,000.00 0.00 0.00 851,000,000.00

The allocation to other tied reserves includes éeante-fund (see note 24) in the amount of EUR 1B%.89 (prior year:
EUR 7,705 thousand), deferred tax assets from Nenk banch of EUR -8,517,863.29 (prior year: EUR84,2housand), deferred tax
assets from Hong Kong branch of EUR -1,162,021.3dor(pyear: EUR -925 thousand) and domestic deferteed assets of
EUR 5,724,257.41 (prior year: EUR 49,803 thousand).

24. Recovery & Resolution Fund, deposit guarantee f  und, IPS fund

Recovery & Resolution Fund

EU directive 2014/59/EU (Bank Recovery and Resolubinective, BRRD) was transposed into Austrian lawthi@ Austrian Banking
Restructuring and Resolution Act (BaSAG). BaSAG becaffeetive on 1 January 2015. The law governs abirof aspects, including
the creation of financing mechanisms for the rasmuof credit institutions that provide for theraral payment of contributions by banks
to a joint European recovery and resolution furidgfe Resolution Fund, SRF).

BaSAG defines the target level of the Austrian Repp®eResolution Fund and the contribution payablethiy Austrian credit institu-
tions. The law requires that the Recovery & Resofuffund be endowed with at least 1% of the secdepdsits of all credit institutions
authorised in Austria by 31 December 2024. Theesftire fund shall be set up over a period of 10syaad, to the extent practicable,
contributions will be equally distributed over thitire period.

The contributions to be made by the credit insthg are calculated as a ratio of their respedtal@lities (exclusive of own funds) less
secured deposits to the aggregate liabilities (skeb of own funds) less secured deposits of atititions authorised in Austria, distrib-
uted over a period of 10 years. Furthermore, tikes¢ributions will be weighted in accordance witie risk profile of the credit institu-
tion. The amount payable as contribution is thusmened not only by the respective credit inskitns unsecured liabilities, but also
significantly influenced by the unsecured liabdgiheld by all Austrian institutions and the riskighting. The resolution authority is
tasked with determining the risk weighting. In 20E8ste Group Bank AG paid EUR 17,471,011.17 (py&ar: EUR 14,245 thousand),
which is included in the item other operating exgen

Deposit guarantee fund

The deposit guarantee scheme, based on an EUivkré2014/49/EU), serves to protect customer dépdsld at credit institutions. This
EU directive was transposed into national law irst#tia by way of the Act on Deposit Guarantee Scleeaml Investor Compensation
(ESAEG), and came into effect on 14 August 2015.

Every guarantee scheme has its own deposit guaréurtd consisting of available financial resourae®unting to no less than 0.8% of
the sum total of covered deposits held at the mennistitutions (target level). This target leveltes be achieved over a period of 10
years.

As long as the target level has not been reachedyuarantee schemes will require their membeitutisns to pay an annual contribu-
tion. The contributions payable by the member fustins are calculated on the basis of the volumeowered deposits (0.8% of the
covered deposits distributed over a 10-year peréod) determined in relation to the nature of tsksrito which each relevant member
institution is specifically exposed. The method dude determine the risk weighting must be approbgdthe FMA. In 2018,
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Erste Group Bank AG paid a total of EUR 27,707.34ofpyear: EUR 26 thousand), which is included in iteen other administrative
expenses.

IPS fund (ex-ante-fund)

The IPS fund is an ex-ante-fund of Haftungsverbaiimstitutional guarantee system (IPS) that isnidéel to secure financial support to
Haftungsverbund members facing economic difficslti€he IPS fund is a "Gesellschaft burgerlichen REctiPS Fonds GesBR - a
partnership under civil law) — the low-risk, regdélvailable investment of the ex-ante-fund is reised as a special asset. Shareholders
with a stake in the assets are Erste Group BankEk&e Bank der oesterreichischen Sparkassen AG lanthar savings banks that
subscribe to the institutional guarantee systenitudgsverbund GmbH is an active partner but noigebl to make a capital contribu-
tion.

The plan is to provide the ex-ante-fund with EUR &ilion over a period of 10 years, i.e. by 30 Sepber 2024. Partners are obliged
to pay EUR 25 million a year, payable in quarterigtallments. Haftungsverbund GmbH is tasked witterd@ining the amount of the
respective payment due. The schedule of contribsitass defined in the second Supplementary Agreehenbeen set up both on the
basis of the distribution key specified under §e¢l) Agreement in Principle (total risk) and oe tiasis of the distribution key specified
under sec. 12 (1) Agreement in Principle ("Amown&d to customers" plus 50% of the item "Secuutisabilities"), in equal terms.

The contributions (deposits) are to be taken fréwa annual financial result, with other reservesndpeaieleased where necessary.
Erste Group Bank AG created a reserve of EUR 7,2@38§prior year: EUR 7,705 thousand) in 2018, witiclresponds to the amount
of the contributions made (deposits).

25. 0wn funds and capital requirement
These unconsolidated financial statements of EfSteup Bank AG have yet to be approved by the sugeryi board.
Erste Group Bank AG is in compliance with the triosal provisions concerning capital requirementgyket risk and credit risk set

forth by Austria's accompanying CRR ordinance as a®IEU Regulation No. 2016/445 of the European CeBa@ak concerning the
use of options and discretions available in Euragdaion Law, EZB/2016/4.
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Own funds

Capital structure according to Regulation (EU) No 575/2013 (CRR) Basel 3
in EUR or in EUR thousand Article pursuant to CRR Dec 18 Dec 17
Common equity tier 1 capital (CET1)
26 (1) (a) (b), 27-30, 36 (1)
Capital instruments eligible as CET1 ), 42 2,486,619,510.67 2,486,620
Own CET1 instruments 36 (1) (f), 42 -34,636,327.40 -16,360
Retained earnings 26 (1) (c), 26 (2) 4,476,424,965.26 4,148,313
Interim loss 36 (1) (a) 0.00 0
Other reserves 4(117), 26 (1) (e) 0.00 0
Prudential filter: cash flow hedge reserve 33 (1) (a) 0.00 0
Prudential filter: cumulative gains and losses due to changes in own credit risk
on fair valued liabilities 33 (1) (b) 0.00 0
Prudential filter: fair value gains and losses arising from the institution's own credit risk
related to derivative liabilities 33 (1) (c), 33(2) -2,447,880.17 -2,231
Value adjustments due to the requirements for prudent valuation 34, 105 -10,713,729.60 -45,410
Regulatory adjustments relating to unrealised gains and losses 467, 468 0.00 0
Other intangible assets 4 (115), 36 (1) (b), 37 (a) -25,925,919.16 -25,268
Deferred tax assets dependent upon future profitability and not temporary differences net of
associated tax liabilities 36 (1) (c), 38 0.00 -35,893
IRB shortfall of credit risk adjustments to expected losses 36 (1) (d), 40, 158, 159 -6,539,291.15 -18,774
Other transitional adjustments CET1 469 to 472, 478, 481 0.00 15,987
Interim loss (0%) 0.00 0
Other intangibles (0%) 0.00 5,054
IRB shortfall of provisions to expected losses (0%) 0.00 3,755
Deferred tax assets that rely on future profitability and do not arise from temporary
differences net of associated tax liabilities, which existed until December 2013 (80%) 0.00 0
Deferred tax assets that rely on future profitability and do not arise from temporary
differences net of associated tax liabilities, which exists since January 2014 (0%) 0.00 7,179
Excess of deduction from AT1 items over AT1 36 (1) (j) 0.00 0
Common equity tier 1 capital (CET1) 50 6,882,781,328.45 6,506,983
Additional tier 1 capital (AT1)
Capital instruments eligible as AT1 51 (a), 52-54, 56 (a), 57 1,000,000,000.00 1,000,000
Own AT1 instruments 52 (1) (b), 56 (a), 57 -1,500,000.00 -1,500
Instruments issued by subsidiaries that are given recognition in AT1 85, 86 0.00 0
483 (4) (5), 484-487, 489,
Transitional adjustments due to grandfathered AT1 instruments 491 0.00 0
AT1 instruments of financial sector entities where the institution has a significant investment 4 (27), 56 (d), 59, 79 0.00 0
Other transitional adjustments AT1 474, 475, 478, 481 0.00 -6,931
Interim loss (0%) 0.00 0
Other intangibles (0%) 0.00 -5,054
IRB shortfall of provisions to expected losses (0%) 0.00 -1,877
Excess of deduction from AT1 items over AT1 36 (1) (j) 0.00 0
Additional tier 1 capital (AT1) 61 998,500,000.00 991,569
Tier 1 capital - total amount of common equity tier 1 (CET1) and add itional tierl (AT1) 7,881,281,328.45 7,498,552
Tier 2 capital (T2) 0
Capital instruments and subordinated loans eligible as T2 62 (a), 63-65, 66 (a), 67 3,481,595,149.19 4,324,346
Own T2 instruments 63 (b) (i), 66 (a), 67 -29,314,307.93 -43,007
Instruments issued by subsidiaries recognised in T2 87,88 0.00 0
Transitional adjustments due to additional recognition in T2 of instruments issued by
subsidiaries 480 0.00 0
483 (6) (7), 484, 486, 488,
Transitional adjustments due to grandfathered T2 instruments and subordinated loans 490, 491 38,826,234.72 48,533
IRB excess of provisions over expected losses eligible 62 (d) 41,624,550.81 36,590
Standardised approach general credit risk adjustments 62 (c) 0.00 0
Other transitional adjustments to tier 2 capital 476, 477, 478, 481 0.00 -1,877
IRB shortfall of provisions to expected losses (0%) 0.00 -1,877
T2 instruments of financial sector entities where the institution has a significant investment 4 (27), 66 (d), 68, 69, 79 -275,245.57 0
Tier 2 capital (T2) 71 3,5632,456,381.22 4,364,584
Total own funds 11.413.737.709,67 11,863,136
Total Risk Exposure Amount 92 (3), 95, 96, 98 32,235,316,755.30 30,367,143
Common Equity Tier 1 capital ratio 92 (2) (a) 21.35% 21.43%
Tier 1 capital ratio 92 (2) (b) 24.45% 24.69%
Solvency ratio 92 (2) (c) 35.41% 39.07%

The percentages concerning transitional provisghrsvn, relate to the current year.
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Capital Requirement

Risk structure according to Regulation (EU)

No 575/2013 (CRR) Dec 18 Dec 17
Calculation base Capital
Avrticle pursuant to [total risk requirement Calculation base Capital
in EUR or in EUR thousand CRR (phased-in) (phased-in) [total risk requirement
Total Risk Exposure Amount 92 (3), 95, 96, 98 32,235,316,755.30 2,578,825,340.42 30,367,143 2,429,371
Risk weighted assets (credit risk) 92 (3) (@) () 27,012,633,093.16 2,161,010,647.45 25,201,551 2,016,124
Standardised approach 6,492,484,180.31 519,398,734.42 12,689,280 1,015,142
IRB approach 20,520,148,912.85 1,641,611,913.03 12,512,271 1,000,982
Settlement Risk (3) (c) (i), 92 (4) (b) 37,857.25 3,028.58 508 41
92 (3) (b) (i) und (iii),
Trading book, foreign FX risk and commodity risk 92 (4) (b) 3,572,772,129.76 285,821,770.38 2,989,948 239,196
Operational Risk 92 (3) (e), 92 (4) (b) 1,015,021,487.00 81,201,718.96 1,599,590 127,967
Exposure for CVA 92 (3) (d) 634,852,188.13 50,788,175.05 575,546 46,044
Other exposure amounts incl. Basel 1 floor 3, 458, 459, 500 0.00 0.00 0 0

For the preparation of consolidated capital andsobidiated capital requirements, reference is madibé respective statements in the
2018 consolidated financial statements of Erstau@ro

26. List of assets pledged as collateral for liabil ities (acc. to section 64 [1] no. 8 Austrian Bankin g Act)

Assets
in EUR or in EUR thousand

Dec 18

Dec 17

Liability description

Balance sheet item

Collateral pool for covered Erste Bank bonds

Fixed-income securities 848,967,362.65 969,379 Covered Erste Bank bonds Liability 3
OeNB asset pool (tender)

Credit claims 1,385,766,666.67 1,400,000 Refinancing by OeNB / ECB Liability 1
Pledge agreements

Guarantees and contingent liabilities pledged

Money market loan 216,400,000.00 320,500 as collateral
Collateral for unregistered OTC derivatives

Cash collateral 386,057,243.62 465,133  Other liabilities Liability 4

Securities collateral 33,246,131.31 4,383  Other liabilities Liability 4
Total 2,870,437,404.25 3,159,395
Collateral for exchange-traded derivatives

Securities collateral 255,054,739.42 19,851 margin requirement

Cash collateral 15,044,621.47 9,182 margin requirement
Total 270,099,360.89 29,033
Blocked securities account as collateral with
Osterreichische Kontrollbank AG

Fixed-income securities 21,025,716.90 21,438 Margin requirement
Collateral pool for municipal and mortgage bonds

Loans and advances to customers 555,814,073.39 887,181 Issued municipal and mortgage bonds Liability 3

Fixed-income securities 101,133,244.23 96,116 Issued municipal and mortgage bonds Liability 3
Coverage for the pension provisions

Pension provisions § 11 BPG 143,390,600.57 145,655 Coverage for the pension provisions Liability 6
Total 821,363,635.09 1,150,390
AGGREGATE TOTAL 3,961,900,400.23 4,338,818
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27. Total volume of unsettled derivatives

Dec 18
in EUR

Time to maturity for notional amounts

< 1lyears

1-5 years

> 5 years

Total

Interest rate contracts

31,085,541,597.02

82,754,607,997.90

45,677,992,483.34

159,518,142,078.26

OTC products

30,762,399,579.54

82,754,607,997.90

45,677,992,483.34

159,195,000,060.78

Options

3,298,978,277.59

10,569,403,811.88

4,476,635,916.45

18,345,018,005.92

Other (f.i.: Interest rate swaps)

27,463,421,301.95

72,185,204,186.02

41,201,356,566.89

140,849,982,054.86

Exchange-traded products 323,142,017.48 0.00 0.00 323,142,017.48
Options 0.00 0.00 0.00 0.00
Other (f.i.: Futures) 323,142,017.48 0.00 0.00 323,142,017.48

Securities related contracts

1,491,598,503.02

13,804,099,069.75

834,266,591.45

16,129,964,164.22

OTC products

1,316,786,848.14

13,803,387,029.75

834,266,591.45

15,954,440,469.34

Options

990,225,186.95

13,760,372,781.59

832,094,443.92

15,582,692,412.46

Other (f.i.: Stock swaps) 326,561,661.19 43,014,248.16 2,172,147.53 371,748,056.88
Exchange-traded products 174,811,654.88 712,040.00 0.00 175,523,694.88
Options 33,631,348.47 0.00 0.00 33,631,348.47
Other (f.i.: Futures) 141,180,306.41 712,040.00 0.00 141,892,346.41

Currency contracts

56,020,170,645.97

13,103,197,029.83

2,011,353,519.26

71,134,721,195.06

OTC products

55,975,648,086.99

13,103,197,029.83

2,011,353,519.26

71,090,198,636.08

Options

3,311,939,570.60

735,772,596.29

243,741,253.29

4,291,453,420.18

Other (f.i.: Currency swap)

52,663,708,516.39

12,367,424,433.54

1,767,612,265.97

66,798,745,215.90

Exchange-traded products 44,522,558.98 0.00 0.00 44,522,558.98
Options 0.00 0.00 0.00 0.00
Other (f.i.: Futures) 44,522,558.98 0.00 0.00 44,522,558.98

Credit derivatives

60,687,772.93

549,067,697.82

108,380,131.00

718,135,601.75

OTC products

60,687,772.93

549,067,697.82

108,380,131.00

718,135,601.75

Credit Default Options 0.00 0.00 0.00 0.00
Other (f.i.: Credit Default Swaps) 60,687,772.93 549,067,697.82 108,380,131.00 718,135,601.75
Exchange-traded products 0.00 0.00 0.00 0.00
Options 0.00 0.00 0.00 0.00
Other 0.00 0.00 0.00 0.00
Commodity contracts 10,586,515.30 0.00 0.00 10,586,515.30
OTC products 0.00 0.00 0.00 0.00
Options 0.00 0.00 0.00 0.00
Other (f.i..: Commodity swaps) 0.00 0.00 0.00 0.00
Exchange-traded products 10,586,515.30 0.00 0.00 10,586,515.30
Options 0.00 0.00 0.00 0.00
Other (f.i.: Futures) 10,586,515.30 0.00 0.00 10,586,515.30
Other 141,000,000.00 121,838,000.00 857,697,230.59 1,120,535,230.59
OTC products 141,000,000.00 121,838,000.00 857,697,230.59 1,120,535,230.59
Options 141,000,000.00 121,838,000.00 850,614,690.91 1,113,452,690.91
Other (f.i.: Inflation swaps) 0.00 0.00 7,082,539.68 7,082,539.68
Exchange-traded products 0.00 0.00 0.00 0.00
Options 0.00 0.00 0.00 0.00
Other 0.00 0.00 0.00 0.00
Total 88,809,585,034.24 110,332,809,795.30 49,489,689,955.64 248,632,084,785.18

