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> Disclaimer

Cautionary note regarding forward-looking statements
THE INFORMATION CONTAINED IN THIS DOCUMENT HAS NOT BEEN INDEPENDENTLY VERIFIED AND NO 
REPRESENTATION OR WARRANTY EXPRESSED OR IMPLIED IS MADE AS TO, AND NO RELIANCE SHOULD BE 
PLACED ON, THE FAIRNESS, ACCURACY, COMPLETENESS OR CORRECTNESS OF THIS INFORMATION OR 
OPINIONS CONTAINED HEREIN.

CERTAIN STATEMENTS CONTAINED IN THIS DOCUMENT MAY BE STATEMENTS OF FUTURE EXPECTATIONS 
AND OTHER FORWARD-LOOKING STATEMENTS THAT ARE BASED ON MANAGEMENT’S CURRENT VIEWS AND 
ASSUMPTIONS AND INVOLVE KNOWN AND UNKNOWN RISKS AND UNCERTAINTIES THAT COULD CAUSE 
ACTUAL RESULTS, PERFORMANCE OR EVENTS TO DIFFER MATERIALLY FROM THOSE EXPRESSED OR 
IMPLIED IN SUCH STATEMENTS.

NONE OF ERSTE BANK OR ANY OF ITS AFFILIATES, ADVISORS OR REPRESENTATIVES SHALL HAVE ANY 
LIABILITY WHATSOEVER (IN NEGLIGENCE OR OTHERWISE) FOR ANY LOSS HOWSOEVER ARISING FROM ANY 
USE OF THIS DOCUMENT OR ITS CONTENT OR OTHERWISE ARISING IN CONNECTION WITH THIS DOCUMENT.

THIS DOCUMENT DOES NOT CONSTITUTE AN OFFER OR INVITATION TO PURCHASE OR SUBSCRIBE FOR ANY 
SHARES AND NEITHER IT NOR ANY PART OF IT SHALL FORM THE BASIS OF OR BE RELIED UPON IN 
CONNECTION WITH ANY CONTRACT OR COMMITMENT WHATSOEVER.

STATEMENTS REGARDING ANY CONTRIBUTION OF BCR TO ERSTE BANK STRATEGY AND RESULTS ARE 
SUBJECT TO COMPLETION OF THE ACQUISITION OF 61.88% OF BCR BY ERSTE BANK.  COMPLETION IS 
CURRENTLY EXPECTED IN OCTOBER 2006 SUBJECT TO A POSITIVE DECISION OF THE CONSTITUTIONAL 
COURT IN ROMANIA.
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> The story so far – rapid economic progress

Source for all charts: Eurostat, National Bank of Romania

…a vastly improved inflationary environment. 
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> The story so far – booming banking market (1)

While FX loans decline in importance...
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Asset growth hits the accelerator in 2004... 

13.6 15.0
23.2

35.4
41.131.6% 31.2%

37.1%
45.4% 44.5%

0

10

20

30

40

50

2002 2003 2004 2005 H1 06

in
 E

U
R

 b
ill

io
n

0%

10%

20%

30%

40%

50%

Total assets Total assets/GDP

...driven by loan growth.
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...retail loans explode onto the scene.
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> The story so far – booming banking market (2)

Increased usage in alternative channels...
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Banks are getting closer to their clients... 
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…by efficiently using staff 

49.5 52.4 56.4

16.3 14.9 14.0

0
10
20
30
40
50
60

2004 2005 07/2006

in
 th

ou
sa

nd

0

5

10

15

20

Employees Employees/branch



7
4th CMD – Bucharest
9 October 2006

Banca Comercială Română –
Shifting into higher gear

> The story so far – BCR’s road to success

Roots in corporate banking and foreign trade financing
» In 1991 BCR took over corporate banking activities from National Bank of Romania (NBR)
» In 1999 Romania’s foreign trade bank was merged into BCR
» Corporate client base continually expanded, and today covers a good mix of large corporates

and SMEs

More focus on retail banking from 2000
» Share of retail loans increased to 40% of total loans (08/06) from only 3% in 2000
» Full retail portfolio: current/savings accounts, bank cards, consumer and mortgage loans

Transfer of 
corporate banking 
activities of NBR 
to BCR. BCR has 
5,300 employees, 

100 branches.

