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Key Financial and Operating Data *

EUR million (unless otherwise stated) 2006 2007 2008 2009 2010
Balance sheet
Total assets 181,703 200,519 201,441 201,710 205,938
Loans and advances to credit institutions 16,616 14,937 14,344 13,140 12,496
Loans and advances to customers 97,107 113,956 126,185 129,134 132,729
Risk provisions for loans and advances -3,133 -3,296 -3,783 -4,954 -6,119
Securities, other financial assets 41,009 42,404 39,238 40,298 39,957
Other assets 30,104 32,518 25,457 24,092 26,875
Total liabilities and equity 181,703 200,519 201,441 201,710 205,938
Deposits by banks 37,688 35,165 34,672 26,295 20,154
Customer accounts 90,849 100,116 109,305 112,042 117,016
Debts securities in issue, subordinated capital 27,024 36,667 36,530 35,760 37,136
Other liabilities, provisions 15,238 17,168 9,839 11,490 14,503
Equity attributable to non-controlling interests 2,925 2,951 3,016 3,414 3,544
Equity attributable to owners of the parent 7,979 8,452 8,079 12,709 13,585
Changes in total qualifying capital
Risk-weighted assets pursuant
to section 22 Austrian Banking Act 94,129 95,091 103,663 106,383 103,950
Qualifying consolidated capital
pursuant to sections 23 & 34 Austrian Banking Act 10,111 11,114 11,758 15,772 16,220
Core capital (Tier 1) 6,185 6,674 7,448 11,450 12,219
Hybrid capital 1,250 1,248 1,256 1,174 1,200
Solvency ratio pursuant
to section 22 Austrian Banking Act 10.2% 10.1% 9.8% 12.7% 13.5%
Tier 1 ratio (credit risk) 6.6% 7.0% 7.2% 10.8% 11.8%
Income statement
Net interest income 3,189.3 3,945.8 4,913.1 5,220.9 5,412.5
Risk provisions for loans and advances -439.1 -454.7 -1,071.4 -2,056.6 -2,031.2
Net commission income 1,445.9 1,857.9 1,971.1 1,772.8 1,936.0
Net trading result 277.9 351.1 114.7 585.1 456.2
General administrative expenses -2,945.3 -3,642.1 -4,001.9 -3,807.4 -3,816.8
Operating result 1,967.8 2,512.7 2,997.0 3,771.4 3,987.9
Pre-tax profit 1,486.4 1,892.6 576.2 1,261.3 1,515.1
Net profit after minorities 932.2 1,174.7 859.6 903.4 1,015.4
Operating data
Number of employees 50,164 52,442 52,648 50,488 50,272
Number of branches 2,721 2,908 3,147 3,205 3,204
Number of customers (million) 15.9 16.4 17.2 175 17.4
Share price and key ratios
High (EUR) 59.00 61.50 49.20 31.15 35.59
Low (EUR) 40.40 44.00 13.25 7.00 25.10
Closing price (EUR) 58.10 48.50 16.20 26.06 35.14
Price/earnings ratio 19.7 13.1 6.0 10.9 13.1
Dividend per share (EUR) 0.65 0.75 0.65 0.65 0.70
Payout ratio 22.0% 20.2% 24.0% 27.2% 26.1%
Dividend yield 1.1% 1.5% 4.0% 2.5% 2.0%
Book value per share (EUR) 25.6 27.0 25.8 28.9 31.2
Price/book ratio 2.3 1.8 0.6 0.9 1.1
Total shareholder return (TSR) 24.7% -15.4% -65.1% 64.9% 37.3%
Number of shares
Number of shares outstanding 315,296,185 316,288,945 317,012,763 377,925,086 378,176,721
Average number of shares outstanding 300,272,502 312,039,861 313,218,568 322,206,516 374,695,868
Market capitalisation (EUR billion) 18.3 15.3 51 9.8 13.3
Trading volume (EUR billion) 16.8 23.1 29.4 13.3 15.3

*) The term “net profit after minorities” corresponds to the term “net profit attributable to owners of the parent”.
Due to reclassifications, the positions trading assets/liabilities, derivative financial instruments and other assets/liabilities deviate from amounts published in the financial statements for the year 2009 (see chapter C on

accounting policies).
Dividend quoted for 2010 is proposal to annual general meeting.