OTC products

88,256,522,287.60

110,332,097,755.30

49,489,689,955.64

248,078,309,998.54

Exchange-traded products

553,062,746.64

712,040.00

0.00

553,774,786.64

The presentation of the nominal values is madeowitinetting of transactions with Central Countelipart
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Dec 17 Time to maturity for notional amounts
in EUR thousand <1lyears 1-5 years > 5 years Total
Interest rate contracts 33,603,825 90,545,292 55,486,036 179,635,153
OTC products 33,602,354 90,545,292 55,486,036 179,633,682
Options 4,567,670 15,942,655 13,031,322 33,541,647
Other (f.i.: Interest rate swaps) 29,034,684 74,602,637 42,454,714 146,092,035
Exchange-traded products 1,471 0 0 1,471
Options 0 0 0 0
Other (f.i.: Futures) 1,471 0 0 1,471
Securities related contracts 2,711,184 4,801,969 1,409,745 8,922,898
OTC products 2,406,682 4,801,969 1,409,745 8,618,396
Options 1,281,553 2,758,190 1,165,568 5,205,311
Other (f.i.: Stock swaps) 1,125,129 2,043,779 244,177 3,413,085
Exchange-traded products 304,502 0 0 304,502
Options 35,602 0 0 35,602
Other (f.i.: Futures) 268,900 0 0 268,900
Currency contracts 56,273,497 12,269,713 3,064,785 71,607,995
OTC products 56,247,369 12,269,713 3,064,785 71,581,867
Options 4,347,369 589,731 455,942 5,393,042
Other (f.i.: Currency swap) 51,900,000 11,679,982 2,608,843 66,188,825
Exchange-traded products 26,128 0 0 26,128
Options 0 0 0 0
Other (f.i.: Futures) 26,128 0 0 26,128
Credit derivatives 191,711 1,009,338 436,485 1,637,534
OTC products 191,711 1,009,338 436,485 1,637,534
Credit Default Options 0 0 0 0
Other (f.i.: Credit Default Swaps) 191,711 1,009,338 436,485 1,637,534
Exchange-traded products 0 0 0 0
Options 0 0 0 0
Other 0 0 0 0
Commodity contracts 55,088 348 0 55,436
OTC products 16,350 348 0 16,698
Options 3,431 0 0 3,431
Other (f.i..: Commodity swaps) 12,919 348 0 13,267
Exchange-traded products 38,738 0 0 38,738
Options 0 0 0 0
Other (f.i.: Futures) 38,738 0 0 38,738
Other 96,865 360,519 1,080,048 1,537,432
OTC products 96,865 360,519 1,080,048 1,537,432
Options 59,849 99,518 0 159,367
Other (f.i.: Inflation swaps) 37,016 261,001 1,080,048 1,378,065
Exchange-traded products 0 0 0 0
Options 0 0 0 0
Other 0 0 0 0
Total 92,932,170 108,987,179 61,477,099 263,396,448
OTC products 92,561,331 108,987,179 61,477,099 263,025,609
Exchange-traded products 370,839 0 0 370,839
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28. Derivative financial instruments and fixed-asse

Derivative financial instruments

t financial instruments acc. to the Fair-Value Valu

ation Act (FVBG)

Dec 18

in EUR

Notional amount

thereof sells

Carrying amount
Assets (+) /
Liabilities (-)

Fair value

Positive

Negative

Interest rate contracts
OTC products

159,518,142,078.26
159,195,000,060.78

8,629,644,113.58
8,629,644,113.58

341,679,209.03

341,679,209.03

3,218,329,717.83
3,218,329,717.83

-2,465,890,744.66
-2,465,890,744.66

Options

18,345,018,005.92

8,629,644,113.58

76,178,737.58

-998,939,426.12

882,228,640.81

Other (f.i.: Interest rate swaps)

140,849,982,054.86

265,500,471.45

4,217,269,143.95

-3,348,119,385.47

Exchange-traded products 323,142,017.48 0.00 0.00 0.00 0.00
Options 0.00 0.00 0.00 0.00 0.00
Other (f.i.: Futures) 323,142,017.48 0.00 0.00 0.00

Securities related contracts

16,129,964,164.22

7,701,049,967.45

67,860,642.13

206,227,833.66

-208,247,125.16

OTC products
Options

15,954,440,469.34
15,582,692,412.46

7,701,049,967.45
7,701,049,967.45

68,408,699.26

15,221,162.29

205,647,017.35
109,791,712.98

-207,118,251.72
-173,678,232.26

Other (f.i.: Stock swaps)

371,748,056.88

53,187,536.97

95,855,304.37

-33,440,019.46

Exchange-traded products 175,523,694.88 0.00 -548,057.13 580,816.31 -1,128,873.44
Options 33,631,348.47 0.00 -548,057.13 580,816.31 -1,128,873.44
Other (f.i.: Futures) 141,892,346.41 0.00 0.00 0.00

Currency contracts
OTC products

71,134,721,195.06
71,090,198,636.08

2,102,883,297.51
2,102,883,297.51

55,116,923.08

55,116,923.08

544,563,145.08
544,563,145.08

-503,844,791.00
-503,844,791.00

Options 4,291,453,420.18 2,102,883,297.51 7,552,630.68 34,325,060.70 -30,525,655.77
Other (f.i.: Currency swap) 66,798,745,215.90 47,564,292.40 510,238,084.38 -473,319,135.23
Exchange-traded products 44,522,558.98 0.00 0.00 0.00 0.00
Options 0.00 0.00 0.00 0.00 0.00
Other (f.i.: Futures) 44,522,558.98 0.00 0.00 0.00
Credit derivatives 718,135,601.75 153,829,340.61 -2,392,727.76 16,627,479.94 -13,286,124.29
OTC products 718,135,601.75 153,829,340.61 -2,392,727.76 16,627,479.94 -13,286,124.29
Credit Default Options 0.00 0.00 0.00 0.00 0.00
Other (f.i.: Credit Default Swaps) 718,135,601.75 153,829,340.61 -2,392,727.76 16,627,479.94 -13,286,124.29
Exchange-traded products 0.00 0.00 0.00 0.00 0.00
Options 0.00 0.00 0.00 0.00 0.00
Other 0.00 0.00 0.00 0.00
Commodity contracts 10,586,515.30 0.00 0.00 0.00 0.00
OTC products 0.00 0.00 0.00 0.00 0.00
Options 0.00 0.00 0.00 0.00 0.00
Other (f.i.: Commodity swaps) 0.00 0.00 0.00 0.00
Exchange-traded products 10,586,515.30 0.00 0.00 0.00 0.00
Options 0.00 0.00 0.00 0.00 0.00
Other (f.i.: Futures) 10,586,515.30 0.00 0.00 0.00
Other 1,120,535,230.59 98,908,000.00 -28,813,175.01 72,078,187.17 -52,726,657.27
OTC products 1,120,535,230.59 98,908,000.00 -28,813,175.01 72,078,187.17 -52,726,657.27
Options 1,113,452,690.91 98,908,000.00 -26,600,198.97 72,078,187.17 -50,513,681.23
Other (f.i.: Inflation swaps) 7,082,539.68 -2,212,976.04 0.00 -2,212,976.04
Exchange-traded products 0.00 0.00 0.00 0.00 0.00
Options 0.00 0.00 0.00 0.00 0.00
Other 0.00 0.00 0.00 0.00
Total 248,632,084,785.18 18,686,314,719.15 433,450,871.47 4,057,826,363.68 -3,243,995,442.38
thereof external/internal deals
External 215,479,429,501.59 11,966,235,091.69 799,481,291.65 2,964,178,123.56 -2,150,254,316.68
Internal 33,152,655,283.59 6,720,079,627.46 -366,030,420.18 1,093,648,240.12 -1,093,741,125.70

thereof OTC/Exchange-traded products

OTC products

248,078,309,998.54

18,686,314,719.15

433,998,928.60

4,057,245,547.37

-3,242,866,568.94

Exchange-traded products
thereof trading book/banking book

553,774,786.64

0.00

-548,057.13

580,816.31

-1,128,873.44

Trading book
Banking book
thereof hedges

226,104,502,584.06
22,527,582,201.12
21,959,082,201.12

16,821,846,208.13
1,864,468,511.02
1,681,468,511.02

343,123,382.57

90,327,488.90

106,559,366.08

3,254,325,104.05
803,501,259.63
803,439,949.78

-2,911,201,721.40
-332,793,720.98
-316,573,510.58

The presentation of the nominal values is madeowitinetting of transactions with Central Counteiipart

The fair value of options was determined using pisre option pricing models. The valuation modelsdumiclude models of the Black-

Scholes class, binomial models, as well as Hullt&/and BGM models.
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Dec 17 Notional amount Carrying amount Fair value
Assets (+) /
in EUR thousand thereof sells Liabilities (-) Positive Negative
Interest rate contracts 179,635,153 17,082,943 365,783 4,367,031 -3,641,801
OTC products 179,633,682 17,082,943 365,783 4,367,031 -3,641,801
Options 33,541,647 17,082,943 124,582 868,310 -740,527
Other (f.i.: Interest rate swaps) 146,092,035 0 241,201 3,498,721 -2,901,274
Exchange-traded products 1,471 0 0 0 0
Options 0 0 0 0 0
Other (f.i.: Futures) 1,471 0 0 0 0
Securities related contracts 8,922,898 2,246,104 99,608 266,334 -173,011
OTC products 8,618,396 2,225,803 99,634 265,964 -172,615
Options 5,205,311 2,225,803 76,426 187,741 -121,642
Other (f.i.: Stock swaps) 3,413,085 0 23,208 78,223 -50,973
Exchange-traded products 304,502 20,301 -26 370 -396
Options 35,602 20,301 -26 370 -396
Other (f.i.: Futures) 268,900 0 0 0 0
Currency contracts 71,607,995 2,725,129 8,386 300,947 -303,596
OTC products 71,581,867 2,725,129 8,386 300,947 -303,596
Options 5,393,042 2,725,129 11,046 50,140 -33,185
Other (f.i.: Currency swap) 66,188,825 0 -2,660 250,807 -270,411
Exchange-traded products 26,128 0 0 0 0
Options 0 0 0 0 0
Other (f.i.: Futures) 26,128 0 0 0 0
Credit derivatives 1,637,534 930,484 -8,356 27,866 -35,991
OTC products 1,637,534 930,484 -8,356 27,866 -35,991
Credit Default Options 0 0 0 0 0
Other (f.i.: Credit Default Swaps) 1,637,534 930,484 -8,356 27,866 -35,991
Exchange-traded products 0 0 0 0 0
Options 0 0 0 0 0
Other 0 0 0 0 0
Commodity contracts 55,436 1,781 -1 428 -430
OTC products 16,698 1,781 -1 428 -430
Options 3,431 1,781 1 1 0
Other (f.i..: Commodity swaps) 13,267 0 -2 427 -430
Exchange-traded products 38,738 0 0 0 0
Options 0 0 0 0 0
Other (f.i.: Futures) 38,738 0 0 0 0
Other 1,537,432 86,086 -28,427 74,240 -54,612
OTC products 1,537,432 86,086 -28,427 74,240 -54,612
Options 159,367 86,086 372 0 0
Other (f.i.: Inflation swaps) 1,378,065 0 -28,799 74,240 -54,612
Exchange-traded products 0 0 0 0 0
Options 0 0 0 0 0
Other 0 0 0 0 0
Total 263,396,448 23,072,527 436,993 5,036,846 -4,209,441
thereof external/internal deals
External 222,196,065 13,816,947 995,995 3,628,447 -2,801,042
Internal 41,200,383 9,255,580 -559,002 1,408,399 -1,408,399
thereof OTC/Exchange-traded products
OTC products 263,025,609 23,052,226 437,019 5,036,476 -4,209,045
Exchange-traded products 370,839 20,301 -26 370 -396
thereof trading book/banking book
Trading book 233,305,154 18,434,667 364,571 3,809,335 -3,444,765
Banking book 30,091,294 4,637,860 72,422 1,227,511 -764,676
thereof hedges 29,777,021 4,637,860 87,906 1,225,279 -748,743
The book values are presented in following balaseet items:
thereof
in EUR or in EUR thousand Dec 18 internal trades Dec 17
A12 Other assets 3,599,558,933.83 652,324,887.85 4,090,688
Al14 Prepayments and accrued income 17,037,346.21 17,037,346.21 108,517
P04 Other liabilities 2,981,667,972.04 850,135,428.11 3,502,745
P05 Accruals and deferred income 185,257,226.13 185,257,226.13 252,862
P06 Provisions 16,220,210.40 0.00 15,935
Total 433,450,871.47 -366,030,420.18 427,663
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Fixed-asset instruments

In the following table the figures are displayedhsiut contractual interest accruals.

Dec 18
in EUR Carrying amount Positive fair value Hidden losses Hidden reserves
Treasury bills 83,365,269.05 82,035,969.48 -1,329,299.58
3,398,089,521.22 3,626,572,499.75 228,482,978.54
Loans and advances to credit institutions 504,598,863.16 496,685,108.18 -7,913,754.99
594,757,723.80 596,793,962.41 2,036,238.61
Loans and advances to customers 97,372,405.84 91,874,248.28 -5,498,157.56
496,275,412.43 511,104,719.62 14,829,307.19
Debt securities 691,366,591.09 681,429,942.32 -9,936,648.77
1,339,399,607.99 1,363,665,054.17 24,265,446.18
Shares 150,000,000.00 149,744,260.50 -255,739.50
557,894,726.16 567,149,909.29 9,255,183.13
Financial instruments carried as fixed assets 1,526,703,129.14 1,501,769,528.76 -24,933,600.40

6,386,416,991.60

6,665,286,145.24

278,869,153.65

in EUR thousand

Dec 17

Carrying amount

Positive fair value

Hidden losses

Hidden reserves

Treasury bills 38,093 37,847 -245
3,240,083 3,495,557 255,474

Loans and advances to credit institutions 733,472 728,842 -4,630
296,065 300,681 4,616

Loans and advances to customers 96,044 95,298 -746
161,002 174,503 13,501

Debt securities 672,346 664,556 -7,790
1,487,571 1,547,730 60,159

Shares 25,000 23,924 -1,076
625,599 630,401 4,802

Financial instruments carried as fixed assets 1,564,954 1,550,468 -14,486
5,810,319 6,148,871 338,552

Assets were not impaired, since impairment is mespmed to be permanent. The fair value is the amat could be obtained in an
active market through the sale of a financial unstent, or correspondingly the amount that woulgagable for its purchase. Market
prices were used to determine fair value wherelabla. Where no market price was available, vatuathodels were used, particularly
the net present value method.

29. Market value for securities in inactive markets

Erste Group Bank AG calculates theoretical priceséaurities in an inactive market. A market isuassd to be inactive when prices for
the relevant security are formed only sporadic#tigre is only small-volume trading or no curreritgs are available.

Of the securities allocated to trading on stockhexges and valued to market price, theoreticakprigere used for the following vol-
umes. In the following tables the figures are shawithout contractual interest accruals:

Carrying amount of securities not marked on the basis of mark et prices
in EUR Fair value on the basis of the price in the inactive market

2,048,978,965.01

Difference 2018
2,044,255,234.64 -4,723,730.37

Carrying amount of securities not marked on the basis of marke t prices
in EUR thousand Fair value on the basis of the price in the inactive market Difference 2017

1,016,533 1,010,571 -5,962
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30. Reclassification in securities positions
In 2018 no need for reclassification of securitgifions to the current asset portfolio occurred.
31. Hedging transactions

Erste Group Bank AG uses interest rate swaps, ay®@naps and options to hedge against future dasls br the market risk (interest
rate, exchange rate and price risk) resulting flmtance sheet assets (bonds) and liabilities (eswes) on an individual basis or as a

group.

Derivatives are used as specified by the hedgirajegty in accordance with the Commercial Code (UGBheddge the fair value of
underlying transactions (e.g. by swapping fixedvariable interest payments) and thereby redudiegrterest rate risk of Erste Group
Bank AG to the level defined under the interest sisktegy.

in EUR Dec 18 Dec 17 Change
Fair Value Hedge

Positive market value fair value hedge 630,816,651.29 1,040,471,058.46 -409,654,407.17
Negative market value fair value hedge -250,509,578.09 -719,584,327.99 469,074,749.90

The figures for 2018 represent the proportion ef fdir value (Dirty Price) of derivatives in a héauy relationship that were not recog-
nized in the balance sheet. The previous yearsdtgare listed on the Clean-Price baasof 31 December 2018 fair value hedges were
up to 2042.