BCR concludes first 
foreign financing 

agreement. BCR has 250 
correspondent banks.

Merger of 
Bancorex into 
BCR, including 

takeover of 
foreign 

subsidiaries.

BCR first to 
transact T-bills 
on secondary 
market. First 

rating from Fitch.

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

BCR grants first 
mortgage loan. 

Asset management 
business.

Launch of life 
insurance 

business. Sale of 
majority stake to 

Erste Bank.

Market entry –
Moldova. 

Membership 
Factors Chain 
International.

Start of leasing, 
securities and 

insurance 
operations.

Revamp of retail 
business. Sale of 
minority stake to 

EBRD, IFC.

BCR opens 
400th branch; is 
market leader in 

nearly all 
operating 
segments.

BCR becomes EU-
funds distributor.

BCR starts 
granting loans to 

individuals. 
Principal    

member of VISA.

EUROPAY 
membership. 

First debit card 
issued. 

First ATM 
transaction. 

First syndicated 
loan extended 

to BCR on 
medium term

BCR first to issue 
non-govt. bonds in 

Romania. 
Rating by Moody‘s 

and S&P.

Increased focus on 
retail: opening 
smaller outlets. 

8% of shares sold to 
employees.
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> The story so far – BCR today

Correspondent
banking

Following Bancorex
takeover, No.1 in this 

segment

Securities
trading

Member of BSE and 
RASDAQ

Leasing Insurance
(life, non-life)

Asset
management

Market leader with 
21% market share

Corporate
banking

46% large corporates,
49% SME, 5% munis

Retail banking
446 branches

8,029 POS
1,219 ATMs

Economic backbone

BCR University

Flagship 
business

Innovative 
products

3.2m clients

Growth 
multiplier

13,000 
employees
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> The story so far – undisputed market leadership

Excellent brand
» Good reputation, recognised brand
» Large branch network: 446 (08/06)

No. 1 in all key segments
» No. 1 in retail and corporate banking
» Leading issuer of bank cards – 24% share
» 8,029 POS, 1,219 ATMs, 1,644 merchants

Leader in managing foreign-
financed programmes

» Infrastructure development projects
» Funded by international organisations, eg

IBRD, EBRD, EIB and governments
» Total volume (1992 – 2005): EUR 3.7bn
» Current pipeline: EUR 2.7bn

Competitive market environment
» Most banks are owned by foreign entities
» All CEE players are present: SG, 

Raiffeisen, Unicredit, ING, Alpha Bank & 
ABN Amro

BCR product market shares (H1 06)

27.6% 27.1% 29.7%
23.8%

32.4%
27.1%

0%

10%

20%

30%

40%

50%

Corporate Retail Consumer Mortgage Corporate Retail

Loans Deposits

Total asset market shares in Romania (H1 06)

15.4%

7.9%
5.6% 4.3%

25.5%

0%

5%

10%

15%

20%

25%

30%

BCR BRD Raiffeisen ING BT

Source for all charts: National Bank of Romania, BCR



10
4th CMD – Bucharest
9 October 2006

Banca Comercială Română –
Shifting into higher gear

> Agenda

The story so far
» Rapid economic progress
» Booming banking market
» Undisputed market leadership

Business plan & integration
» Key (baseline) financials
» Major planning assumptions
» Integration measures

Realising the potential
» Continued economic catch-up
» EU integration as of 2007
» Emerging retail banking

Guidance & financial targets

Key messages



11
4th CMD – Bucharest
9 October 2006

Banca Comercială Română –
Shifting into higher gear

> Income statement (IFRS, consolidated)*

Strong net interest income and muted cost growth lift profitability

*) Figures for 2005 are proforma, calculated on a pro rata basis.
Return on equity is based on EUR figures.
Figures are  before restructuring provisions.