Shares outstanding include Erste Group shares held by savings banks that are members of the Haftungsverbund (cross-guarantee system).

Trading volume as reported by Vienna Stock Exchange.



Highlights

Continued revenue growth
_ Stable margins underpin solid net interest income
_ Fastrising fee income

Excellent cost performance
_ Operating expenses stable year-on-year
_ Cost/income ratio at best ever level of 48.9%

Trend reversal in risk provisions
_ First year-on-year decline since 2004
_ Excellent development in Austria

NPL growth decelerates significantly
_ NPL ratio rises to 7.6% at year-end 2010
_ NPL coverage improves to 60.0% in 2010

Improved funding and liquidity position
_ Strong deposit base is key competitive advantage
_ Successful covered bond issuance

Further improvement in capital ratios
_ Coretier 1ratio at record 9.2% at year-end
_ Strong earnings generation, while RWAs decline

Table of Contents

2 Letter from the CEO
4 Management Board
6 Supervisory Board Report
7 Corporate Governance
(including Corporate Governance Report)
20 Corporate Social Responsibility
30 Erste Group Share
33 Strategy
38 Management Report
49 Segments
49 Introduction
50 Retail & SME
71 Group Corporate & Investment Banking (GCIB)
74 Group Markets (GM)
75 Corporate Center (CC)
77 Consolidated Financial Statements
186 Statement of all Management Board Members

187 Glossary

189 Addresses and Imprint




Letter from the CEO

Dear shareholders,

in 2010, Erste Group increased net profit by 12.4%to EUR 1,015.4
million — the second best net profit in our history and the highest
since 2007 —thanksto astrong operating result and lower risk costs.
This achievement was supported by the gradual economic recovery
on the one hand and by strong improvementsin operating efficiency
on the other. While abetter operating environment underpinned the
stabilisation in risk costs as well as the rise in operating income,
cost containment also played akey rolein pushing the cost/income
ratiotoitslowest ever level at 48.9%. Overall, accelerating internal
capital generation led to significantly enhanced capital ratios, with
the core tier 1 ratio reaching 9.2% in 2010. At the same time, our
funding profile improved further: short-term funding needs de-
clined, whilelong-term, covered bond issuancerose. In short, Erste
Group improved all aspects of its business, becoming a stronger
banking group as aresult. In line with this solid performance, the
management of Erste Group will propose an increased dividend of
EUR 0.70 (2009: EUR 0,65) to the annual general meeting.

CEE benefits from positive differentiation

Sentiment towards Central and Eastern Europe improved signifi-
cantly in 2010. Thiswas not only driven by the economic recovery,
but also by the realisation that most CEE countries have substan-
tidly better growth prospects and much more sustainable public
finances than their peers in the eurozone periphery. It became in-
creasingly evident that they benefit from lower levels of public and
private debt, they are more competitive dueto their strongindustrial
base and export orientation and offer amore favourabl e investment
climate in terms of taxation and proximity to West European con-
sumer markets. As aresult, funding costs as well as credit default
spreadsfor many countriesin the region declined to an extent where
they could issue debt at cheaper levels than better-rated euro zone
member states.

Nevertheless, the economic development was far from balanced in
the region. Austria, the Czech Republic, Slovakia and Hungary
benefited from strongly increased export demand and all posted real
economic growth in 2010. Given their lower degree of openness,
Croatia and Romania lagged this development, but also saw a
marked slowdown in the economic decline. Inall countries, with the
exception of Austria, private consumption remained weak in the
past year. This and generally low levels of inflation across the re-
gion enabled central banks to reduce interest rates to historic lows.

While expansive monetary policies provided support for the still
fragilerecovery, they did not kick-start the banking market. Demand
for loans remained muted and was mostly focused on secured busi-
ness rather than consumer loans. The most unpleasant devel opment
in relation to our markets was the introduction of banking taxesin
Hungary and Austria, inthe former as of 2010 and in the latter as of
2011. Thismovewasall the more unfortunate asit neither sought to
discourage risk taking nor to create a backstop for future crises, but
was simply aimed at supplementing the budget by generating addi-
tional revenues.

Operating efficiency improves while risk costs fall
While new taxes, not earmarked for any specific use, were among
the negatives for 2010, continued operating excellence, the first
year-on-year declinein risk costs since 2004 and a strong perform-
ance in Slovakia were among the positives. The remarkable im-
provement in operating efficiency wasreflected in the fact that risk
costs more than quadrupled since 2007, while net profit declined
only marginally over the sametime.