The Commercial Code hedging efficiency measureiiserdrried out for Erste Group Bank AG for the yRait8 in form of a critical terms
match by means of the cash flow matching metholchédged cash flows of the hedged items are compeith the cash flows of the fixed
interest rate side of the derivative. For individpeoducts, it is necessary to carry out a critteains match with a comparison of certain
characteristics due to a lack of regular cash flows

32. Consideration of CVA/DVA in derivative valuatio n

Credit value adjustments (CVA) for counterparty défesk and debt value adjustments (DVA) for owedit risk are carried out for all
OTC derivatives. The CVA adjustment depends on tipeeed positive exposure and the counterpartytiitcstanding. DVA is deter-
mined by the expected negative exposure and bgrédit quality of Erste Group Bank AG. For the majooduct classes, the procedure
implemented at Erste Group Bank AG for the calcatatf expected exposure is based on a model thes$ @n replicated options and
on a Monte Carlo simulation, respectively. For sav@roducts, which cannot be represented usingabimyve-mentioned procedure,
exposure calculation is based on a market valudadedncluding add-on. The default probability olioterparties not actively traded in
the market is calculated by adjusting the intefak using a basket of liquid issuers (active inGeatral European market). This en-
sures that the valuation method integrates mar&sédb information. Counterparties with liquid borrdd®S markets are assigned mar-
ket-based probabilities of default that are dised#rived from these instruments. The valuatiorapeaters for Erste Group Bank AG are
derived from the repurchase price for Erste GroupkB&G bonds. With collateralised derivatives, tHiea of collateral received is
considered and reduces the CVA amount accordiighen determining exposure, netting effects are igdigetaken into account only
for counterparties with whom the effect is materalthese cases, both CVAs and DVAs were nettedCWa was recognised for coun-
terparties fully backed by Credit support annex reaments (CSA). However, where the thresholds werequal to zero, CVAs/DVAs
for these customers were calculated using a ne#pgyoach, with the respective threshold applyisghe upper limit for simulated
exposure. For customers with a unilateral CSA cehtanly the respective shares were taken intowatca.e. no DVA was calculated if
the bank pays but does not receive any collaté/hkere collateral is paid but not received by thenterparty, the DVA is not computed,
whereas the CVA continues to be calculated.

For portfolios that are marked-to-market, both a CW@hd a DVA in the amount of EUR -6,386,955.77 (prigear:
EUR -3,489 thousand) and EUR 2,447,880.17 (pri@r:yEUR 2,231 thousand), respectively, were receghi§or the banking book
portfolio no CVA (prior year: EUR -1,218 thoursanal@s recognised, due to the fact that hedging tcdiose are carried out via the
central counterparty whereby trades are collatsdli
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33. Risk provisions

Changes in risk provisions (loans and advancesetitdnstitutions and to customers as well as cgetint liabilities):

in EUR or in EUR thousand Dec 18 Dec 17
Opening balance 322,490,323.70 420,641
Allocations / Releases -19,470,770.08 20,451
Use -84,713,005.06 -116,556
Reclassification 0.00 -875
Exchange rate changes 1,242,623.41 -1,169
Closing balance W 322,490

34. Contingent liabilities

Off balance contingent liabilities have been repdrat EUR 4,049,194,999.55 (prior year: EUR 3,988 thousand) for guarantees and
warranties relating to the provision of collaterBtis includes a letter of comfort issued in 2035Hrste Group Bank AG amounting to
EUR 367,718,611.52 (prior year: EUR 385,595 thodsam behalf of affiliated companies in case theyndt meet their rental payment
obligations. Furthermore, credit derivatives représan amount of EUR 520,560,043.70 (prior yearRE194,918 thousand, prior year
has been adjusted and includes now also Portfoli&)CDhe required provisions were subtracted froencitntingent liabilities.

35. Credit Risk

There is credit risk in the amount of EUR 6,902,263,22 (prior year: EUR 6,059,981 thousand) primddl loan and guarantee com-
mitments which have not yet been exercised. Thesriats are net of the appropriate provisions.

36. Gross income — regional breakdown

Gross income of Erste Group Bank AG was broken dasviollows (according to the location of branches):

1-12 18 1-12 17

in EUR or in EUR thousand Domestic Abroad Total Domestic Abroad Total
Interest and similar income 2,355,100,591.07 214,171,158.14 2,569,271,749.21 690,665 141,788 832,453
Income from securities and

participating interests 1,050,017,987.29 0.00 1,050,017,987.29 846,539 85 846,623
Commission income 166,800,904.92 953,977.72 167,754,882.64 147,369 2,099 149,468
Net profit or loss on financial

operations -77,894,507.85 319,746.77 -77,574,761.08 12,591 -72 12,519
Other operating income 103,531,713.59 3,991,141.09 107,522,854.68 211,519 9,704 221,223
Gross income 3,597,556,689.02 219,436,023.72 3,816,992,712.74 1,908,683 153,604 2,062,287

37. Net interest income

Erste Group Bank AG recognises negative interestgeldaon loans (assets) in the amount of EUR 5003837 (prior year:
EUR 71,125 thousand) under interest and similareegps and negative interest paid for depositsillia) in the amount of
EUR 91,457,222.10 (prior year: EUR 37,414 thousasdhterest and similar income.

38. Income from participating interests and shares in affiliated companies

The balance sheet item income from participatirigrasts and shares in affiliated companies incliléR 230,909,630.67 (prior year:
EUR 129,417 thousand) and the balance sheet iteraoedinary income includes EUR 0.00 (prior year: EBIR467 thousand) from

group members, which are subsidiaries belonginbediscal group of Erste Group Bank AG within th@miework of the group taxation
regulations which came into power in 2005.
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39. Other operating income

Other operating income of EUR 107,522,854.68 (pyé&@r: EUR 221,223 thousand) included income fronsgrarel and other adminis-
trative expenses passed on to group members wathe of EUR 92,592,387.74 (prior year: EUR 115,0d815and).

40. Personnel expenses

In terms of personnel expenses, expenses for s@eepayments and payments to severance-paymert iiocildded expenses for sever-
ance payments in the amount of EUR 4,878,053.10or(pyear: income EUR 6,922 thousand). This incluées amount of
EUR -830,889.29, which can be attributed to the-firae application of the changed biometric actaiaassumptions AVO 2018.

Expenses for pensions are accounted for as follows:
_ Costs for defined pension payments in the amouiURR 37,713,596.08 (prior year: EUR 6,718 thousand)esisonnel costs and
interest expenses in the amount of EUR 5,968,14@19& year: EUR 5,10fhousand) as interest costs;
_ Costs for pension fund contributions in the amoudrEWR 9,464,076.78 (prior year: EUR 8,816 thousargt) as personnel costs.

41. Other administrative expenses

Other administrative expenses include fees paiadiditing and tax advisory services. The tablewdists the fees charged by the exter-
nal auditors (Sparkassen-Priifungsverband and PwisdNaftpriifung GmbH):

in EUR or in EUR thousand 1-12 18 1-12 17
Fees charged for auditing the financial statements 2,331,273.87 3,098
Fees charged for audit-related services 1,154,230.69 843
Fees charged for tax advisory services 0.00 0
Fees charged for other services 44,012.50 23
Total 3,529,517.06 3,964

As statutory auditors, Sparkassen-Priifungsverbamdditing agency) provided auditing services foriliated companies of
Erste Group Bank AG in the value of EUR 5,246,579pfr year: EUR 5,337 thousand). Other advisoryises were charged to other
affiliated companies in the value of EUR 49,226.480f year: EUR 41 thousand). The amount chargeatioer services for affiliated
companies came up to EUR 18,368.50 (prior year: RURhousand).

PwC Wirtschaftsprifung GmbH provided auditing sessicfor affiliated companies of Erste Group Bank A the value of
EUR 590,710.00 (prior year: EUR 699 thousand). Otuhrisory services were charged to other affiliadedhpanies in the value of
EUR 260,640.00 (prior year: EUR 151 thousand).

42, Other operating expenses

Other operating expenses of Erste Group Bank AGglwamounted to EUR 34,081,216.73 (prior year: EURTZthousand), essential-
ly consisted of expenses for the Recovery & Resmidund in the amount of EUR 17,471,011.17 (prieary EUR 19,683 thousand).

43. Value adjustments as well as results from purch ~ ases and sales in respect of participating interest s and shares in
affiliated companies

In 2018 the balance of value adjustments in respécparticipating interests and shares in affililateompanies amounted to
positive EUR 93,150,319.40 (prior year: EUR positht§,761). This resulted primarily from the writpsuof Erste Bank Hungary Zrt. in
the amount of EUR 145,200,000.00 (prior year. EUR ,71®6 thousand) and Erste Group Immorent AG in theoumt of
EUR 76,900,000.00 as well as the write-down of BaBoanerciai Romard S.A. in the amount of EUR 118,741,249.16 (priorryea
Erste Group IT International GmbH in the amounER 54,000 thousand).

Due to the implementation of a bank tax ("Governntemergency Ordinance No. 114/2018") in Romani®@tember, an impairment
loss had to be recognised in spite of the posiiselopment in BCR's business results in 2018. Theatiah is based on the business
plan prepared by BCR’s management. KPMG Romania wasgeddoy BCR to review and provide comments with readpetbe revised
business plan of BCR (used for the underlying valmatias amended in the light of the effects of tbes thanking tax. To address the
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uncertainty regarding the banking tax and the opmesetial developments, the provided business pteers three possible scenarios
with different underlying macroeconomic assumptioftse most likely of these scenarios will be addgig BCR management as budg-
et; the budget forms the basis for the detailed planning period. To reflect the uncertainty in treduation the sustainable profit was adjust-
ed by using a weighted ROE (based on varying degoédbe three scenarios). The scenarios differeirms of macroeconomic
assumptions and market reaction.

The impact of the banking tax compared to theahlBiCR budget (2019-2023) is on average EUR 120m &fieprofit per year. The
most sensitive assumption is the ROBOR (Romanianhatdr Offer Rate) forecast, with direct impact on léaeel of the banking tax.
When creating the budget the introduction of thiekirag tax at 1.0% for 2019, 0.8% for 2020 and 0f6%2021-2023, following revised
estimates for monetary policy interest rate and ROB@#tution, was taken into account. The monetaticpinterest rate was assumed
flat at 2.5% p.a. for the entire forecast period. (b years) and the ROBOR was assumed to have asiegrérend from 2.8% p.a. fore-
cast for 2019 to 2.25% p.a. forecast for 2021-2023.

The major parameters in the BCR valuation are the @fdsquity, the Growth rate and the sustainable .R@dSed on the weighted sce-
narios as provided by BCR management and the resMéhg in Use an increase of 1% in terminal valtmagh would result in a raise
of round EUR 10 million, a decrease of terminal eadpowth in a reduction of the valuation resultrbynd EUR 7 million. A decrease
of the cost of equity by 1% would result in an ease by round EUR 82 million, an increase wouldltésuan reduction of round
EUR 66 million of the valuation result. The susthileaROE was implemented in the valuation to refteetuncertainty in the valuation.
An increase of 1,25% of this sustainable ROE woa#iliit in a raise of round EUR 113 million and therdase of 1,25% in a reduction
of round EUR 112 million of the valuation resudtl(humbers applied on the total of 100% of BCR).

The valuation was prepared by KPMG Alpen-Treuhamtb8 based on the AFRAC statement 24 “Beteiligungsbengr(UGB)”, the
guidelines published in the Austrian standard “dtibn of Businesses” and the recommendations osithglified valuation approach,
as far as reasonable and applicable. The dividesedaht method was applied.

During the reporting year, impairment requiremefds affiliated companies (subsidiaries that are sidered a tax group with
Erste Group Bank AG under the group taxation reguriatof 2005) amounted to EUR 62,813,183.93 (préar: EUR 82,507 thousand).
As in the prior year, no group members were solthénreporting year.

44. Taxes on profit and loss

The item tax on profit or loss shows that tax inecamounted to EUR 108,526,015.36 (prior year: inc&td®& 131,657 thousand). Net
income from taxes on profit or loss was EUR 91,492,836 (prior year: EUR 75,160 thousand) under threeatitax allocation system,

whereas tax income from foreign taxes on incomprefious years amounted to EUR 9,454,799.63 (pear:yEUR 7,503 thousand)

according to section 9 Corporate Tax Act (Korperftssteuergesetz) on group taxation as well as esqeefiom the release of deferred
tax assets in the amount of EUR 4,615,652.68 (year: income from recognition of deferred tax &s§JR 52,179 thousand).

Since 2005, Erste Group Bank AG and its main domestsidiaries have formed a tax group in accomlaith section 9 Corporate Tax
Act, with Erste Group Bank AG as parent of the gr@@ruppentrager"). Group and tax equalisation egrents were concluded with all
affiliated companies. Under these agreementsiaaéid companies allocate amounts equivalent tadhgoration tax on taxable profits to
Erste Group Bank AG. Since tax losses from prioryeae recorded and offset against their currenfigility by the affiliated compa-
nies themselves, there is no obligation to makelimcation payments to Erste Group Bank AG. Moreokeste Group Bank AG under-
takes to make compensatory payments for any taesostilised up to that point to any affiliated gamies leaving the Group.

Foreign income tax and other foreign income-relasees were expenses of EUR 1,924,115.99 (priar ¥R 1,564 thousand).
45. Other taxes
The balance sheet item other taxes not shown utetarl8 includes the bank levy to the amount of EL#863,602.45 (prior year:

EUR 15,346 thousand) on the one hand and a oneamfplayment of capital gains tax for securities e amount of positive
EUR 11,717,064.29 (prior year: negative EUR 14,6@bisand) on the other.
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46. Branches on a consolidated basis

Commercial lending to foreign banks, Institutional sales-
Dec 18 Business leasing companies and sovereign debtors business
Branches London New York Hong Kong Berlin, Stuttgart
Country of domicile Great Britain USA China Germany
Net interest income in EUR 28,658,740.85 -23,333,937.04 -1,997,444.68 -4.92
Operating result in EUR 33,490,365.70 -23,243,923.02 -2,282,442.42 -2,254.69
Headcount / as of reporting date 29.00 22.00 23.00 12.00
Profit or loss from ordinary activities in EUR 24,853,397.64 -36,622,409.08 -8,148,156.75 -3,172,930.32
Taxes on income in EUR -564,833.42 -9,216,529.72 -2,485,987.61 -19,159.92
Public benefits received keine keine keine keine

Due to the improved rating of Erste Group Bank AG &l HK branch were able to attract more extermadling at favorable levels

(either via commercial papers or deposits) whicls wiaced with the Head Office in Vienna. This hagoaitive P/L impact on overall

Erste Group Bank AG level but resulted in a negatésailt for both branches in 2018 on the cons@datiew (as the interest income
from intra-group placements is eliminated) as digptl in the table above.

Commercial lending to foreign banks, Institutional sales-

Dec 17 Business leasing companies and sovereign debtors business

Branches London New York Hong Kong Berlin, Stuttgart
Country of domicile Great Britain USA China Germany
Net interest income in EUR 26,808,079.70 41,279,823.55 15,163,839.47 -5,003.71
Operating result in EUR 38,002,626.23 41,748,542.84 14,766,786.67 3,318,371.06
Headcount / as of reporting date 29.00 23.00 23.00 12.00
Profit or loss from ordinary activities in EUR 22,178,790.25 27,323,128.74 10,726,069.07 122,891.88
Taxes on income in EUR -622,824.52 4,564,677.38 -3,092,621.30 -36,701.22
Public benefits received Keine Keine Keine Keine

47.Return on assets

Net profit for the year after tax before changesdserves expressed in proportion to the average dssets was 1.4% in 2018 (prior
year: 1.5%).

48. Events after balance sheet date

There were no significant events after the balaheet date.
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D. INFORMATION ON BOARD MEMBERS AND EMPLOYEES

Employees
The average number of employees at Erste Group Bénkweighted, excluding employees on leave and gam&nt board members)
was 2,107 during the financial year 2018 (priorry@al43).

In 2018, 190 employees (prior year: 263) workeadther companies against reimbursement of expef$esreimbursement costs of
EUR 21,138,025.29 (prior year: EUR 28,286 thousane)ncluded in other operating expenses.

Board members
Neither in 2018 nor in the previous year did EGteup Bank AG grant loans directly to members oftibard or supervisory board.