EUR m 1-8 2006 1-8 2005 %-change
Net interest income 321.2 246.0 30.6
Risk provisions for loans and advances (14.6) (24.1) (39.4)
Net commission income 92.2 113.5 (18.8)
Net trading result 48.9 39.1 25.3
General administrative expenses (243.0) (226.8) 7.1
Result from insurance business 6.0 5.0 19.2
Other operating result (0.7) (13.1) (94.4)
Pre-tax profit 210.0 139.5 50.5
Taxes on income (29.8) (19.8) 50.5
Minority interests (2.4) (1.3) 82.6
Net profit after minority interests 177.8 118.4 50.2

Operating income 468.3 403.6 16.0
Operating expenses (243.0) (226.8) 7.1
Operating result 225.3 176.7 27.5

Cost/income ratio 51.9% 56.2%
ROE 23.9% 17.9%
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> Balance sheet – assets (IFRS, consolidated)*

Retail and corporate customer loans drive asset growth

*) Risk-weighted assets pursuant to Austrian Banking Act.

2005 figures are restated.

EUR m 08/2006 2005 %-change
Cash and balances with central banks 2,991 1,922 55.6
Loans and advances to credit institutions 783 1,054 (25.7)
Loans and advances to customers 6,671 4,552 46.6
Risk provisions for loans and advances (193) (158) 22.4
Trading assets 0 0 —
AfS and assets through profit and loss 472 1,235 (61.8)
Financial investments 53 55 (3.1)
Intangible assets 37 39 (3.6)
Tangible assets 488 473 3.1
Other assets 222 135 63.9
Total assets 11,523 9,307 23.8

Risk-weighted assets 8,409 6,341 32.6
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> Balance sheet – liabilities (IFRS, consolidated)*

Asset growth was supported by funds from the inter-bank market

*) Tier 1 data pursuant to Austrian Banking Act.

2005 figures are restated.

EUR m 08/2006 2005 %-change
Amounts owed to credit institutions 2,738 1,562 75.3
Amounts owed to customers 6,129 5,315 15.3
Debts evidenced by certificates 1,132 1,160 -2.5
Provisions 79 66 19.3
Other liabilities 262 135 94.0
Subordinated capital 0 0 —
Total equity 1,183 1,069 10.7
Shareholders' equity 1,174 1,061 10.6
Minority interests 9 7 20.0

Total Liabilities 11,523 9,307 23.8

Tier 1 capital 1,002 966
Tier 1 ratio = solvency ratio 11.9% 15.2%
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> Balanced loan book – strong loan growth (IFRS data)

Loan stock vs loan growth

1.6
2.0

2.9

4.1

0.6 0.9
1.7

2.6
28%

49%
39% (ytd)

0

1

2

3

4

5

2003 2004 2005 08/2006

in
 E

U
R

 b
ill

io
n

0%

10%

20%

30%

40%

50%

Corporate loans Retail loans Customer loan growth

Strong track record of loan growth
» Retail is fastest growing segment of loan 

book
» 2005: +86%; 08/2006: +42% vs YE 2005

» Corporate loan growth (inc public sector) 
driven by capex loans 

» 2005: +33%; 08/2006: +38% vs YE 2005
» Limited and decreasing exposure to state-

owned enterprises: 
» YE 2005: 12%; 08/2006: 7% 

Loan book by sector (08/06)
Total size: EUR 6.7bn

Corporate
54%

Retail
39%

Public sector
7%

Corporate loan book by segment (08/06)
Total size: EUR 4.1bn

Large corps
46%

SME
49%

Municipalities
5%



15
4th CMD – Bucharest
9 October 2006

Banca Comercială Română –
Shifting into higher gear

> Asset quality (IFRS data)

Well-balanced exposure
» No single client exceeds 10% of exposure, 

good diversification in corporate portfolio
» Total exposure exceeds loan book due to 

contingent liabilities (guarantees, credit 
limits, commitments, etc)