The solid operating performance resulted from continued revenue
growth on the one hand and stable operating expenses on the other.
Revenues were driven primarily by arisein net interest income on
the back of stable margins and a small increase in customer loans,
and strongly growing fee income, while the net trading result fell
back from the record level of 2009, as expected. On the cost side,
slight increasesin personnel and depreci ation expenseswere almost
fully offset by adeclinein other administrative expenses.

Within our core markets, the Slovak retail and SME business
showed the most promising performance: operating as well as net
profit grew significantly on the back of the restructuring measures
implemented in 2009. The decline in risk costs was mainly due to
the economic recovery. Similarly, the Austrian and Czech retail and
SME business posted growing operating and net profit. While in
Hungary operating profit also grew, this positive development was
more than offset by the introduction of the banking tax, which was
the main reason behind the negative bottom line result. The Roma-
nian retail and SME business continued to suffer from avery weak
operating environment, as unemployment rose, private consumption
declined and public sector wages were cut. Nevertheless, some
green shoots became visiblein the fourth quarter of 2010, whenreal
GDP posted marginal growth compared to the previous quarter.
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In line with the improving economic environment, credit quality
stabilised in the past year. While the NPL ratio based on customer
loans continued to rise — albeit at a slowing pace — to 7.6%, risk
costs declined to 155 basis points in relation to average customer
loans. At the sametime, NPL coverage by risk provisionsincreased
to 60.0%. Austria performed the best, with al customer segments
posting an absol ute declinein non-performing |l oans; thiswent hand
in hand with falling risk costs and rising NPL coverage. In Central
and Eastern Europe, the picture was mixed: while all countries
reported arisein non-performing loans, trend reversalswere seenin
all countries apart from Romaniaand Hungary in the second half of
2010. This improvement was also confirmed by the reopening of
secondary markets for defaulted loans. Across Central and Eastern
Europe the retail segment performed significantly better than the
SME and local corporate segment. This was particularly true for
Romania, where small and medium enterprises suffered due to
continued weakness of the economy. In contrast, the group-wide
large corporate business continued to do well, with amarginal in-
crease in non-performing loans year-on-year and a sequential im-
provement in the fourth quarter of 2010.

Funding & capital strength

2010 brought increasing, if not full clarity on bank capital require-
ments under the new Basel |1l regime: a common equity capital
ratio of 4.5% and a capital conservation buffer of 2.5% effective
from 2019 were set. Two of the openissuesin early 2011 remained
the size of any capital surcharge for systemically important banks
and the asymmetric treatment of minority capital. The latter is
mostly an issue in relation to our consolidation of the Austrian
savings banksbut will be addressed by seeking an exemption, which
recogni sesthe economic logic behind this cooperation. Should such
an exemption not be granted, we will seek a new form of coopera
tion with the savings banks. The systemic surcharge—if introduced
by the home supervising regulator — will be addressed through

internal capital generation. Irrespective of Basel |11, our capital base
continued to widenin 2010. At acoretier 1 ratio of 9.2% (excluding
state- and privately-owned participation capital: 7.7%), wefedl that
our capitalisation was more than commensurate with the require-
ments of our real economy-driven business model.

Erste Group’saccessto reasonably priced long-term funding and the
rapidly declining reliance on the interbank market remained a key
competitive advantage in 2010. On the long end we leveraged our
AAA-rated Austrian mortgage pool by issuing long-dated covered
bonds. In doing so, we extended the maturity profile of our debt and
substituted long- for short-term funding. On the short-end, our
interbank debt decreased significantly and was more than fully
covered by central bank eligible collateral, thereby providing full
protection against a breakdown of the interbank markets.

Positioned for growth

Our successful performance in 2010 was in no small part the
achievement of our employees, who continued to work hard to
improveclient service, increase efficiency and maintain sustainable
business practices. For this | would like to express my gratitude.
Looking into 2011 our assessment of the business environment
remains positive. Thisview is based on the expected improvement
in the CEE region’'s economic fundamentals, which are set to be
complemented by declining risk costs and a solid operating per-
formance, which will more than offset the increased taxation of
banksin Austriaand Hungary. Our leading market sharesand exten-
sive branch network will also support this trend, allowing us to
capture growth in our markets, asit arises.