Management board members
Managing board remuneration is as follows:

Fixed salaries

in EUR or in EUR thousand 1-12 18 1-12 17
Andreas Treichl 1,475,000.12 1,475
Peter Bosek 700,000.00 700
Petr Bravek 700,000.00 700
Willibald Cernko 700,000.00 700
Gernot Mittendorfer 700,000.00 700
Jozef Sikela 700,000.00 700
Total 4,975,000.12 4,975

Performance linked remuneration

Since the financial year 2010, the variable parthef management board’s remuneration, including faish payments and share-
equivalents, is distributed over five years in ademce with legal requirements and is paid out amiger certain conditions. Share
equivalents (phantom shares) are not traded osttit exchange, but are paid in cash after a \@egtniod of one year on the basis of
defined criteria.

1-12 18 1-12 17
for 2017 for previous years for 2016 for previous years
share- share- share- share-
cash equivalents cash equivalents cash equivalents cash equivalents
in EUR in units in EUR in units in EUR in units in EUR in units
Andreas Treichl 317,466.00 10,738 276,800.00 12,245 310,758.40 14,408 170,600.00 7,923
Peter Bosek 127,560.00 4,853 84,000.00 3,387 132,380.00 6,512 36,000.00 1,433
Petr Bravek 158,441.00 4,853 84,000.00 3,387 150,375.00 6,512 36,000.00 1,433
Willibald Cernko 160,000.00 4,853 0.00 0 0.00 0 0.00 0
Gernot Mittendorfer 160,000.00 4,853 110,000.00 4,762 156,000.00 6,349 63,200.00 2,857
Jozef Sikela 134,797.38 4,853 84,000.00 3,387 139,924.00 6,512 36,000.00 1,433
Total 1,058,264.38 35,003 638,800.00 27,168 889,437.40 40,293 341,800.00 15,079

The planned share-equivalents for 2018 were awadldedto success in the prior year. Payouts williagle proportionately in 2019,
following the one-year holding period. Share-eqlémgs were valued at the average weighted dailyespiace of Erste Group Bank AG
of the year 2018 (2017) in the amount of EUR 3@B8R 32.97) per share.

For the financial years 2011 and 2014 no perforrdimked remuneration was paid out to board members
Other remuneration

The item 'Other remuneration’' comprises pensiod fiontributions, contribution to employee provisfands (for new-type severance
payments) and remuneration in kind.
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in EUR or in EUR thousand 1-12 18 1-12 17

Andreas Treichl 643,795.75 644
Peter Bosek 138,367.75 136
Petr Bravek 138,840.23 136
Willibald Cernko 133,571.46 129
Gernot Mittendorfer 139,897.92 137
Jozef Sikela 138,478.48 135
Total ] 1,332,951.59 1,317

In 2018, EUR 1,081,648.86 (prior year. EUR 2,098ufamd) was paid in cash and 8,392 share-equivalprits year: 12,894) were
assigned to former members of the management badétheir dependants.

Principles governing the pension scheme for management board members
Members of the management board participate imdéfi@ed contribution pension plan of Erste GroupBAG on the basis of the same
principles as employees.

Principles governing vested benefits and entitlements of management board members in case of termination of the position
Regarding vested benefits and entitlements of mamegeboard members in the event of terminatioreit tposition, the standard legal
severance benefit provisions of section 23 of thstAan Salaried Employees Act (Angestelltengesstiit}applies to one member of the
management board.

Supervisory board members

The supervisory board consists of at least threeaamaximum of twelve members elected in the angaakral meeting. Unless the
annual general meeting has determined a shorter aéthe mandate for individual, several or all eyisory board members on the
occasion of their appointment, the term of offiéehee members of the supervisory board ends atldse of the annual general meeting
that resolves on the approvals of their actionsttierfourth financiabusiness year following their election; re-election is permitted. In
addition, membership of the supervisory board ceapen death, revocation, resignation or in thenewéa defined impediment. Revo-
cation requires a majority of three quarters ofdvabtes cast and a majority of three-quartershefregistered capital represented at the
time of the resolution.

Breakdown of supervisory board remuneration
Pursuant to the decision passed at the annualajeneeting of 24 May 2018, the supervisory boaropéed in its constituent meeting
the following remuneration structure for the finehgear 2017:

Allowance
in EUR Number per person Total allowance
Chairman 1 150,000.00 150,000.00
1st Vice Chairmen 1 90,000.00 90,000.00
2nd Vice Chairmen 1 80,000.00 80,000.00
Members 9 60,000.00 540,000.00
Total 12 860,000.00

In addition, the chairmen of the risk, audit andcBmmittee each receive further annual compensatiéiJR 10,000.00 and the chair-
men of the remuneration and nomination committeeh eeeceive further annual compensation of EUR S5@DQ(prior year:
EUR 0 thousand).

In 2018, the members of supervisory board of E&teup Bank AG were paid EUR 1,100,219.00 (prior y&&R 950 thousand) for
their board function.

in EUR or in EUR thousand 1-12 18 1-12 17
Supervisory board compensation 860,219.00 691
Meeting fees 240,000.00 259
Total 1,100,219.00 950

Board member remuneration for their board function in fully consolidated subsidiaries of Erste Group Bank AG
The following members of the supervisory board ingmb the following remuneration for their board étion in fully consolidated sub-
sidiaries of Erste Group Bank AG:
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Friedrich Rodler EUR 104,110.00 (prior year: EUR Bdusand), Jan Homan EUR 19,400.00 (prior year: EBRhdusand), Gunter
Griss EUR 43,400.00 (prior year: EUR 64 thousand)xiMéian Hardegg EUR 62,814.00 (prior year: EUR &#usand), Elisabeth
Krainer Senger-Weiss EUR 7,713.00 (prior year: Qusiamd), Brian D. O’'Neill EUR 51,466.00 (prior yeatJE 51 thousand), John
James Stack EUR 96,377.00 (prior year: EUR 97 thal)san

Erste Group Bank AG did not conclude other legaigactions with its members of the supervisorydoar

Transactions and shares held by management board an  d supervisory board members

The tables below provide information on Erste GrBapk AG shares held by management board and sepgnlioard members as well
as transactions carried out with Erste Group Banksh@es (numbers of shares). Erste Group Bank A@sleld by management
board and supervisory board members, whose offite began or ended during the financial year, &élseatlate of inception or termina-
tion of their term in office were recognised asitidds or disposals.

As of As of
Management board member 31 December 2017 Additions Disposals 31 December 2018
Andreas Treichl 164,640 0 0 164,640
Peter Bosek 1,000 0 0 1,000
Petr Bravek 600 0 0 600
Willibald Cernko 0 0 0 0
Gernot Mittendorfer 10,000 0 0 10,000
Jozef Sikela 6,300 0 0 6,300

Supervisory board members did not receive any optam Erste Group Bank AG shares for exercising thandate.

As of As of
Members of the supervisory board 31 December 2017 Additions Disposals 31 December 2018
Friedrich Rédler 1,702 0 0 1,702
Jan Homan 4,400 0 0 4,400
Elisabeth Bleyleben Koren 10,140 0 0 10,140
Jordi Gual Solé 0 0 0 0
Marion Khiiny 0 0 0 0
Gunter Griss 0 0 0 0
Maximilian Hardegg 40 200 0 240
Elisabeth Krainer Senger Weiss 0 0 0 0
Brian D. O'Neill 0 0 0 0
Wilhelm Rasinger 21,303 1,000 0 22,303
John James Stack 32,761 0 0 32,761
Markus Haag 160 16 0 176
Regina Haberhauer 188 0 0 188
Andreas Lachs 52 0 52 0
Barbara Pichler 281 28 0 309
Jozef Pinter 0 0 0 0
Karin Zeisel 35 3 0 38

Persons related to management board or supentimamnd members held 3,366 Erste Group Bank AG stered 31 December 2018
(prior year: 3,366).

Severance payments and pensions

Expenses for severance payments and pensions fobens of the management board and managers amotontedR 4,426,020.00
(prior year adjusted: EUR -673 thousand). Expensesstverance payments and pensions for other esgdowmounted to
EUR 50,755,624.64 (prior year adjusted: EUR 26,2®isand). Expenses for surviving dependents ansigrers are included in the
reported amounts. In accordance with section 23Z€{@nmercial Code, statements regarding membersaditbcutive and supervisory
boards are disclosed separately in the annex.
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E. APPROPRIATION OF PROFIT

At the annual general meeting, the management beidirdropose to pay out a dividend of EUR 1@ér share (prior year: EUR 1.20).
In accordance with section 235 (1) of the Commeér€iade (UGB), the payout restriction amounts to EUBOO(previous year:
EUR 0 thousand).

F. APPENDIX 1: MANAGEMENT BODIES OF ERSTE GROUP BAN K AG
AS OF 31 DECEMBER 2018

Supervisory board

Year of Date of initial End of the current
Position Name birth Occupation appointment period of office
Chairman Friedrich Rodler 1950 Wirtschaftsprifer und Steuerberater 4 May 2004 AGM 2022
1st Vice Chairman Jan Homan 1947 Generaldirektor i.R. 4 May 2004 AGM 2022
2nd Vice Chairman Maximilian Hardegg 1966 Unternehmer 12 May 2015 AGM 2020
Member Elisabeth Bleyleben-Koren 1948 Generaldirektorin i.R. 21 May 2014 AGM 2019
Member Gunter Griss 1945 Rechtsanwalt 21 May 2014 AGM 2019
Member Jordi Gual Solé 1957 Vors., CaixaBank 17 May 2017 AGM 2022
Member Marion Khiiny 1969 Beraterin 17 May 2017 AGM 2019
Member Elisabeth Krainer Senger-Weiss 1972 Rechtsanwaltin 21 May 2014 AGM 2019
Member Brian D. O'Neill 1953 Senior Advisor, Lazard Freres & Co 31 May 2007 AGM 2022
Member Wilhelm Rasinger 1948 Berater 11 May 2005 AGM 2020
Member John James Stack 1946 CEOIi.R. 31 May 2007 AGM 2021
Delegated by the employees' council
Member Markus Haag 1980 21 November 2011 Until further notice
Member Regina Haberhauer 1965 12 Mai 2015 Until further notice
Member Andreas Lachs 1964 9 August 2008 Until further notice
Member Barbara Pichler 1969 9 August 2008 Until further notice
Member Jozef Pinter 1974 25 June 2015 Until further notice
Member Karin Zeisel 1961 9 August 2008 Until further notice
Representatives of the supervisory authority
Name Position
Wolfgang Bartsch State Commissioner
Michael Kremser Deputy State Commissioner.
Silvia Maca State Controller for Premium Reserve
Erhard Moser Deputy State Controller for Premium Reserve
Irene Kienzl Deputy trustee under the Mortgage Bank Act (Hypothekenbank- und Pfandbriefgesetz)

Thomas Schimetschek Deputy trustee under the Mortgage Bank Act

Management board

Date of initial End of current
Board member Year of birth appointment period of office
Andreas Treichl (Chairman) 1952 1 October 1994 31 December 2019
Peter Bosek 1968 1 January 2015 31 December 2020
Petr Bravek 1961 1 April 2015 31 December 2020
Willibald Cernko 1956 1 January 2017 31 December 2020
Gernot Mittendorfer 1964 1 January 2011 30 December 2020
Jozef Sikela 1967 1 January 2015 31 December 2020
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V. Management Report

ECONOMIC ENVIRONMENT

In 2018, the global economic developments wereattiarised by diverging monetary policies amongwoeld’s major central banks,
trade disputes between the United States and ytsriding partners, unresolved negotiations abletUnited Kingdom’s withdrawal
from the European Union, US sanctions against emgigountries such as Russia and Iran, and lashdiueast Italy’s budget dispute
with the European Union. Economic activity in adeeah economies remained solid, with the United Statgperforming both the euro
zone and Japan. Although growth in Japan slighelyeterated in 2018, overall economic conditionsaiesd favourable as the country
benefitted from its lowest unemployment rate sittoe 1990s. Economic activity in emerging marketaticwed to show significant
divergence across countries and regions. Growsieweral emerging markets outside Asia, such ashS&futa, Mexico, and Argentina
fell short of expectation due to macroeconomic ilmbees, domestic policy uncertainty and geopolitivelopments. Argentina and
Turkey were also impacted by currency turmoils &indncial market weaknesses. By contrast, commaeghtyorting countries, like
Russia, benefitted from higher average oil pricescwiboosted exports and improved current accoul@nbas and fiscal positions.
China and India again outperformed other emergingkets due to their robust private consumption amd fnvestment activity. Within
Europe, the Central and Eastern European (CEE) ¢esi@gain outperformed the euro zone in terms oP @@wth, mainly driven by a
robust domestic demand.

Among major central banks, policies continued teecje. While the Swiss National Bank, the Europeanti@eBank (ECB) and the
Bank of Japan left key interest rates unchangedigfrout the year, the Bank of England and the FedReaérve (Fed) increased their
key rates in by 0.25% and by 1.00%, respectiveB0m8. Overall, global economic growth reached 3.@f¢hanged to 2018.

The United States’ economy continued its good parémce. Economic growth was significantly suppotttgdan increased consumer
and public spending and a strong labour marketedsas the initial impact of personal income taxscun addition, exports performed
better than expected and also contributed to ecmngrowth. Employment growth continued to strengthgushing the unemployment
rate below 4% The budgetary impact of the fiscal stimulus, heeveled to falling revenues and a deteriorationhia fiscal position.
Inflation increased mainly on the back of risingrgy prices and higher wages which led to coratiafh hitting the Fed’s 2% target for
the first time since 2012. Based on the strong emim@erformance, the Fed decided to raise its ety in four steps by 100 basis
points, to 2.50% during the year. Overall, the W8r@my grew by 2.9%in 2018.

Economic growth in the euro zone slowed down dfeering grown at its fastest pace a year ago. This mainly due to the weaker
performance of exports which were impacted by theide in global trade activity. In addition, seafedomestic factors such as strikes,
extraordinary weather conditions, and higher tasdbns for consumers weighed on growth in some mesthées. Domestic demand
and investment activity, on the other hand, renthisigpportive of growth. Despite the slower paceafnomic growth, labour market

conditions in the euro area continued to improvih wimployment having risen steadily throughoutytear. Unemployment fell to the

lowestlevel since 2008; however, it still varied substantially among the member states, with southern countries having significantly high-

er rates than those in the north. When lookindhatligger economies of the euro zone, Germany path &gain outperformed France
and ltaly, and Italy’s rising indebtedness led t@@uction of the country’s credit ratings. The timned negotiations regarding the United
Kingdom exiting the European Union did not sigrafitly impact economic performance. The inflatioseslightly in the euro area,

driven mainly by rising average energy prices. Dteduigher wage growth, core inflation was ratheited throughout the year. The ECB
maintained its expansionary monetary policy by kegphe base rate unchanged. In June 2018, the E@@uaned to end its asset pur-
chase programme by cutting its monthly asset pseh half after September and phase them ougebrity the end of the year. Over-
all, similarly to the previous year, all euro zomember states saw growing economies in 2018 withvanage real GDP growth of

1.8%.

The Austrian economy performed well with real GDBvgth of 2.79%, the highest in seven years. With EUR 44,000 GDfcagitaf,
Austria remained one of the most prosperous ecag®imithe euro zone characterised by its well-edoaorkforce, stable institutional

* IMF: https://www.imf.org/en/Publications/WEO/Issues/2019/01/11/weo-update-january-2019 (Download on 20 February 2019)

2 US Bureau of Labor Statistics: http://data.bls.gov/timeseries/LNS14000000 (Download on 26 February 2019)

3 IMF: https://www.imf.org/en/Publications/WEO/Issues/2019/01/11/weo-update-january-2019 (Download on 20 February 2019)

“ IMF: https://www.imf.org/en/Publications/WEO/Issues/2019/01/11/weo-update-january-2019 (Download on 20 February 2019)

® WIFO: https://www.wifo.ac.at/jart/prj3/wifo/resources/person_dokument/person_dokument.jart?publikationsid=61634&mime_type=application/pdf (Download on 20 February 2019)

® Statistik Austria: https:/www.statistik.at/web_d istiken/wirtschaft/volkswirtschaftliche_gesamtrechnungen/index.htmll (Download on 21 February 2019), adjusted for economic growth and inflation for 2018
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framework and strong international competitiven&ssonomic growth was supported by all GDP compa&rith domestic demand,
particularly consumer spending, having been exoaptiy strong. Growth in investment spending reredirobust and exports to almost
all important trade destinations accelerated sicanitly. In addition, the traditionally strong se and tourism sectors continued to
perform well. Austria also benefitted from the sgoeconomic performance of Central and Eastern Eurdpe favourable economic
performance led to a significant decline of therapyment rate, which dropped below 5fér the first time since 2012. Average con-
sumer prices remained well under control with amréase of the inflation rate of 2.89% he favourable economic performance led to a
further improvement of the general government defiz 0.39%5. Public debt as a percentage of GDP decreaseldefutd 74.29%
(2017: 78.3%).