Improving asset quality
» NPL ratio stands at 2%
» Efficient work-out procedures yield high 

recovery ratios
» High proportion of “management 

attention” loans is explained by NBR 
regulations, which require retail FX loans 
to be allocated to this category

NPLs fully covered
» Coverage ratio = 100% (inc collateral)

Credit risk by sector (H1 06)
Total exposure: EUR 8.5bn

Corporate
64%

Retail
28%

Government
8%

Credit risk by risk class (H1 06)
Total exposure: EUR 8.5bn

Low risk
52%

Substandard
4%

Management 
attention

42%

Non-
performing

2%
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> Business plan cornerstones – market assumptions

Major economic assumptions
» GDP growth in line with previous years
» EU accession: 2008, ERM II: 2013
» Euro entry in 2015

Price and interest rate assumptions
» Gradual continuation of disinflation trend
» Interest rates follow inflation development
» Slight RON appreciation expected

Asset-side assumptions
» Assets to grow ahead of GDP
» Loans expected to be major growth driver
» Retail, mortgage loans growing fastest
» Gradual easing of lending restrictions

» Reserve on RON liabilities: 20% → 14%
» Reserve on FX liabilities: 40% → 25%

Liability-side assumptions
» Solid, double-digit deposit growth

Overall economy 2005 2009

Real GDP growth (ave) 5.7%

GDP deflator 12.0%

9.8%

3.62

3.68

4.0%

3m BUBOR 5.0%

RON/EUR (ave) 3.40

RON/EUR (eop) 3.40

Banking market 2005 – 2009 CAGR

Mortgage loans 65%-70%

Total assets 20%-25%

Corporate loans 25%-30%

Retail loans 45%-50%

Consumer loans 40%-45%

Corp/retail deposits 16%-20%
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> Business plan cornerstones – bank assumptions*

Income statement 2006 – 2009 CAGR

Operating result 30%-35%

Net interest income 25%-30%

Net commission income 15%-20%

Net profit >40%

Balance sheet 08/06 
(EURm)

2006 – 2009 
CAGR

11,523

6,671

2,570

4,100

8,409

6,129

Risk-weighted assets 30%-35%

Total assets 20%-25%

Total loans 30%-35%

Retail loans 45%-50%

Corporate loans* 25%-30%

Total deposits 15%-20%

*) All data relate to the bank only, ie exclude asset management, leasing and insurance operation contributions. Corporate loans include public sector.

Net interest income drivers
» Shift in asset mix towards higher-yield 

retail segment (consumer, mortgage loans)
» Gradually declining net interest margin 

compensated by change in asset mix
(H1 06 margin:  6.7%)

Net commission income drivers
» Payment transaction volume growth
» Fees from lending business
» Higher card utilisation rates, supported by 

expansion of ATM, POS networks

Tight cost control
» Main cost drivers are rent and marketing 

expenses, with personnel expenses 
growing in line with inflation

Pronounced loan growth
» Marginally ahead of market growth
» Strong growth in customer loans leads to 

higher risk-weighted asset growth
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> Business plan cornerstones – further assumptions

Branch network expansion
» Currently most branches are owned
» Between 2005 and 2009 nearly 200 new 

branches will be opened in rented facilities
» Focus: capital and provincial centres

Office space reorganisation
» Substantial like-for-like decline in space
» Overall, decline in office space partly 

compensated by strong network expansion

Employee restructuring
» Centralisation of back office functions and 

restructuring of regional offices
» Expansion of front-office staff
» Extensive retraining measures

Enhanced distribution capabilities
» Continued rollout of POS terminals; wider 

cooperation with merchants
» Doubling of ATM network

Operating data 2005 2009

# of branches 372 560

ATM network

POS network 5,574 31,570

1,013 2,215
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> Integration & Development Programme

IDP comprises pre-closing and post-closing integration projects
» IDP covers all key areas of the business

» Retail and corporate banking
» Risk management, including Basel II
» Operations, eg controlling, accounting, reporting, process reengineering
» Back office functions, eg HR, IT, procurement, marketing and communications