Andreas Treichl mp



Management Board

from left to right:
Juranek, Spalt, Treichl, Wimmer, Skopek, Hochstrasser, Mittendorfer
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ANDREAS TREICHL

Appointed until June 2012

Born in 1952

He studied economics in Vienna. He started his career with Chase
Manhattan Bank in New York in 1977. He first joined Erste Group
in 1983 for three years; rejoined the bank in 1994, when he was
appointed member of the management board. Chairman of the
Management Board since July 1997.

Responsibilities: Chairman’s Office, Group Audit, Group
Communications, Group Human Resources, Group
Investor Relations, Group Marketing, Group Identity, Group
Secretariat, good.bee — banking for the unbanked, Health
Center

FRANZ HOCHSTRASSER

Appointed until June 2012

Born in 1963

He studied business administration in Graz. In 1992, he joined
GiroCredit Bank AG and after the merger with Erste Group in
1997 became member of the management board of the combined
entity in 1999. Appointed Deputy Chairman of the Management
Board in September 2008.

Responsibilities: Group Research, Group Balance Sheet
Management, Group Capital Markets

GERNOT MITTENDORFER

Appointed until June 2012

Born in 1964

He studied law in Linz and started his career with Erste Group
in 1990. After various positions as member of the management
board among others at Sparkasse Miihlvierte] West Bank AG he
was appointed CEO of Salzburger Sparkasse Bank AG. In 2007
he joined Cesk4 spofitelna as CEO. Member of the Management
Board at Erste Group Bank AG since January 2011.
Responsibilities: Group Real Estate & Leasing, Group
Investment Banking, Group Large Corporates
Banking, Local Corporate Banking, Corporate Support and
Operations, GCIB Portfolio Management

MANFRED WIMMER

Appointed until June 2012

Born in 1956

He studied law in Innsbruck. He started his career with Creditanstalt-
Bankverein, Vienna in 1982. He joined Erste Group in 1998. After
various senior management positions he was appointed interim
CEO of Banca Comerciala Romana. Member of the management
board as Chief Financial Officer and Chief Performance Officer
since September 2008.

Responsibilities: Group Accounting, Group Performance
Management, Management of Subsidiaries and Investments

BERNHARD SPALT

Appointed until June 2012

Born in 1968

He studied law in Vienna. He joined Erste Group in 1991 and after
various management positions in Austria and the Czech Republic
was appointed member of the management board in November
2006 as Chief Risk Officer.

Responsibilities: Group Strategic Risk Management,
Group Corporate Risk Management, Group Retail Risk
Management, Group Legal, Group Corporate Workout,
Group Compliance, Group Security Management

HERBERT JURANEK

Appointed until June 2012

Born in 1966

He joined Erste Group in 1999 after working for GiroCredit Bank
AG and Reuters Ges.m.b.H. Austria. Member of the management
board since July 2007.

Responsibilities: Group Organisation/IT, Group Operations/
Processing, Group Property Management

MARTIN SKOPEK

Appointed until June 2012

Born in 1967

A graduate of the University of Economics in Prague. Prior to
joining Erste Group in 1999, he worked at Komer¢ni banka. From
1999 to 2006 Retail Executive Vice-president at Ceskd spofitelna.
In 2010 he was appointed Executive Vice-president for Retail and
Private Banking at Banca Comerciald Romand. Member of the
Management Board at Erste Group Bank AG since July 2010.
Responsibilities: Group Retail Business Development,
Wealth Creation, Group Card Management



Supervisory Board Report

Dear shareholders,

We were informed promptly and comprehensively throughout the
financial year 2010 of the development of business and of the com-
pany by the management board in written aswell as oral reports at
regular meetings. This enabled us to comply with obligations im-
posed on us by law, the articles of association and the Corporate
Governance Code, and ascertain the proper conduct of business.