The economies of Central and Eastern Europe comtithesr robust performance and again outperforrhedeuro zone. Within the CEE
countries, Poland, Hungary and the Czech Republiomeed particularly well, and the rising convergeneas demonstrated by a sig-
nificant wage inflation across the region. Althoughestments and exports also contributed to grplwlisehold consumption remained
the main economic driver following higher wages a@ndwing employment levels. In addition, Europeamds fund absorption rates
improved further. The automobile industry, whichsveme of the main contributors to exports, agappstted the Czech, Slovak, Roma-
nian and Hungarian economies. Unemployment ratéldrregion declined further. The Czech Republic Hodgary were among the
countries showing the lowest unemployment ratethén European Union. Although average consumer ricereased in most CEE
countries, inflation remained well under control. ECEurrencies remained relatively stable againsetive throughout the year. Among
the region’s central banks, policies continuedit@ide. While the Czech Republic and Romania incretfseid key rates several times,
other central banks kept the base rates at hidtawidevels. In addition, public deficits in thegien remained low. While the underlying
convergence trend continues, there are signifidédfagrences between the countries in the regioan@ird & Poor’s, for instance, rates
the Czech Republic’s long-term credit worthiness At And that of Serbia at BB. Overall, CEE economiesvwjn 2018, between 4.8%
in Hungary and 2.8%9%in Croatia.

FINANCIAL PERFORMANCE INDICATORS

Explanatory notes on the balance sheet
Total assets increased by 10.1% from EUR 61.1 hillion at the efi@017 to EUR 67.3 billion on 31 December 2018. Tridkvidual
items developed as follows:

In particular due to the expansion of overnightibess with central banks in euro, the most notilgeglowth can be observed in the item
cash in hand, balances with central banks, which increased by 60.8% from EUR 5.1 billion tdFE8.2 billion on 31 December 2018.
Lower trading portfolios led to declinesérpired treasury bills and other securities from public bodies held in assets, which reduced
by 4.8% from EUR 4.2 hillion to EUR 4.0 billion. Dte the fact that the growth in repurchase agreesn@iiR +4.8 billion) more than
compensated for the declines in interbank busiire$sreign currencies, thians and advances to credit institutions increased by
8.6% from EUR 22.0 billion in the prior year to EUR.& billion in the reporting year. Compared to the ef 2017 customer deposits
rose by 5.7% from EUR 13.7 billion to 14.5 billion, whigesulted approximately half from higher secupibsitions in fixed assets and
half from loans to customer®ebt securities grew by 31.6% from EUR 3.8 billion in the prior yéa EUR 5.0 billion, which can largely
be affiliated to the increased circulation of cadbonds. Mainly due to additional acquisitionBanca Comerciala Romania (BCR),
the book values gfarticipating interest and sharesin affiliated companies increased by 5.0% from EUR 6.5 billion to EUR 6./8dr
on 31 December 2018, whereby the share of Erstag@Bank AG in BCR rose from 93.58% to 99.88%ther assets in the amount of
EUR 3.9 hillion (prior year: EUR 4.7 billion) includspprox. 93% derivatives, which decreased by 19d®UR 3.6 billion by the end
of 2018, this was driven in particular from matutezhsactions in 2018.

Liabilitiesto credit institutions increased by 5.4% to EUR 25.0 billion (prior yeadR 23.7 billion) on the liabilities side, which cha
attributed to growth in overnight interbank busmeBhe increase in the itemamounts owed to customers by 53.5% to EUR 7.3 hillion
(prior year: EUR 4.7 billion) resulted primarily frofurther time deposits in the New York and Hongndoranches. Besides the addi-
tional certificates of deposit issued, the incréasieculation of covered bonds is also largely oemsible for the increase securitised
liabilities by 22.6% to EUR 17.1 billion (prior year: EUR 14.i0idn). As publicly listed expired subordinate d&gb in foreign curren-

" European Commission: https://ec.europa.eulinfo/sites/info/files/economy-finance/2019_dbp_at_en.pdf, page 28, table 4 (Download on 21 February 2019)

® Statistik Austria: https://www.statistik.at/wcm/idc/idcplg?ldcService=GET_PDF_FILE&RevisionSelectionMethod=LatestReleased&dDocName=023344 (Download on 21 February 2019)
° European Commission: https:/ec.europa.eulinfo/sites/info/files/economy-finance/2019_dbp_at_en.pdf, page 29, table 6 (Download on 21 February 2019)

*° European Commission: https://ec.europa.eufinfo/sites/info/files/economy-finance/2019_dbp_at_en.pdf, page 29, table 6 (Download on 21 February 2019)

" Hungarian Central Statistical Office: http://www.ksh.hu/docs/eng/xftp/gyor/gde/egde1812.html (Download on 20 February 2019)

2 |MF: https://www.imf.org/external/pubs/ft/weo/2018/02/weodata/weorept.aspx?pr.x=60&pr.y=15&sy=2015&ey=2019&scsm=1&ssd=1&sort=country&ds=.&br=1&c=960&s=NGDP_
RPCH%2CNGDPD%2CPPPGDP%2CNGDPDPC%2CPPPPC&grp=0&a=#download (Download am 21 February 2019)
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cies was not replaced with new issusshordinated and additional tier capital sank by 4.1 % to EUR 5.8 billion (prior year:
EUR 6.1 billion). The itenother liabilities in the value of EUR 3.8 billion (prior year: EUR74billion) includes approx. 79.0% deriva-
tives, whose reduction by 23.3% to EUR 3.0 billiarttee end of 2018 which was driven to a large exfesm matured transactions
in 2018.

After deduction and filtering as specified in the CRRer 1 Capital (CET 1 and AT1) amounted to EUR 7.9 billion (priczay:
EUR 7.5billion); Common Equity Tier 1 Capital (CET 1) amounted to EUR 6.9 billion (prior year: EBF$ billion). Own Funds of
Erste Group Bank AG pursuant to Part 2 of Regulaf@®b) No 575/2013 (particularly Tier 1 and Tier 2pital) amounted to
EUR 11.4 billion on 31 December 2018 (prior year:REUL.9 billion). TheCommon Equity Tier 1 Capital Ratio (CET 1) was 21.4%
(prior year: 21.4%), whereas tfietal Capital Ratio was 35.4% (prior year: 39.1%).

Details on earnings

In the continued difficult market interest rate Eamment, Erste Group Bank AGset interest income improved by 6.7% to
EUR 285.8 million (prior year: EUR 267.8 million), eteby interest income with central banks (partidylBed) as well as the change
of reporting methods for derivatives (interest fraerivatives in the trading book are now in theeigst result) more than offset the
declines in credit customer and security businBssticularly due to dividends from Erste Bank Humyg&rste Group Immorent and
Banca Comerciala Romania, which are all affiliated jganies that did not pay dividends in 20iriome from securities and partici-
pating interests rose by 24.0 % to EUR 1,050.0 million (prior yetJR 846.6 million). Significant growth in the payntéransactions
business as well as the non occurance of issus farsadditional core capital (AT 1) result in arcieased balance frofee and com-
mission income and expenses by 49.5% in the value of EUR 39.5 million in thepoeting year (prior year: EUR 26.4 millipriNet profit

or loss on financial operations switched from a positive EUR 12.5 million in thegrriear to a negative EUR 77.6 million in 2018. The
main cause for this was the change of reportingtefest from derivatives allocated to the tradigk from the financial to the interest
result. As positive effects from 2017 (income frétme contribution of intangible assets to Erste @rélias well as the termination of
derivatives in a hedge relationship) did not repeainselves on the one hand and income from irduggpassed-on costs decreased on
the other (EUR22.5 million; from the prior year EUR 115.0 million to EUR 92.6 million in the reportirygar),other operating income
sank by 51.4% to EUR 107.5 million (prior year: EURL2 million). This resulted in a 2.2% improveménbper ating income in 2018

to EUR 1,405.3 million (prior year: EUR 1,374.6 nahi).

In addition to salaries (both fixed and variablayl &ocial expensepersonnel expenses also include expenses for long-term employee
provisions and pension fund contributions. In spifelower employee numbers, total personnel experisereased by 10.2% to
EUR 335.1 million (prior year: EUR 304.1 million). &lactuarial losses recognised on the balance §hegarticular as a result of the
consideration of new mortality tables) from comit related liabilities of EUR 41.4 million (priggear: New York branch value
EUR 5.8 million) were the driver for this.

Thenumber of employees at Erste Group Bank AG (in full-time equivalentsrnw down by 4.1% and compares to the previous gear
follows:

As of 31 December As of 31 December

2018 2017

Domestic 2,107.5 2,200.0
Foreign branches 86.0 87.0
London 29.0 29.0
New York 22.0 23.0
Hong Kong 23.0 23.0
Berlin, Stuttgart 12.0 12.0
Total 2,193.5 2,287.0
thereof maternity/paternity leave 128.5 105.3

As a result of lower consultancy costs — in 201&as increasingly necessary to implement new régylaequirements -ether ad-
ministative expenses reduced by 7.3% to EUR 311.9 million (prior: EUR 3#hillion). Thedepreciation and amortization on fixed
assets and intangible assets were nearly unchanged at EUR 15.3 million (pricarydeUR 15.5 million). As expenses for the termiomti
of derivatives in hedge relationships were unnexgsérior year: EUR 44.1 million)other operating expenses fell by 52.1% to
EUR 34.1 million (prior year: EUR 71.1 million). Asrasult,operating expenses sank by 9.5% to EUR 696.4 million (prior year:
EUR 727.3 million).
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After deduction of all operating expenses from afiag incomenet operating income amounted to EUR 708.9 million in the financial
year 2018 (prior year: EUR 647.3 million). At 49.486e cost-income ratio (operating expenses as a percentage of operattogi)
was lower than the prior year's figure of 52.9%.

Thanks to the extraordinarily good risk environmeatste Group Bank AG reports a positiegjuired net allocation for loans and
receivables (including write-offs offset against income fronritten off loans) of EUR 41.9 million in the repanyj year (prior year:
negative EUR 16.1 million). The successful balamoenfcurrent securities (valuation and gains) as well as the result ardevadjust-
ment positions oparticipating interests and fixed-asset securities was EUR 82.4 million (prior year: EUR 190.7 milliofarticipation
valuations (primarily the appreciation of EBH andmvorent as well as the depreciation of BCR) in pardichhd a positive impact on the
results in the reporting year.

Accordingly, pre-tax profit for theyear improved from EUR 821.9 million in the previous yga EUR 833.1 million in 2018.

Dividend income, which did not result from operating profits, amted to zero in the reporting year 2018 (prior year
EUR 31.5 million), as Erste Group Bank AG did noteige any dividends of this type. In particular doethe release of capitalised
deferred taxegaxes on profit or loss decreased by 17.6% to an income of EUR 108.5 miljgyior year: EUR 131.7 million). Due to
the high proportion of tax income from participaisoas well as the obligation of depreciating pgoditton over 7 years, no Austrian
corporate income tax was payable in the finanaaly018. The significant decline by 84.9%piher taxes from EUR 30.5 million to
EUR 4.6 million is connected to capital tax incoraedecurities lending from prior years.

After accounting for thehanges in reserves (see Annex chapter C note 23), which resulted énniét allocation of EUR 335.3 million
(prior year: EUR 438.7 million), there was battnual andnet profit of EUR 601.7 millionwhich is above the previous year's level of
EUR 515.8 million.

OUTLOOK

The expected solid macro-economic developmentédrctite markets Czech Republic, Slovakia, Hungary, R@n&roatia, Serbia and
Austria, compared to 2018 only moderately risintgfiest rate levels in several of our markets aiich&torically low risk costs should

be supportive factors to achieve this target. @natiner hand, a global or regional slowdown of ecaic growth as well as potential —
and as yet unquantifiable — political or regulatosiks might jeopardize achieving the target.

In 2019, the positive development of the econormgukhbe reflected in growth rates (real GDP growghparound 3% in Erste Group
Bank AGs CEE core markets. All other economic paramedre currently expected to be similarly robUstemployment rates should
remain at historic lows — in the Czech Republic an#lingary they are already among the lowest irEe Inflation is forecast to re-
main broadly stable. Strong competitive positionsudd again lead to current account surpluses istroountries. The fiscal situation
and public debt levels are also projected to rersaimd. Austria should see continued dynamic ecamgrowth at a rate of above 2%.
Overall, growth continues to be driven by domedémand across all economies. The contribution pbes is forecast as neutral.

Against this backdrop, Erste Group Bank AG expedtssingle digit net loan growth. The income compuaiseare expected to remain
stable, by and large, despite the volatility of tret trading and fair value results. Consequenpigrating income should continue to
grow in 2019. Erste Group Bank AG will continue nwést in digitalisation and thereby its future cetitp/eness in 2019. The focus will
be on product simplification, process standardisatis well as the group-wide implementation andaesjn of the digital platform

George. Overall, the operating result is projettedse in 2019.

Risk costs should remain low in 2019. Amid a stdbie interest rate environment, risk costs shouldugoonly slightly. Further im-
provements in asset quality, however, should had@ngpening effect.

Further details on the possible impact of the Roaramhianking tax on the unconsolidated financiakstents of Erste Group Bank AG
can be found in Note C43.

Due to its limited presence in the United Kingddinste Group Bank AG does not anticipate any matémphct from Brexit at the
current time.

Potential risks to the guidance are interest rateds that differ from expectations, political egulatory measures targeting banks as well
as geopolitical and global economic developments.
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OWN SHARES

Month Purchase/Sale Portfolio as of Purchase price Selling price Par value in share capital
January Purchase 688,875 27,009,588 1,377,750
January Sale 592,028 23,128,255 1,184,056

February Purchase 958,580 37,827,250 1,917,160
February Sale 1,002,076 39,684,216 2,004,152
March Purchase 675,787 28,012,874 1,351,574
March Sale 546,150 22,716,395 1,092,300
April Purchase 235,655 9,506,117 471,310

April Sale 237,971 9,648,804 475,942

May Purchase 467,368 17,466,654 934,736

May Sale 282,980 10,587,065 565,960

June Purchase 734,092 26,216,850 1,468,184
June Sale 423,219 15,070,219 846,438

July Purchase 248,169 8,755,660 496,338

July Sale 323,157 11,566,103 646,314
August Purchase 326,473 11,585,319 652,946
August Sale 278,068 9,978,771 556,136
September Purchase 780,479 28,322,030 1,560,958
September Sale 805,879 29,357,213 1,611,758
October Purchase 279,158 10,031,913 558,316
October Sale 318,987 11,595,729 637,974
November Purchase 612,787 21,478,273 1,225,574
November Sale 538,989 18,936,702 1,077,978
December Purchase 733,769 21,797,791 1,467,538
December Sale 622,794 18,286,914 1,245,588

The primary purpose of the transactions was mariaking and hedging of ATX positions. As of 31 Debem2018, other liabilities
include a short position in Erste Bank shares aniegrto 164,726 units with a carrying amount of EUR8%5,290.30 (prior year:
933,620 units, carrying amount EUR 33,708,350.10jckvis covered by securities lending deals.

RESEARCH AND DEVELOPMENT

Erste Group Bank AG “s business purpose is to pedvathking services. The production process of & lstherefore not connected
with research and development in an industrialseidswever, development work impacts permanengyctirrent business of the bank.

BRANCHES

Erste Group Bank AG maintains branches in Londony Nerk, Hong Kong and Germany (Berlin and Stuttgérgt provide commer-
cial lending to foreign banks, leasing companies sovereign debtors as well as institutional sé@asce 2013, a representation Office is
registered in Ukraine. The Representation Officepsus Erste Group Bank AG in managing a portfoligogudminent Ukrainian Large
Corporates, particularly in agriculture and energy.

CAPITAL, SHARE, VOTING AND CONTROL RIGHTS

Investor information pursuant to section 243a (1) o f the Austrian Commercial Code ("UGB")

With regard to the statutory disclosure requirerméntthe Management Report, special reference ienmthe relevant information in
the notes to the financial statements, in secti@2C

As of 31 December 2018, together with its syndigategners, DIE ERSTE oesterreichische Spar-Cassat&tiftung (“Privatstiftung”), a
foundation, controls approx. 29.99% of the shaneBrste Group Bank AG and with 16.21% is the maeraholder. The Privatstiftung
holds 6.495 of the shares directly; the indirect participation of the Privatstiftung amounts to around 9.72% of the shared bglSpar-
kassen Beteiligungs GmbH & Co KG, which is an affdthundertaking of the Privatstiftung. 0.78% arlel likrectly by Austrian savings
banks respectively saving banks foundations ad¢tiggther with the Privatstiftung and affiliated kviErste Group Bank AG through the
Haftungsverbund. 9.92% of the subscribed capitatastrolled by the Privatstiftung on the basis oftareholder agreement with
Caixabank S.A.. 3.08% are held by other partnets¢shareholder agreement.
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Furthermore, it should be noted that Erste GroupkB¥@ — just as nearly all Austrian savings banks a member of the Haftungsver-
bund of Sparkassengruppe.