» IDP executed by joint project teams
» Teams include members from BCR and Erste Bank, plus consultancy support
» Senior managers from BCR and Erste Bank sponsor each project

» Strategic decision to start early-bird projects yields quick wins
» Erste Bank IFRS reporting package implemented; preferred advertising agency appointed

» Programme to be completed by mid-2008

Timing 2006 2007

Key project types 7 8 9 10 11 12 1 2 3 4 5 6 7 8 9 10 11 12

Pre-closing projects

Post-closing projects

Pre-closing launch of key projects

Post-closing launch of remaining projects
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> Integration – examples of key early-bird projects

Project Primary scope and objectives

Treasury
• Streamline treasury organisation and processes and strengthen active sales approach 

• Align BCR Treasury to the EB standards in ALM including FTP methodologies 

• Align risk measurement and management (market and credit limit risk) with Erste Bank standards

Basel II
• Implement Basel II Erste Bank rules and ensure BCR´s compliance with Basel II rules in credit risk and 

operational risk

• Implement the specifications of pillars 1, 2 and 3 of the Basel II Accord together with the national 
supervisory regulations

Accounting/SAP

• Centralise accounting processes and organisation to free up capacity for core business

• Eliminate regional approaches and practices

• Separate accounting activities from controlling and back office ones

• Implement new accounting tool

Reporting
• Introduce EB IFRS reporting packages and new reports 

• Streamline and centralise statutory reporting

• Analyse and streamline other accounting related reports

Risk management
• Align BCR risk management practices to EB practices 

• Unify all risk management functions under one functional line

• Increase efficiency in supporting the business lines by flexible and efficient work organisation

Controlling
• Establish an improved RAS/IFRS budgeting process, aligned with EB requirements 

• Develop the concept for the controlling organisation

• Improve the support for the business lines 
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> Continued economic catch-up

Romania will follow the beaten track
» Faster GDP growth than in developing CEE
» Increased price stability
» Continued interest rate convergence

Early EU entry highly beneficial
» Key convergence and growth driver
» EUR 30bn of EU funding over next 6 years
» Benefits for less developed, rural areas

Source for charts: national banks, Eurostat

GDP/capita in CEE
Comparison of economic growth patterns in CEE over corresponding periods
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> Romania joins the EU on 1 January 2007

European Commission establishes progress in key areas
» Further progress with macroeconomic stabilisation and economic reform which should enable 

Romania to cope with competitive pressure and market forces within the Union
» General government budget exhibited a surplus for the first 6 months of 2006
» Disinflation process continued
» Real wage growth largely covered by productivity growth
» Total amount of tax arrears fell
» Some progress in implementing the privatisation programme

» Progress in the reform of the justice system
» Strengthening its administrative capacity
» Further efforts are needed to ensure a more consistent interpretation and application of the law in 

order to create legal certainty 

» Progress in fighting corruption
» Once an effective Integrity Agency has been established there is a need to ensure stability in the 

legal and institutional anti-corruption framework

» Progress in public administration reform
» Key laws were adopted by Parliament in July 2006
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> Immediate EU benefits – prospects in foreign funding

National Development Programme (NDP) 2007-2013

Funds 25,287 28,276 5,110 58,673

% NDP 43% 48% 9% 100%

Rural development EUR 15.2 billion 25.9%

Road infrastructure EUR 14.6 billion 24.9%

Regional development EUR 9.3 billion 15.9%

Human resources EUR 7.6 billion 12.9%

Priorities for 2007 - 2013

EU integration offers significant opportunities through 
investments in post-accession period

Source EU Romania Private Total
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> Emerging retail banking market

Retail banking has just started
» Retail loan penetration = 9.7% (H1 06)
» Bank cards per capita = 0.4
» Tremendous potential in mortgages

FX restrictions will not impact growth
» Convergence will make RON products more 

competitive and attractive
» FX loans limited to 3 x equity – room left
» Min reserve requirements manageable

Source for charts: European Central Bank, national banks, Eurostat. Ukraine 
data: retail loans = loans to natural persons, retail mortgage penetration = est.