Financial statements, management report, proposal for
the appropriation of the profit, corporate governance
report

The financial statements (consisting of the balance sheet, income
statement and notes) and the management report as well as the
consolidated financial statementsand the group management report
for 2010 were audited by Sparkassen-Priifungsverband asthe statu-
tory auditor and also by the additionally appointed auditor Ernst &
Young Wirtschaftspriifungsgesellschaft m.b.H., which awarded the
financial statements an unqualified audit opinion. Ernst & Young
Wirtschaftsprifungsgesellschaft m.b.H. was al so appointed volun-
tary auditor for the Corporate Governance Report 2010. The audit
did not giveriseto any objections. Representatives of the two audi-
tors participated in the meeting of the supervisory board on the
financial statements and presented their comments on the audits
conducted.

Based on our own review, we hereby agree with the results of these
audits and with the management board’ s proposal for the appropria-
tion of the profit. We approved the financial statements prepared by
the management board, thereby adopting these pursuant to Article
96 par. 4 Austrian Stock Corporation Act. The management report,
consolidated financial statements, group management report and
corporate governance report have been acknowl edged and accepted.

Changes in board memberships

In March 2010, the supervisory board appointed Martin Skopek,
effective as of 1 July 2010 through 30 June 2012, as a member of
the management board of Erste Group Bank AG. Martin Skopek
heads the Division Group Retail Banking. Prior to his new role, he
had served asamember of the management board of Ceskaspotitel-
na and afterwards of Banca Comerciala Romana; at both banks he
was also responsible for retail banking.

On behalf of the supervisory board, | would like to express our deep
sorrow over the sudden and unexpected death of management board
member Johannes Leobacher on 14 October 2010. Johannes Leo-
bacher had been appointed to the management board of Erste Group
Bank AG as of 1 April 2009 and contributed significantly to the
performance of the bank during histenure, ashe had already donein
his previous function as Head of Group Capital Markets. Johannes
Leobacher was a highly regarded colleague who has made a differ-
ence. Henever forgot that banking isabusinessfor people by people.

The supervisory board appointed Gernot Mittendorfer as new man-
agement board member of Erste Group Bank AG effective as of
1 January 2011 through 30 June 2012. Gernot Mittendorfer acts as
Head of the Division Group Corporate & Investment Banking. Prior
to his new role, he was Chairman of the Board of Ceska spotitelna
For the supervisory board:

Heinz Kessler mp
President of the Supervisory Board

Vienna, March 2011
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Corporate Governance

Corporate Governance Report

of Erste Group Bank AG pursuant to Section 243b Austrian
Commercial Code and rules 60 et seq of the Austrian Code
of Corporate Governance as of 31 December 2010.

CODE OF CORPORATE GOVERNANCE

In Austria, the Code of Corporate Governance (CCG) prepared by
the Working Group for Corporate Governance under the leadership
of the Special Government Representative for the Capital Market
has been widely recognized since 1 October 2002. The codeis based
on voluntary self-imposed obligationsand itsrequirementsare more
stringent than thelegal requirementsfor stock corporations. Theaim
is to establish responsible corporate management and accounting
focused on long-term growth that regulatesall rightsand obligations
of al stakeholders — management, supervisory board, customers,
staff, shareholders and the public —aswell astheir relationsto each
other. The Austrian CCG has the objective of guaranteeing a high
degree of transparency for all stakeholders. The rules of the Code
are grouped into L rules, which contain the mandatory legal re-
quirements, and C rules, which permit a deviation but need to be
explained, as well as R rules, which permit a deviation without
requiring an explanation.

Thecurrent version of theAustrian CCG isavailable on thewebsite
of the Working Group at www.corporate-governance.at. This web-
site also includes an English translation of the Austrian Code of
Corporate Governance and the interpretations of the Working
Group.

COMMITMENT TO COMPLY WITH THE

RULES OF THE AUSTRIAN CCG

In February 2003, Erste Group Bank AG declared itscommitment to
comply with the rules of the Austrian Code of Corporate Govern-
ance with the objective of ensuring responsible and transparent
corporate governance.

In financial year 2010, Erste Group Bank AG complied with all L
rules (legal requirement) and R rules (recommendation). Thedevia-
tion from a “Comply or Explain” rule (C rules) is presented and
explained below.

QUALIFICATION AND COMPOSITION OF THE
SUPERVISORY BOARD 52 (C)

When appointing the supervisory board, the general meeting shall
take due care to ensure a balanced composition of the supervisory
board with respect to the structure and the business of the company
aswell asthe expertise and the personal qualifications of the super-
visory board members. The number of members on the supervisory
board (excluding employees’ representatives) shall be ten a most.