Sparkassengruppe sees itself as an associatiomefendent, regionally established savings bankshvdims to strengthen its market
position by strengthening common product develogmegrmonising its market appearance and advegtisimcepts, pursuing a com-
mon risk policy, engaging in co-ordinated liquidianagement and applying common controlling stafsdar

In addition, the purpose of this scheme is:

_ to identify any business issues of its member bail early stage and to provide effective agsistdo its members in the resolu-
tion of business issues - this can range from iofletechnical assistance or giving guarantees doiging borrowed or qualifying
capital, and

_ to provide customers with a deposit guarantee systat goes beyond the legal deposit guarantedreagent (section 93 et seq.
BWG) which only guarantees certain types of custotlegosits by creating a suitable obligation toiserthe liabilities of other par-
ticipating savings banks if the need arises.

Haftungsverbund GmbH is responsible for implemantinch measures and analysing the business sitwat@very member bank of the
Haftungsverbund. Overall, the participating savibgsks hold a maximum stake of 49% (assuming aihga banks participate) in
Haftungsverbund GmbH and Erste Group Bank AG alvlayds a minimum stake of 51%.

As required by the BWG, individual members of thetttagsverbund may need to provide assistance ter attembers (by giving li-
quidity assistance, granting loans or guarantedspanviding equity capital, for instance), andttie case of section 93 (3) no. 1 BWG,
to service the guaranteed customer deposits off@tigsverbund member. The scope of the individealises to be provided by indi-
vidual Haftungsverbund members where needed i®suty an individual and general maximum limit. Acgntributions made by Haf-
tungsverbund members under the statutory depoaitagtee system pursuant to section 93 et seq. BW@kawise counted in. The
corresponding amounts are determined by Haftungigelsaft and communicated to members liable fotrioutions.

In 2013, collaboration with savings banks was fertbtrengthened by way of an additional agreenEm. purpose of the agreement
concluded in 2013 and effective as of 1 Januaryl29hot only to broaden the regulatory optionslatsée to Erste Group Bank AG but

also to ensure compliance with point 127 of Arti4l€l) CRR and Article 113 (7) CRR with a view to allagiirecognition to interests at

consolidated level in acc. with Article 84 (6) CRRrtR#pating saving bank in the contract concluded2013 was also the Sparkasse
Oberdsterreich, which forms an institutional prditet system in accordance with Article 113 (7) CRRetbgr with the other members

of the Haftungsverbund. Owing to the new legal anpervisory requirements, the maximum limits fopart mechanisms of the indi-

vidual members were raised and an ex-ante-fundsetsgp. Payments to the ex-ante-fund are madequiarderly basis over a period of

10 years.

In the financial statements, the payments by thevidual members are recognised as participationB$ GesbR — which is in charge to
manage the ex-ante-fund. Furthermore retainedregsrare built, whereby a shift from untied reseteesed reserves was conducted in
2014. On the basis of the contractual provisidmssé retained earnings represent a restrictedreeSdtese tied retained earnings may be
released only in case of a drawdown of the ex-amtd-due to a triggering event. Internally, thiseve may therefore not be used to
cover a loss and, at member level, it doesquatify as capital under the definition of CRR; on a consolidated level, however, the ex-
ante-fund qualifies as capital.

Additional disclosures pursuant to section 243a (1) UGB

All restrictions on voting rights or the transfer of shares, even if they are included in agreements between shareholders,

insofar as they are known to the Management Board pursuant to section 243a (1) no. 2 UGB:

In shareholder agreements Privatstiftung agreeh igtpartners the following: concerning the appoent of the members of the super-
visory board the partners are obliged to vote gsired by Privatstiftung. The partners can dispafsshares according to a predefined
sale procedure and can purchase shares only wihhimuotas agreed with Privatstiftung (of a maximomn®2% within 12 months in
total); with this regulation an unwanted creeping-in according to takeover law shall be preventacaddition, the partners have committed
themselves not to make a hostile takeover bidta@articipate in a hostile takeover bid nor to tagfether with a hostile bidder in any
other way.

The Atrticles of Association contain no restrictionsespect of voting rights or the transfer ofreisa
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Pursuant to section 243a (1) no. 6 UGB not directly prescribed by the law regarding the appointment and dismissal of
members of management and supervisory boards as well as on the amendment of the Articles of Association:

This concerns:

_ Art. 15.1 of the Articles of Association, which pides that Privatstiftung will be granted the righthominate up to one third of the
members of the Supervisory Board to be elected dégliareholders’ meeting, as long as Privatstifigrigible or all present and fu-
ture liabilities of the company in the case ofiitsolvency pursuant to Section 92 (9) Banking Aat an

_ Art. 15.4 of the Articles of Association, which pides that a three-quarter majority of valid votast and a three-quarter majority of
the subscribed capital represented at the meetingidering the proposal are required to pass aomdtir removal of Supervisory
Board members

_ Art. 19.9 of the Articles of Association, which pides that the Articles of Association, in so farthey do not alter the business pur-
pose, may be passed by simple majority of votesazad simple majority of the subscribed capitarespnted at the meeting consid-
ering the amendment. Where higher majority votes raquired by individual provisions of the Article$ Association, these
provisions can only be amended with the same higtegority vote. Moreover, amendments to Art. 1®Quire a three-quarter ma-
jority of the votes cast and a three-quarter mgjai the subscribed capital represented at thaingeeonsidering the proposal.

Pursuant to section 243a (1) no. 7 UGB, members of the Management Board have the right to issue or repurchase shares,
where such a right is not prescribed by statutory law:

As per decision of the Annual General Meeting oMay 2017:

_ the Management Board is entitled to purchase uf%6 af the subscribed capital in treasury sharesréaling purposes according to
section 65 (1) no. 7 Austrian Stock Corporation @éktG"). However, the trading portfolio of theshaes may not exceed 5% of
the subscribed capital at the end of any calendgr The consideration for the shares to be purchasest not be less than 50% of
the closing price at the Vienna Stock Exchangehenldst trading day prior to the purchase and masexceed 20% of the closing
price at the Vienna Stock Exchange on the lastrigaday prior to the purchase. This authorisatgwalid for a period of 30 months,
i.e. until 16 November 2019.

_ the Management Board is entitled, pursuant to se@&®(1) no. 8 as well as (1a) and (1b) Stock EmghaAct and for a period of
30 months from the date of the resolution, i.eil W& November 2019, to acquire own shares of upQ% of the subscribed capital,
subject to approval by the Supervisory Board, with dption of making repeated use of the 10% ligither at the stock exchange or
over the counter, likewise to the exclusion of shareholders’ right to tender proportional paym@iie authorisation may be exer-
cised in whole or in part or in several instalmeartd in pursuit of one or several purposes. Thé&ebqrice per share must not be be-
low EUR 2.00 or above EUR 120.00. Pursuant to sedd®n(1b) in conjunction with sec. 171 Stock CorporatAct, the
Management Board is authorised, from the date ofdkelution, i.e. until 16 May 2022, on approvalthg Supervisory Board, to
sell or use the company’s own shares, also by meathes than the stock exchange or a public offefimgny purpose allowed by the
law, particularly as consideration for the acqgiositand financing of the acquisition of companiessinesses, business divisions or
shares in one or several businesses in Austriaroad to the exclusion of the shareholders’ propoal purchase option. The author-
isation may be exercised in whole or in part osé@veral instalments and in pursuit of one or séymrgooses. The Management
Board is authorised to redeem own shares subjebetS8upervisory Board's approval without requiring Annual General Meeting
to adopt any further resolution.

__ The Management Board is authorised to redeem shattesut further resolution at the Annual Generaletlieg with the approval of
the Supervisory Board.

All sales and purchases were carried out as ast#tbat the Annual General Meeting.

According to section 8.3 of the Articles of Assditia, the Management Board is authorized, until 22023 and with the approval of
the Supervisory Board, to issue convertible bonasl{dling conditional compulsory convertible bondsading to section 26 Austrian

Banking Act (BWG)), which grant subscription or cension rights to the acquisition of company shangsle paying due consideration

or excluding the subscription right of sharehold@ise terms of issue can also set out a convertibigation at the end of the term or at
another point in time in addition or instead of stiiption or conversion rights. The issue of cotilser bonds may only take place to the
extent that guarantees the fulfilment of agreedvemion or subscription rights and, in the casa obnversion obligation set out in the
conditions of issue, the fulfilment of the corresdimg conversion obligations from the conditionapital increase. The issue amount,
conditions or issue and the exclusion of sharelsldabscription rights are to be determined byNtemagement Board with consent of
the Supervisory Board.
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Significant agreements to which the company is party, and which become effective, are amended or are rendered ineffective
when there is a change in the control of the company as a result of a takeover bid, as well as their effects
[section 243a (1) no. 8 UGB]:

“Haftungsverbund”
The agreement in principle of the Haftungsverburavides for the possibility of early cancellatiamr fjood cause. Good cause allowing

the respective other contracting parties to catieehgreement is deemed to exist if:
__one contracting party grossly harms the dutiesltiagufrom the present agreement
_ the ownership structure of a party to the contchetnges in such a way — particularly by transfecapital increase — that one or
more third parties from outside the savings bamtoseadirectly and/or indirectly gain a majority thfe equity capital or voting rights
in the contracting party or
__one contracting party resigns from the savings Isaakor irrespective of the reason.

The Haftungsverbund's agreement in principle amplementary agreement expire if and as soon a®atiy that is not a member of
the savings bank sector association acquires rhare25% of the voting power or equity capital otErGroup Bank AG in any manner
whatsoever and a member savings bank notifies #fuksverbund's steering company and Erste GronR B& by registered letter

within twelve weeks from the change of control tidétitends to withdraw from the Haftungsverbund.

Directors and Officers Insurance
Changes in control

In the event that any of the following transactiongprocesses occur during the term of the ins@rgticy (each constituting a “change
in control”) in respect of the insured:
_ the insured ceases to exist as a result of a mergamsolidation, unless the merger or consoliaticcurs between two insured par-
ties, or
__another company, person or group of companies i@ops acting in consent, who are not insured paréiequire more than 50% of
the insured’s outstanding equity or more than 5@%sovoting power (resulting in the right to couoitthe voting power represented
by the shares, and the right to appoint the Managé®Board members of the insured),
then the insurance cover under this policy remainfill force and effect for claims relating to amful acts committed or alleged to
have been committed before this change in conbalt effect. However, no insurance cover is proviftadclaims relating to unlawful
acts committed or allegedly committed after thatetilunless the insured and insurer agree otherwi$e) premium for this insurance
cover is deemed to be completely earned.

In the event that a subsidiary ceases to be adiabsduring the insurance period, the insuranagicander this policy shall remain in

full force and effect for that entity for the remder of the insurance period or (if applicable)ilutite end of the extended discovery
period, but only in respect of claims brought agaam insured in relation to unlawful acts comnditte alleged to have been committed
by the insured during the existence of this eraitya subsidiary. No insurance cover is providedtfaims brought against an insured in
relation to unlawful acts committed or allegedlyruitted after this entity ceased to exist.

Co-operation between Erste Group Bank AG and Vienna Insurance Group (VIG)

With respect to banking and insurance productsteE&oup Bank and Vienna Insurance Group AG Wievasicherung Gruppe
(“VIG") are contractual partners of a general salgeeement regarding the sales cooperation bettmeta Group Bank AG and VIG in
Austria and CEE. The contract, which was originaififered into in 2008 (between Erste Bank der ¢$tbisehen Sparkassen AG and
Vienna Insurance Group der WIENER STADTISCHE Versiohg AG), was renewed and extended in 2018 urgileihd of 2033. The
objective of the renewal and extension was the fizadion of the agreement to fit the company resttitings of the original parties, the
change to several business parameters and theatidapif the agreement to the legal framework. padies already determined in the
first agreement that each party had the rightrmiteate the agreement in the case of a takeovearieg Erste Group Bank, a takeover
is deemed to occur if 50% plus one share of votagital of Erste Group Bank AG is acquired by adhparty (except
DIE ERSTE oesterreichische Spar-Casse Privatstifturte Austrian savings banks). Regarding VIG, &takr is deemed to occur if
50% plus one share of voting capital of VIG is doegh by a third party (except Wiener Stadtische Ngetseitiger Versicherungsverein
Vermogensverwaltung - Vienna Insurance Group). &didm this contract termination agreement, upoteresion of this contract the
parties agreed upon an additional termination fowdycause if the continuation of the contract idarger reasonable for one or both
parties based upon new statutory or regulatoryireaents.

Furthermore, Erste Group Bank AG and VIG are pattiean Asset Management Agreement, pursuant tohmBiste Group Bank AG
undertakes to manage certain parts of VIG's angrdsp companies' securities assets. In case lofuage of control (as defined above),
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each party has a termination right. The Asset Manmsmnt Agreement was extended until 2033 at the seneeas the renewal of the
aforementioned contract.

INTERNAL CONTROL AND RISK MANAGEMENT SYSTEM CONTROL RIGHTS FOR FINANCIAL
REPORTING PROCEDURES

IKS Framework Requirements

The IKS policy provides the framework conditions fbe internal control system (IKS) at Erste Grolilefines current standards con-
cerning general tasks and responsibilities as agelininimum criteria for IKS documentation. In Er&eup, a top-down, risk adjusted
and decentralised IKS approach is to be applied avfocus on the material risks identified withie framework of the ICAAP process.

The IKS process of Erste Group is based on thedwaork conditions and minimum criteria of the intwation of group-wide internal

policies (Group Policy Framework — GPF). All keyntwls for the control and monitoring of group-wideterial risks are laid down in
specific internal policies that have to be impletedngroup-wide. The definition and documentatioieyf controls has to be duly carried
out by traceable means by the policy owner on gieupl. The control of the roll-out of individuabficies is part of the general GPF
process.

The monitoring of the efficiency and effectivene$she IKS is ensured and validated by regularlgdiected monitoring activities (con-
trol indicators) and individual sample inspectionkis is done in order to guarantee that the keyrots fulfil their objectives, reduce the
probability of other risks occurring and to keep tither remaining risks in line with the risk-retuirhe risk profile, which includes the
current and target situation, is monitored by éadividual risk function unit and is illustrated the framework of the consolidated risk
reporting (GRR) for the management or relevant riskmittee.

Control environment

The control environment provides the frameworktfog introduction, implementation and monitoringlG§ principles, procedures and
measures. The Management Board of Erste Group Banis A€3ponsible for the establishment, structuckapplication of an appropri-
ate internal control and risk management systetmtie&ts the company's needs in its accounting grwes.

Holding & Treasury Accounting and Holding FinanceA&counting Competence Center, which are part ofGheup Accounting &
Controlling division, coordinate and verify the firccounts’ compilation for Erste Group Bank AG. ™ssignment of powers, account
responsibilities and the necessary control proeedue defined in the operating instructions.

Risk assessment

The main risk in the accounting procedures is #vabrs or deliberate action (fraud) prevent factamf adequately reflecting the

company's financial position and performance. Thithe case whenever the data provided in the diaarstatements and notes is
essentially inconsistent with the correct figuiies, whenever, alone or in aggregate, they aretahil&luence the decisions made by the
addressees on the basis of the final accounts. @aikion may cause serious damage, such as faldoss, the imposition of sanctions

by the banking supervisor or reputational harm.

Controls
The relevant units are obliged to comply with tlteaunting and measurement principles that are egigé for capturing, posting and
accounting transactions and laid out in the opagdtistructions relating to the UGB and in the IFR$ounting Manual.

The basic components of the internal control sygi€8) at Erste Group Bank AG are:

_ Controlling as a permanent financial/business aig(gsg. comparison of target and actual data betwecounting and Controlling)
and control of the company and/or individual cogterdivisions.

_ Systemic, automatic control systems and measuréeeiformal procedure and structure e.g. programooedrols during data pro-
cessing.

_ Principles of functional separation and the foue-pyinciple.