Retail loan penetration in CEE
Comparison of retail growth patterns in CEE over corresponding periods

8.6%

18.8%
23.8%

34.6%

7.4%

19.9%

0%

10%

20%

30%

40%

50%

2002 2006e 2002 2006e 2005 2009e

Hungary Croatia Romania

Retail mortgage penetration (H1 06)

37.1%

10.2% 10.8%
8.4%

12.8%

1.8% 1.6%1.9%
0%
5%

10%
15%
20%
25%
30%
35%
40%

Eurozone Czech R Hungary Slovakia Croatia Romania Serbia Ukraine

Emerging 
transformation

economies

Developing 
transformation 

economies

Retail loans/capita (H1 06)

13.9

1.6 1.5 1.0
2.7

0.3 0.20.4
0
2
4
6
8

10
12
14
16

Eurozone Czech R Hungary Slovakia Croatia Romania Serbia Ukraine

in
 E

U
R

 th
ou

sa
nd

Emerging 
transformation

economies

Developing 
transformation 

economies



26
4th CMD – Bucharest
9 October 2006

Banca Comercială Română –
Shifting into higher gear

> Agenda

The story so far
» Rapid economic progress
» Booming banking market
» Undisputed market leadership

Business plan & integration
» Key (baseline) financials
» Major planning assumptions
» Integration measures

Realising the potential
» Continued economic catch-up
» EU integration as of 2007
» Emerging retail banking

Guidance & financial targets

Key messages
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> Integration cost guidance

» Currently identified 
integration cost of at 
least EUR 90m 

» Largely in 2006 

Integration costs

Initial guidance

Capital 
expenditures

Additional 
risk

provisions1

Other 
NAV adjustments1

» Mostly relating to:
» Consulting
» Training
» Severance

Purpose

» Approx. EUR 100m 
» Over next three years

» Mostly relating to:
» Investments in IT 
» Optimisation of branch network 

» Approx. EUR 100m 
» In 2006 

» Mostly relating to:
» Migration risks
» Revaluation of collaterals
» Bringing risk management in 

line with group standards
» Approx. EUR 100m
» In 2006 

» EUR 90-100m
» Mainly expensed as 

costs arise; spread 
over next 3 years

Revised guidance

» EUR 120m
» Over next three years

» Max EUR 100m 
» In 2006 (upon 

closing)

1) No group P&L impact, as booked against equity on first-time consolidation.

» Not required
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New guidance for 2006
» Net profit expected to be about EUR 250m
» Cost/income ratio ≤ 53% 
» Return on equity above 23%

Outlook 2006 – 2009
» Net profit expected to grow above 40% 

(CAGR 2006-2009)
» 2009 Return on equity to be above 35% -

based on a 9% Tier 1 ratio
» Cost/income ratio expected to be about  

40% in 2009
» Return on investment to exceed 10% 

(excluding funding costs)

> Financial targets – BCR (local group basis, IFRS)

BCR return on equity guidance

>23%

>35% on Tier 1 of  9%

2006 Forecast 2009 Target

BCR cost/income ratio guidance

≤ 53%

~40%

2006 Forecast 2009 Target
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> Agenda

The story so far
» Rapid economic progress
» Booming banking market
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All elements are in place
» Economic and political convergence
» Experienced, well balanced management team
» Ideal market position: largest customer base, most respected brand

Further positives
» Competitive, but shareholder-oriented market structure
» Familiar competitive environment
» Romania to benefit from EU membership from much earlier stage of development

BCR guidance upped significantly
» Return on investment to surpass 10% in 2009
» Cost/income ratio to improve to about 40% in 2009
» Return on equity to top 35% in 2009

Eminently achievable targets
» Business plan assumptions are in line with historic experience in other CEE countries
» BCR is expected to deliver a 3-year net profit CAGR of above 40% (2006 – 2009)
» By comparison, Erste Bank has achieved a 3-year net profit CAGR of 41% (2002 – 2005)

> Key messages
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