Due to the size of the company, the supervisory board of Erste
Group Bank AG (excluding employees’ representatives) consists of
12 members.

INFORMATION ON THE MANAGEMENT
BOARD PURSUANT TO SECTION 243B PAR.
2 AUSTRIAN COMMERCIAL CODE

Name, year of birth and date of initial appointment and end
of current period of office of each member of the
management board

Andreas Treichl (Chairman)

Born 1952

Member of the management board since 1 October 1994
End of the current period of office: 30 June 2012

Franz Hochstrasser (Vice Chairman)

Born 1963

Member of the management board since 1 January 1999
End of the current period of office: 30 June 2012

Herbert Juranek

Born 1966

Member of the management board since 1 July 2007
End of the current period of office: 30 June 2012

Johannes Leobacher t

1964 - 2010

Member of the management board from 1 April 2009
to 14 October 2010



Martin Skopek

Born 1967

Member of the management board since 1 July 2010
End of the current period of office: 30 June 2012

Bernhard Spalt

Born 1968

Member of the management board since 1 November 2006
End of the current period of office: 30 June 2012

Manfred Wimmer

Born 1956

Member of the management board since 1 September 2008
End of the current period of office: 30 June 2012

Gernot Mittendorfer

Born 1964

Member of the management board since 1 January 2011
End of the current period of office: 30 June 2012

Mandates on supervisory boards or similar functions in
other domestic or foreign companies not included in the
consolidated financial statements for each member of the
management board (C rule 16 Austrian CCG)

Andreas Treichl

DONAU Versicherung AG Vienna Insurance Group

(Vice Chairman)

MAK — Osterreichisches Museum fuir angewandte Kunst
(Chairman)

Osterreichische Galerie Belvedere

Sparkassen Versicherung AG Vienna Insurance Group (Chairman)

Franz Hochstrasser

CEESEG Aktiengesel I schaft

Oesterreichische Kontrollbank Aktiengesellschaft (Vice Chairman)
Wiener Borse AG

Herbert Juranek
None

Johannes Leobacher t
None

Martin Skopek
None

Bernhard Spalt
Osterreichische Clearingbank AG (Vice Chairman)

Manfred Wimmer
None

Gernot Mittendorfer (since 1 January 2011)
None

INFORMATION ON THE SUPERVISORY
BOARD PURSUANT TO SECTION 243B PAR.
2 AUSTRIAN COMMERCIAL CODE

Name, year of birth and date of initial appointment and end
of current period of office of each member of the
supervisory board

Heinz Kessler

General Director, ret.

Born 1938

Supervisory board member since 26 May 1998
End of the current period of officet AGM 2012

Georg Winckler

Born 1943

Rector of the University of Vienna

Professor of economic sciences at the University of Vienna
Supervisory board member since 27 April 1993

End of the current period of officet AGM 2015

Theresa Jordis

Born 1949

Attorney at law

Supervisory board member since 26 May 1998
End of the current period of office: AGM 2013

Bettina Breiteneder

Born 1970

Entrepreneur

Supervisory board member since 4 May 2004
End of the current period of office: AGM 2014

Elisabeth Gurtler

Born 1950

Entrepreneur

Supervisory board member since 26 May 1998
End of the current period of office: AGM 2015

Jan Homan

Born 1947

Chairman

Supervisory board member since 4 May 2004
End of the current period of office: AGM 2014

Brian D. O'Neill

Born 1953

Vice Chairman

Supervisory board member since 31 May 2007
End of the current period of office: AGM 2012

Juan Maria Nin Génova

Born 1953

President and CEO

Supervisory board member since 12 May 2009
End of the current period of office: AGM 2014
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Wilhelm Rasinger

Born 1948

Consultant

Supervisory board member since 11 May 2005
End of the current period of office: AGM 2015

Friedrich Rodler

Born 1950

Auditor and tax advisor

Supervisory board member since 4 May 2004
End of the current period of office: AGM 2014

John James Stack

Born 1946

President and CEO, ret.

Supervisory board member since 31 May 2007
End of the current period of office: AGM 2012

Werner Tessmar-Pfohl

Born 1942

Entrepreneur, ret.