_ Internal Audit — as a separate organisational-distcharged with monitoring all corporate divissdn an independent yet proximate
manner, particularly with regard to the effectivemef the internal control system. The functioyadit the Internal Audit unit is mon-
itored by quality assurance measures (self-assessnpeer reviews, external quality assessmentshdWManagement Board, the
Audit Committee/Supervisory Board and by externatiesir(e.g. bank auditor, bank supervisor).
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Information and communication

In accordance with Austrian Commercial Code (UGB) sthian Banking Act (BWG), the final accounts are jrepl in a standardised
format and in compliance with the control measutescribed above. Before being passed on to the Aaditmittee of the Supervisory
Board, the financial statements to be publishedsabenitted to the managers and CFO for approvalinQuhe year the UGB-result is
presented to the responsible board member (CFO)oarerly basis.

Reporting is nearly fully automated using input eys$ and automatic interfaces. This warrants tredtta for controlling, (segment)
and earnings accounting as well as other evaluatios always up to date. The information used byatitounting department is derived
from the same database and reconciled monthlyefworting. Close collaboration between Accounting @odtrolling ensures that target
and actual data are constantly compared, allowangffective control and harmonization.

Responsibilities of Internal Audit

Internal Audit is in charge of auditing and evalogtall areas of the bank at appropriate intertased on legally required and on risk
oriented planned audits (according to the annudit alan as approved by the Management Board arattegpto the Audit Committee).
The main focus of audit reviews is to monitor thedtionality of the internal control system. IntakrAudit reports its findings to the
Group's Management Board and Audit Committee setienak a year.

According to section 42 BWG, Internal Audit is a tohbody that is directly subordinate to the Mamagnt Board. It serves the exclu-
sive purpose of ongoing and comprehensive revidwiseolegal compliance, appropriateness and slittabf the banking business and
banking operation. The mandate of Internal Audihisrefore to support the Management Board in ftatsfto secure the bank's assets
and promote economic and operational performandetars in the Management Board's pursuit of itsriees and operating policy. The
activities of Internal Audit are guided in partiauby the the law, guidelines and minimum standafdke authority, by the professional
standards for internal audits and their policy,ahhis checked regularly and adapted if necessary.

Audit activities of Internal Audit
In its auditing activities, Internal Audit puts pegial focus on:
_ operating and business areas of the bank;
_ operating and businepsocesses of the bank;
_ internal bank standards (policies, guidelines, ateg instructions), also with regard to their cdiampce and up-talateness;
_ audit areas stipulated by the law, as they interrakult from the rules of the Austrian Banking A8WG) and the Capital Require-
ment Regulation (CRR).

RISK MANAGEMENT

Comments on the risk profile of Erste Group Bank AG

In light of the business strategy of Erste GroupkBa, besides participation risk, the main riskslirled credit risk, market risk, inter-
est-change risk in the banking book, liquidity reskd non-financial risks. In addition, a risk matkty assessment is undertaken on an
annual basis. It is ensured that all relevant natasks are covered by Erste Group Bank AG’s adrand risk management framework.
This entails a set of different tools and govermatacensure adequate oversight of the overallmiskle and sound execution of the risk
strategy, including appropriate monitoring and k&g@n of issues that could materially impact thek iprofile of the group. The main
types of risk can be summarised as follows:

_ Credit risk: is the risk of loss from the potential collapsecofinterparties, particularly of borrowers in th@wentional lending busi-
ness, and any related credit losses.

_ Market risk: describes the risk of loss from unfavourable pdbanges in marketable and traded products, suchaes, fixed-
income securities and derivatives, as well as firearest and foreign exchange volatility and flattons in raw material prices.

_ Interest rate risk in the banking book, including net interest incomerisk: is the risk of an adverse change in the marketevafifinan-
cial instruments or in net interest income due soket interest rate movements. This type of riskeardue to differences in maturi-
ties, interest rate linkages, and interest ratetqgsriods between assets and liabilities includiegvatives.

_ Liquidity risk: describes the risk of the bank's insufficient iiitity or inability to make funds available in a &ty manner to service
its debts.

_ Non financial risk: includes reputational and operational risks. Ojxamal risks are losses as a result of error ofunation of inter-
nal procedures, humans and systems or externaiseven
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Participation Risks

Participation risks are risks of potential valueses from providing equity, as current-value woiffs; capital losses from sales, omis-
sions of dividends or decline of hidden reserveseastliability risks from letters of comfort or pgal payment commitments. The major-
ity of direct and indirect participations fully cenlidated in the group balance sheet and thus thiske are recorded ascertained.
Consequently potential risks of investments are lysuavered by other types of risks and correspoglyi considered in their monitor-
ing and control methods.

The participations entered into by Erste Group Ba@ktook place in line with the strategic objectieeinvest in retail banking whereby
own experience and expertise could be contributedrder to participate more in growth markets, grephic diversification was in-
creased by investing in central and eastern Europtstes. In order to reduce the political, legal aconomic risks, the management
focuses on countries within the EU or on poteriidi candidate countries.

Risk management objectives and methods
Taking risks in a conscious and selective manndrtamanage such risks professionally is one ottre functions of a bank. Adequate
risk policy and risk strategy is essential to akkefundamental financial health and operationaibess success.

Erste Group has developed a risk management frarketlat is forward-looking and tailored to its busss and risk profile. This
framework is based on a clear risk strategy thist @et general principles according to which rizking must be performed across the
group. The risk strategy is consistent with theirless strategy and incorporates the expected imgfaexternal environment on the
planned business and risk development.

The risk strategy defines current and targetedpisiile for all main risk types and sets stratdgiats for the significant financial and
non-financial risk types as identified by the arntiisk materiality assessment. The risk strateggxecuted within a clearly defined
governance structure, which is also applied for ibooing the risk appetite statement (RAS) and sufipp metrics and escalation of
limit breaches.

In 2018, management has continued to steer crifigafolios, including active portfolio managememd sales of non-performing expo-
sures to further strengthen the risk profile. Thdés been particularly demonstrated by the contisumprovement of the credit quality
and the ongoing decrease of non-performing loadsiak costs.

For credit risk, by far the most important riskezgiry, Erste Group Bank AG has been using the iateatings-based (IRB) approach
according to the Capital Requirements Regulation (CRR)aaopts this approach also for the assessmeroobenic capital require-
ments according to Pillar 2. In addition, all refhtand required methods and processes of this nesasnt approach are applied. The
internal models are currently subject to a revisiothe context of a comprehensive project withspecific view of addressing identified
findings and incorporating regulatory changes.

The capital requirement for the market risk expesufrthe trading book has been assessed usingitiésimwn model. In order to hedge
the exposure to variability in the market risk féag from balance sheet assets (bonds, loans)liabilities (own issues, promissory
notes, custody transactions) on an individual basias a group, Erste Group Bank AG uses interéstswaps, currency swaps and
options as hedging instruments. These hedginguimetnts are accounted for as valuation units togetite the respective hedged item
according to section 201 (2) Austrian Commercial C(@dieternehmensgesetzbuch — UGB). Effects of theimmoing low interest rate
environment are described in the unconsolidateahfital statement in sections Financial performandieators and Outlook.

The requirements for the generation of valuatioitsuare fulfilled by the fair value hedge accougtiprocesses which are applied at
Erste Group Bank AG. Details on these processegrasented in the notes to the financial statensewtjon C note 31.

In accordance with the Advanced Measurement ApprdadA), operational risk for Erste Group Bank AGhiacked by equity capital.
Towards the end of 2018, an adapted version afnibael applied was approved by the supervisory aitidgs

In order to provide a comprehensive overview ofentr and future risk and the cover pools of the Bém& bank’s risk-bearing capacity
is determined by the Internal Capital Adequacy Assest Process (ICAAP). The risk-bearing capacibyigles regular updates on the

risk profile and capital adequacy, furnishing aibésr defining and implementing any measures thay be necessary.

Erste Group Bank AG defines its risk strategy ais#t eppetite within the framework of the annualtsgi planning process, during
which adequate orientation of the risk, capital eeglilts and earnings targets is ensured. Stratedis and principles are defined for all
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types of risk on the basis of the RAS in the rigktegy. These strategic limits and principles supfte implementation of the medium
and long-term risk decisions. Risk Management Gaweea ensures the comprehensive overview of alldésksions and the proper
execution of the risk strategy. Risk-reducing measuare carried out as part of the ordinary riskagament process in order to make
sure that the Group acts in accordance with thiaelgfrisk appetite.

Risk management organization

Risk control and risk steering are performed bagsethe business strategy and the risk appetite apdrby the Management Board.
Together with the chief risk officers of the suliaitks, the chief risk officer of Erste Group Banie AGroup CRO) is responsible for
implementation of and adherence to the risk corgnal risk management strategies across all riskstgmd business lines. Committees
with explicit strategic and operative controllinghttions have been set up to ensure the Bank'stieffeand optimal management. At the
top of the risk committee hierarchy within Ersteo@ Bank AG is the Risk Committee of the Supervid®oard. It is responsible for
granting approval in all those cases in which loamd exposures or large exposures reach an amxeegding the approval authority of
the Management Board according to the internal aggbrauthority policies. Furthermore, it is chargeith granting approval to large
exposures pursuant to Article 392 CRR, if such a claiegual or exceeds 10% of the eligible capitah afedit institution. Within the
competence assigned to it, the Committee may grdwdince approvals to the extent permitted by ldve Management Board and in
particular, the Group CRO ensure the availabilitappropriate infrastructure and staff as well asho@$, standards and processes. The
actual identification, measurement, assessmentpaglp monitoring, steering and limit setting fbetrelevant risks are performed at the
operating entity level within Erste Group Bank AGheTmanagement board is supported by several digiséstablished to perform
operating risk control functions and exercise sty risk management responsibilities.

In 2018, the structure of the risk management asgdion was adapted, in order to ensure more effighrocesses and clear responsibili-
ties, with a focus on individual types of risk. Tlelowing changes were made:

_ Creation of the corporate unit “Executive Divisiomatector Strategic Risk”,

_ Integration of Group Workout into Group Credit Rislaivhgement, and

_ Establishment of Group Compliance as own division.

The following risk management functions report diteto the Group CRO:
_ Group Liquidity and Market Risk Management;
_ Enterprise wide Risk Management;
_ Credit Risk Models;
_ Group Non Financial Risk;
_ Group Credit Risk Management;
_ Group Legal;
_ Group Sustainability Office;
_ Executive Divisional Director Strategic Risk.

The division Group Liquidity and Market Risk Managamhincludes all market and liquidity risk functgrirhis division is responsible
for the management, measurement and control dfghiglity and market risk in the trading and barkimook of Erste Group Bank AG.
The methods and models applied are checked arthtedi by a separate department.

Enterprise wide Risk Management (ERM) enables arasad focus on holistic risk management and ensaraprehensive risk portfo-
lio steering, monitoring, analysis, and reportie(RM drives key strategic initiatives to establiskeajer cohesion between risk strategy
(including risk appetite and limit steering) andeogtional execution. Furthermore, ERM works togethi¢h all risk functions and key
divisions to strengthen oversight risk to coveridpcredit, liquidity, market, operational anddiness risk.

The Credit Risk Models division covers developmertt walidation responsibilities in the area of credk. It is responsible for all the
policies, standards and procedures across thertdiit risk model lifecycle. This area provides @quagte risk measurement methodolo-
gies and tools as well as an appropriate framearkelevant risk policies. Model validation is@ly centralized function, independent
in line with regulatory requirements.

The areas of responsibility for Group Non Finan&ladk were reorganised in 2018 by the establishrakatseparate Group Compliance
division, the assignment of the department GroupuBty to the unit in the COO (Chief Operating Officdivision responsible for gov-
ernance, as well as the preparation of the intiegratf the core function of operational risk managat into the division Enterprise wide
Risk Management. This integration will be effectfvem 1 January 2019. The present department Grqagra@ional & Non-Financial
Risk acts as the central and independent risk doutrio for the identification, measurement and difaation of the operational risk
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within Erste Group and is responsible for the opienaof the model for the calculation of the owmdis requirement for operational
risks.

In November 2018, both divisions Group Credit Risaridgement and Group Workout were merged into destigision called Group
Credit Risk Management. The newly organized divisBmoup Credit Risk Management fulfils the functionopferational risk manage-
ment and covers the approval of credit risks a$ agethe support of workout cases for both, thailrahd the non-retail portfolio (medi-
um-sized companies, key accounts and real estaternars, as well as institutional customers andhi@parts). At the same time, this
division is responsible for the setting of standaadd the management of the non-retail and retiginess. Group Credit Risk Manage-
ment ensures that only credit risk, which is aldywéth the risk appetite, the risk strategy and lthets set by Enterprise wide Risk
Management is taken onto the books.

Group Legal acts as the central legal departmegirste Group Bank AG. This division provides legapport and counsel for the man-
agement board, the business units and the ceuntretiéns and mitigates legal risk. It also attetudiegal sourcing and to dispute resolu-
tion and litigation.

The main tasks of the GSO include the developmeditgroup-wide implementation of the diversity amdieonmental policy, the devel-
opment of the “Code of Conduct” for Erste Group amel further development of the “Time Bank” in Austf@atform for the arrange-
ment between NGOs and employees of the bank farntaty engagement in civil society). Furthermolirt tasks also include
participation in the evaluation of non-financiaks in client business as well as taking care eftstainability rating and the creation of
the non-financial report.

The staff unit Executive Divisional Director Strgie Risk is responsible for the further developmaninternal risk models and master-
ing challenges in connection with the review oémial models by supervisory authorities. Furtheemtis unit ensures comprehensive,
optimised coordination of all divisions, which arencerned with strategic risk management (Enterpsisle Risk Management, Credit
Risk Models, Group Liquidity and Market Risk Manageme

Statements concerning value adjustments for cristlis can be found in Annex section C note 33 atterning off-balance sheet risk
items in Annex section C note 34 of this financtatement. Litigations are dealt with in Annex sectA (Ongoing legal cases).

CORPORATE GOVERNANCE

Compliance with laws and international initiativegmenst bribery and corruption is a matter of f&ste Group Bank AG places particu-
lar emphasis on continuous training of employeepa®icular point of focus is on the strict requients regarding whether gifts may be
accepted at all from customers, or where appraptia size of the gift. Another such point is th@stieblowing office. The Erste Integ-
rity Line promotes lawful and fair behaviour, eringlall employees to report suspicious events. Wibkal corporate governance report
can be found in the annual report of Erste Grotnis | published on the website of Erste Groupwasiwerstegroup.com/ir.

CLAIM PURSUANT TO SECTION 243B COMMERCIAL CODE (UGB )

Non-financial reporting for Erste Group Bank AG puast to Section 243b of the Commercial Code (UGBldiphed together with the
Group's separately consolidated non-financial rejpothe financial statement of Erste Group. Theasate non-financial report is dis-
closed in the financial statement on the homepagevav.erstegroup.com/ir.
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GLOSSARY

Operating Income
Sum of excess interest, fee surplus, income frotarges and participations, earnings from finahtiansactions and other operating
income.

Operating Expenses
Sum of personnel expenses, material expenses,iaation of intangible assets and tangible assetgeisas other operating expenses.

Operating Result
Operating result less operating expenses.

CEE (Central and Eastern Europe)
English abbreviation also commonly used in Gerngplied to the economic area of Central and Easteroge. Includes the new EU

member states from expansion in 2004 and 2007 thasvihe successor states to Yugoslavia and thietSdnion and Albania.

Equity Ratio
The total eligible own capital according to Artidi2 CRR expressed in % of the total risk amount adegro Article 92 (3) CRR.

Forbearance
Concessions to the debtor due to financial diffieslt

Total Return on Capital
The annual net profit before allocation to reseiggled by the average balance sheet total (ageshthe last 5 quarterly cut-off dates).

Tier 1 Ratio
Core Capital (CET1) according to Article 50 CRR expresséd of the total risk amount according to Arti€2 (3) CRR.

Core Capital Ratio
Core Capital according to Article 25 CRR in % of thatoisk amount according to Article 92(3) CRR.

Cost-Income Ratio
Operating expenses as a % of the operating income.

Risk appetite Statement (RAS)
The RAS is a strategic explanation that describesrtaximum risk that a company is prepared to t@leehieve its goals.

Solely Payments of Principle and Interest (SPPI)
Financial instrument, whose contractual cash flowkide only redemption and interest
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We draw attention to the fact that the English dfation of this auditor’s report according to Sewet274 of the Austrian Commercial
Code (UGB) is presented for the convenience of tadeeonly and that the German wording is the cedyally binding version.