Supervisory board member since 6 May 2008
End of the current period of office: AGM 2013

Delegated by the employees council

Markus Haag
Born 1980
Supervisory board member from 16 June to 17 Sept. 2010

Christian Havelka

Born 1966

Supervisory board member since 31 October 2001
End of the current period of office: until withdrawn

Andreas Lachs

Born 1964

Supervisory board member since 9 August 2008
End of the current period of office: until withdrawn

Friedrich Lackner

Born 1952

Supervisory board member since 24 April 2007
End of the current period of office: until withdrawn

Bertram Mach

Born 1951

Supervisory board member until 16 June and as of 17 Sept.2010
End of the current period of office: until withdrawn

Barbara Smrcka

Born 1969

Supervisory board member since 9 August 2008
End of the current period of office: until withdrawn

Karin Zeisel

Born 1961

Supervisory board member since 9 August 2008
End of the current period of office: until withdrawn

Chairman and Vice Chairpersons of the supervisory board
Heinz Kessler
Georg Winckler  1st Vice Chairman

Theresa Jordis 2nd Vice Chairwoman

Chairman

Membership in the committees of the supervisory board,
stating the function as chairperson (C rule 39 Austrian
CCG)

Listed by member

Heinz Kessler

Committee for Management Board Matters (Chair)
Construction Committee

Audit Committee (Chair)

Risk Management Committee

Strategy Committee (Chair)

Georg Winckler

Committee for Management Board Matters
Audit Committee

Risk Management Committee

Strategy Committee

Theresa Jordis

Committee for Management Board Matters
Audit Committee

Risk Management Committee

Strategy Committee

Bettina Breiteneder
Construction Committee (Chair)
Audit Committee (Substitute)
Risk Management Committee

Elisabeth Giirtler
Risk Management Committee (Substitute)

Jan Homan

Audit Committee

Risk Management Committee (Substitute)
Strategy Committee

Juan Maria Nin Génova
Strategy Committee

Wilhelm Rasinger

Audit Committee

Risk Management Committee
Strategy Committee (Substitute)



Friedrich Rodler Audit Committee

Audit Committee Heinz Kessler (Chair)
Construction Committee Georg Winckler
Risk Management Committee (Chair) Theresa Jordis
Strategy Committee Jan Homan
Wilhelm Rasinger
Werner Tessmar-Pfohl Friedrich Rodler
Construction Committee Bettina Breiteneder (Substitute)
Friedrich Lackner
Delegated by the employees council Barbara Smrcka
Christian Havelka
Markus Haag (from 16 June to 17 Sept. 2010) Andreas Lachs (Substitute)
Risk Management Committee
Strategy Committee Risk Management Committee
Friedrich Rodler (Chair)
Christian Havelka Heinz Kessler
Audit Committee Georg Winckler
Risk Management Committee (Substitute) Theresa Jordis
Strategy Committee Bettina Breiteneder
Wilhelm Rasinger
Andreas Lachs Elisabeth Girtler (Substitute)
Audit Committee (Substitute) Jan Homan (Substitute)
Risk Management Committee Andreas Lachs
Strategy Committee (Substitute) Bertram Mach (until 16 June and as of 17 Sept. 2010)
Markus Haag (from 16 June to 17 Sept. 2010)
Friedrich Lackner Karin Zeisel
Audit Committee Christian Havelka (Substitute)
Construction Committee
Strategy Committee Strategy Committee
Heinz Kesder (Chair)
Bertram Mach (until 16 June and as of 17 Sept. 2010) Georg Winckler
Risk Management Committee Theresa Jordis
Strategy Committee Jan Homan
Juan MariaNin Génova
Barbara Smrcka Friedrich Rodler
Audit Committee Wilhelm Rasinger (Substitute)
Construction Committee Friedrich Lackner
Christian Havelka
Karin Zeisel Bertram Mach (until 16 June and as of 17 Sept. 2010)
Risk Management Committee Markus Haag (from 16 June to 17 Sept. 2010)
Andreas Lachs (Substitute)

Listed by committee
Mandates in supervisory boards or similar functions in other

Committee for Management Board Matters foreign and domestic companies for each supervisory
Heinz Kessler (Chair) board member (listed companies are marked with “*”)
Georg Winckler
Theresa Jordis Heinz Kessler