V. Auditors’ Report
REPORT ON FINANCIAL STATEMENTS

Audit opinion

The Sparkassen-Prufungsverband (PrifungsstellePar@ Wirtschaftspriifung GmbH, Vienna, — hereinafederred to as “we” — have
audited the financial statements of Erste Group B®BkVienna, which comprise the balance sheet &eaember 31, 2018, the income
statement for the fiscal year then ended, and dtesn

In our opinion, the accompanying financial statete@omply with legal requirements and give a tme fair view of the financial posi-
tion of the Company as at December 31, 2018, aiitd fihancial performance for the fiscal year trerded in accordance with the Aus-
trian Commercial Code and the special legal requinesne

Basis for opinion

We conducted our audit in accordance with Regulattis) No. 537/2014 (hereinafter EU Regulation) angtiian generally accepted
auditing standards. Those standards require thiicappn of the International Standards on Auditif§As). Our responsibilities under
those provisions and standards are further destiibthe “Auditor’s Responsibilities for the Audif the Financial Statements” section
of our report.

We are independent of the Company in accordand¢eAuistrian Generally Accepted Accounting Principke provisions of the Austri-
an Banking Act and professional requirements andawe fulfilled our other ethical responsibilities &ccordance with these require-
ments. We believe that the audit evidence we hat@med is sufficient and appropriate to provideaais for our opinion.

Key audit matters

Key audit matters are those matters that, in oofegsional judgment, were of most significanceun audit of the financial statements of
the fiscal year. These matters were addressec inahtext of our audit of the financial statemexgs whole, and in forming our opinion
thereon, and we do not provide a separate opimah&se matters.

We have structured key audit matters as follows:
_ Description
_ Audit approach
_ Reference to related disclosures

1. Impairment of Loans and Advances to Customers

Description

Loss allowances represent management's best estoh#ite credit losses expected with respect tdahe portfolio at balance sheet
date. Due to the underlying assumptions and estngtthe determination of expected credit lossdshierently subject to substantial
judgement applied by management.

As at 31 December, 2018, the volume of loans (Idansustomers and loans to credit institutionsEodte Group Bank AG, Vienna,
amounted to EUR 38.5 billion before loan loss alloees of EUR 0.2 billion.

Erste Group has implemented internal guidelinesspatific processes to identify significant ince=ag credit risk (at the level of the
individual financial instrument) as well as loseets for individual customers. These processessighjificantly on quantitative criteria
and involve management judgement.

Based on the results of these assessments, sesenaris-based discounted cash flow methods are tosddtermine the level of loan

loss allowances. Assumptions incorporated in tlssessments are, if required, estimated baseaitistisal models taking into regula-
tory requirements and translated into parameteargptiant with accounting requirements:
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_ For non-defaulted loans, loss allowances are giyerdlectively measured at an amount equal taridhith expected credit loss. If a
significant increase in credit risk has occurresslallowances are measured as lifetime expectelit tveses. For defaulted loans
with a comparable risk profile, that are consideretito be individually significant, expected crtddsses are collectively assessed as
well.

_ The collectively measured loan loss allowancescateulated considering the probability of defathe impact of forward looking
information and parameters that reflect the expkctsh flows as well as the expected proceedstfiemealization of collateral. The
applied parameters are estimated based on staltistarlels.

_ For defaulted loans considered to be significamtigtomer level, loss allowances are determined cese-by-case basis. These loss
allowances are calculated considering scenariogtitities, expected cash flows as well as expeptedeeds from the realization of
collateral (where applicable). This process invslsgnificant judgement and management estimates.

Due to the uncertainty of estimates in the deteatiom of expected credit losses as well as to theuats involved, we identified this
area to be a key audit matter.

Audit approach
To assess the appropriateness of the expected logsks, we:

_ obtained an understanding of the Expected Credis takulation methodology applied by EGB.

_ evaluated control activities in credit risk managetand lending business processes and testecbkéyls, notably with respect to
the approval of loans, ongoing monitoring and easdyning.

_ evaluated control activities and tested key coatilthe area of rating models and collateral \adna

_ using our credit risk modelling experts, evaluateastiel governance and validation processes andathjtireviewed the information
brought to the attention of the management asagethe results of back-testing and model validation

_ assessed the appropriateness and reasonablefi@sganfi-looking information incorporated in theiesites.

_ analysed sensitivities and impacts of IFRS 9 spenifidel aspects.

_ evaluated whether the data for calculating expectexlit losses are correctly incorporated in theamment calculatiorby
performing audit procedures on key controls anerfates.

_ tested, on a sample basis, the correct stage tdincccording to the relevant policies.

_ tested, on a sample basis, whether loss events identified according to the applicable policiesdamssessed whether events
occurred that significantly affect the borrowerpayment ability with regard to loans and advan@ésalso tested, on a sample ba-
ses, the adequacy of individual loan loss allowanassessing the presumed scenarios and the ekpeste flows estimated by the
Group to be received.

Reference to related disclosures:
We refer to the information provided by managemetter item 111.B and 111.C.33 of the disclosure notes

2. Impairment of participating interests (“Abschrei bung auf den niedrigeren beizulegenden Wert”) in Ba  nca
Comercial 8 Roman & SA (,BCR")

Description

Erste Group Bank AG is the main shareholder of B&@maerciai Romar SA, Bucharest, (‘BCR”) controlling 99.88 % of the stsof
BCR. In December 2018, the Romanian Ministry of Finaaro@ounced a number of tax measures which will &ddet starting in 2019,
published in the Official Journal of Romania on 28cBmber, 2018, including a new tax applicable adlitrinstitutions (Government
Emergency Ordinance No. 114/2018). The structudetlam content of the related tax calculation wdldstablished by a separate order of
the National Agency for Fiscal Administration. Ttax on total financial assets is linked to ROBOR wfth tax rate progressively de-
pending on the ROBOR level at each quarter; at current ROBOR levels, the tax rate amounts to 1.2 percent p.a. This impacts expected
profits of BCR.

Consequently, management reassessed the fair vakieulegender Wert”) of the interest in BCR. Thisju@ed discretionary judge-
ments, assumptions and estimates to be made bygeraeat.

The fair value was determined applying the divideistount method (“DDM”) which is commonly used ftve valuation of financial
institutions. Under DDM, expected future divideritat are available to be paid out to sharehold&isw-to-equity”) upon complying
with regulatory capital requirements are capitaiZéhe key features requiring management’s estsnatel assumptions comprise both
the profit expectations for the future and the peters to be applied for discounting purposes.
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The determination of future dividends from BCR waseblaen the business plan prepared by BCR's managemdnagproved by
BCR’s supervisory board. The business plan projeetgéars 2019 until 2023 (5 years) and comprises@me statement, a balance
sheet, and the planned regulatory capital. To additee uncertainty regarding the impact of the banking tax and the consequential
developments, management has adopted the revisaéiebs plan considering different potential scersabiased on different underlying
macroeconomic assumptions and assessed the pigbabthese scenarios. Management used interrcheaternal valuation experts to
validate the underlying assumptions and derivdahersalue from the revised business plan. A sustalie dividend for the infinite period
in time after the business plan period was perpetuassuming a constant growth rate. The flowsjtdgte were determined based on the
group-wide regulatory requirements and discounsidgithe Group’s cost-of-equity rate applicabl&®@mania.

Management performed a sensitivity analysis onntilaen value drivers such as cost of equity in theniteal year, growth rate in the
terminal year, sustainable RoE and sustainable CElid that resulted in a range for the fair valuéween appr. EUR 1.3 and
EUR 1.8 billion. Management’s best estimate forféievalue (“beizulegender Wert”) is EUR 1.5 billigesulting in an impairment of
EUR 118.7 million.

Due to its significance for the financial statensetie existing estimation uncertainties as wethadevel of management judgement and
assumptions required, we identified this area ta key audit matter.

Audit approach
In order to assess the appropriateness of theiegrmalue for the interests in BCR held by Erste Gr8apmk AG, we performed the
following, using specialists with the required isthy and regional knowledge in the field of busgesluation:

_ with respect to the summary of the prospectivenfoia information used in developing the accountstimate and the report on

procedures performed thereon by management’s external experts;
_ developed an understanding and evaluated the proeegerformed in order to ensure mathematicalracgwof the prospective
financial information;
_ critically reviewed management’s independent expagsessment of the reasonableness of key assmsii the business plan
and
_ performed sensitivity analyses in order to validhteconclusions on which assumptions are key,
_ corroborated macro-economic assumptions (inteagstpolicy of the Romanian National Bank, inflatigngss domestic product
(GDP) growth, liquidity, wage growth, ROBOR) with maggconomic outlooks from independent sources,
_ assessed the reasonableness, interdependenciesresistency of business assumptions such as théngatax, new lending
volume, loans, deposit growth, retail depositspooate deposits, net interest margin, and prafitab

_ examined the report on the indicative valuatiorfgreted by independent external experts on behalfhi®@fmanagement and recon-
ciled the prospective financial information to thesiness plan on which this valuation is based,

_ critically reviewed the adjustments made to theirrss plan for the purposes of the indicative vidna(interest adjustment due to
changed capital structure and related tax impant)assessed the reasonableness of the assumptnding comparing the under-
lying regulatory capital plan to other sources,

_ challenged the appropriateness of the cost of yqsid to discount the resulting expected dividdrnyddeveloping our own estimate
of the base interest rate, the beta factor, th&ehaisk premium, the country risk premium and itifeation differential.

_ Scrutinized management’s assessment regarding ¢ights attributed to the scenarios in order tovdethe fair value (“beizu-
legender Wert”) as at 31 December, 2018 and refgmhatcounting entries to the valuation performgdnanagement.

Reference to related disclosures
With regard to the above-stated information, weréd management’s disclosures in section IIl.Cthé notes.

Responsibilities of Management and the Audit Committee for the Financial Statements

Management is responsible for the preparation aimdpfesentation of these financial statementscgoaance with the Austrian Com-
mercial Code and the special legal requirementsf@mslich internal control as management determescessary to enable the prepa-
ration of financial statements that are free froatemnial misstatement, whether due to fraud or error

In preparing the financial statements, managengemnésponsible for assessing the Company’s abilitgotatinue as a going concern,

disclosing, as applicable, matters related to gaiogcern and using the going concern basis of adt@iunless management either
intends to liquidate the Company or to cease omeargtior has no realistic alternative but to do so.
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The audit committee is responsible for oversedireg@ompany’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurarmet avhether the financial statements as a whadrae from material misstatement,

whether due to fraud or error, and to issue antawslireport that includes our opinion. Reasonabieance is a high level of assurance,
but is not a guarantee that an audit conducteddordance with the EU Regulation and with Austrianegally accepted auditing stand-

ards, which require the application of ISAs, wilivays detect a material misstatement when it exiMtsstatements can arise from fraud

or error and are considered material if, individpar in the aggregate, they could reasonably hgeeted to influence the economic

decisions of users taken on the basis of thesaediabstatements.

As part of an audit in accordance with the EU Repriaand with Austrian generally accepted auditstgndards, which require the
application of ISAs, we exercise professional judgtrand maintain professional skepticism throughioaitaudit.

We also:

_ identify and assess the risks of material misstatérof the financial statements, whether due todrar error, design and perform
audit procedures responsive to those risks, argirobtdit evidence that is sufficient and apprdpria provide a basis for our opin-
ion. The risks of not detecting a material misstast resulting from fraud is higher than for onsuténg from error, as fraud may
involve collusion, forgery, intentional omissiomsisrepresentations or the override of internal int

_ obtain an understanding of internal control relévarthe audit in order to design audit procedunes are appropriate in the circum-
stances, but not for the purpose of expressingoariam on the effectiveness of the Company'’s intecoatrol.

_ evaluate the appropriateness of accounting policsesl and the reasonableness of accounting estimaderelated disclosures made
by management.

_ conclude on the appropriateness of management'sfude going concern basis of accounting and, dasethe audit evidence ob-
tained, whether a material uncertainty exists eelab events or conditions that may cast significenubt on the Company’s ability to
continue as a going concern. If we conclude thatgerial uncertainty exists, we are required tavdattention in our auditor’s report
to the related disclosures in the financial statemer, if such disclosures are inadequate, to fp@dir opinion. Our conclusions are
based on the audit evidence obtained up to theadater auditor’s report. However, future eventsconditions may cause the Com-
pany to cease to continue as a going concern.

_ evaluate the overall presentation, structure amtiect of the financial statements, including thectlisures, and whether the financial
statements represent the underlying transactioth®aents in a manner that achieves fair presentatio

We communicate with the audit committee regardampng other matters, the planned scope and tinfittgecaudit and significant audit
findings, including any significant deficienciesiimernal control that we identify during our audit

We also provide the audit committee with a statdntiest we have complied with all relevant ethigadjuirements regarding independ-
ence, and to communicate with them all relationslaipd other matters that may reasonably be thdadygar on our independence, and
where applicable, related safeguards.

From the matters communicated to the audit comejitiee determine those matters that were of mosifignce in the audit of the
financial statements of the current period andtlaeeefore the key audit matters. We describe thes¢ers in our auditor’s report unless
law or regulation precludes public disclosure abihat matter or when, in extremely rare circumstaneee determine that a matter
should not be communicated in our report becausadiverse consequences of doing so would reasobal#ypected to outweigh the
public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements
Comments on the Management Report for the Company
Pursuant to the Austrian Commercial Code, the manageraport is to be audited as to whether it issiziant with the financial state-

ments and as to whether the management reportrepargd in accordance with the applicable legalirements.

Management is responsible for the preparation @hthnagement report in accordance with the Aus€@mmmercial Code and the spe-
cial legal requirements.

We conducted our audit in accordance with Aust8tandards on Auditing for the audit of the managemeport.
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Opinion
In our opinion, the management report for the Coryipaas prepared in accordance with the applicalgalleequirements, includes
accurate disclosures pursuant to Section 243a U@Bsaronsistent with the financial statements.

Statement
Based on the findings during the audit of the finalnstatements and due to the obtained understardincerning the Company and its
circumstances no material misstatements in the geanant report came to our attention.

Other Information

Management is responsible for other informatiorhédtinformation comprises any information included¢he annual report, but does
not include the financial statements, the managéneport and the auditor’s report. The annual rejsoexpected to be made available to
us after the date of this auditor’s report.

Our opinion on the financial statements does nwecother information and we will not express aosni of assurance conclusion there-
on.

In connection with our audit of the financial stagnts, our responsibility is to read other inforimratidentified above when it becomes
available and, in doing so, consider whether theeminformation is materially inconsistent with tfi@eancial statements or our
knowledge obtained in the audit or otherwise apptabe materially misstated.

Additional Information in accordance with Article 1 0 of the EU Regulation
Pursuant to Sections 23 and 24 Austrian Savings BahkSpG), the Sparkassen-Prifungsverband (Préhtalle) is the statutory audi-
tor of Austrian savings banks.

At the ordinary general meeting dated May 17, 284d pursuant to Section 1 (1) of the Auditing Rd@sSavings Banks, Annex to
Section 24 SpG, PwC Wirtschaftsprifung GmbH, Vienmas appointed as additional auditor for the secainte. PwC
Wirtschaftsprifung GmbH, Vienna, was engaged bystipervisory board.

We confirm that the audit opinion in the “Reporttbe Financial Statements” section is consistertt tie additional report to the audit
committee referred to in Article 11 of the EU Regjola.

We declare that we did not provide any prohibited-audit services (Article 5 (1) of the EU Reguali and that we remained independ-
ent of the audited company in conducting the audit.

Responsible Engagement Partner

Responsible for the proper performance of the enmgageare Mr. Gerhard Margetich, Austrian CertifieRe Accountant (Sparkassen-
Prafungsverband (Prifungsstelle)), and Ms. Dor&eRebmann, Austrian Certified Public Accountant (Pigtschaftsprifung GmbH,
Vienna).
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Vienna, 28 February 2019

Sparkassen-Priifungsverand
(Prifungsstelle)

(Bank Auditor)

Gerhard Margetich mp Stephan Lugitsch mp

Austrian Certified Public Accountant Austrian Certified Public Accountant

PwC Wirtschaftspriifung GmbH

Timo Steinmetz mp Dorotea-E. Re  bmann mp
Austrian Certified Public Accountant Austrian Certified Public Accountant

This report is a translation of the original report in German, which is solely valid. Publication and sharing with third parties of the consolidated financial statements together with our auditor’s opinion is only allowed if the financial
statements and the management report are identical with the German audited version. This audit opinion is only applicable to the German and complete financial statements with the management report. For deviating versions,
the provisions of Section 281 (2) UGB apply.
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VI. Statements of all members of the management boa rd

We confirm to the best of our knowledge that thgasate financial statements give a true and fawwf the assets, liabilities, financial
position and profit or loss of the parent compasiyejuired by the applicable accounting standandglaat the management report gives
a true and fair view of the development and pertoroe of the business and the position of the cogppgagether with a description of
the principal risks and uncertainties the compautgs.

Vienna, 28 February 2019

Management board

Andreas Treichl mp Peter Bosek mp
Chairman Member

Petr Bravek mp Willibald Cernko mp
Member Member

Gernot Mittendorfer mp Jozef Sikela mp
Member Member
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