Austria Versicherungsverein auf Gegenseitigkeit Privatstiftung
Construction Committee (Vice Chair)
Bettina Breiteneder (Chair) Ceska sporitelna, a.s. (Vice Chair)
Heinz Kessler DIE ERSTE 0Osterreichische Spar-Casse Privatstiftung
Friedrich Rodler Erste Bank der oesterreichischen Sparkassen AG (Vice Chair)
Werner Tessmar-Pfohl Nettingsdorfer Papierfabrik Management AG (Chair)
Friedrich Lackner Rath Aktiengesellschaft* (Chair)
Barbara Smrcka Reform-Werke Bauer & Co. Gesellschaft m.b.H. (Chair)
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Georg Winckler

Austria Versicherungsverein auf Gegenseitigkeit Privatstiftung
(Chair)

DIE ERSTE 0Osterreichische Spar-Casse Privatstiftung (Vice Chair)
Innovationszentrum Universitadt Wien GmbH

Steiermérkische Bank und Sparkassen Aktiengesellschaft

UNIQA Versicherungen AG* (Vice Chair)

Theresa Jordis

Miba Aktiengesellschaft* (Chair)

Mitterbauer Beteiligungs - Aktiengesellschaft (Chair)
Prinzhorn Holding GmbH (Chair)

Wolford Aktiengesellschaft* (Chair)

Austrian AirlinesAG*

Bettina Breiteneder
ZS Einkaufszentren Errichtungs- und Vermietungs-Aktiengesell-
schaft

Elisabeth Gurtler

ATP Planungs- und Beteiligungs-Aktiengesellschaft (Vice Chair)
Chokoladefabriken Lindt & Sprungli AG

Oesterreichische Nationalbank (General Council)

Osterreich Werbung

Osterreichische Hoteliervereinigung (Board of Directors)
Wiener Kongresszentrum Hofburg Betriebs GmbH

Jan Homan

Allianz Elementar Versicherungs-Aktiengesel | schaft
Alucommerz AG

Constantia Colmar Inc.

Brian D. O'Neill
Emigrant Bank (Dir.)
CorpBanca (Dir.)

Juan Maria Nin Génova

Academic Board, APD

Banco BPI, S.A.* (Portugal) (BoD)

Circulo Ecuestre (BoD)

Criteria Caixacorp, S.A.* (Deputy Chairman)

Gas Natural* (BoD)

Grupo Vidacaixa Grup, S.A. (Insurances)

Deusto University (BoD)

Deusto Business School (BoD)

Economic Group, Spain-China Forum

Esade Business School Foundation (Trustee)
Federaci6 Catalana de Caixes d' Estalvis (Secretary)
Federico Garcia Lorca Foundation (Trustee)

Repsol YPF* (BoD)

Grupo Financiero Inbursa, S A.B. DE C.V.* (BoD)
“laCaixa’ Foundation (Deputy Chairman)
Spain-India Council Foundation (Deputy Chairman)
Spain-United States Council Foundation

Wilhelm Rasinger

CEE Immobilien Development AG
Sparkassen Immobilien AG*
Wienerberger AG*

Friedrich Rodler
Erste Bank der oesterreichischen Sparkassen AG

John James Stack
Ally Financial Inc.*
ShoreBank International
Mutual of America*

Werner Tessmar-Pfohl

Sattler AG (Chair)

Steiermérkische Bank und Sparkassen Aktiengesellschaft (Chair)
Teufelberger Holding Aktiengesellschaft (Vice Chair)

Delegated by the employees council

Friedrich Lackner
DIE ERSTE o6sterreichische Spar-Casse Privatstiftung

Markus Haag
None

Christian Havelka
None

Andreas Lachs
None

Bertram Mach
None

Barbara Smrcka
None

Karin Zeisel
None

INDEPENDENCE CRITERIA DEFINED BY THE
SUPERVISORY BOARD (C RULE 53 OF THE
AUSTRIAN CCG)

The supervisory board of Erste Group Bank AG defined the guide-
lines set out in Annex 1 of the Austrian Code of Corporate Govern-
ance as independence criteria at its meeting of 15 March 2006.

Guidelines for Independence

A member of the supervisory board is deemed to be independent if
such person does not have any business or persona relations with
the company or its management board and these relations would
constitute a conflict of interest, and therefore, would be suited to
influence the behaviour of a member.
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_ The supervisory board member is not permitted to have
been a member of the management board or a managing
employee of the company or asubsidiary of the company
in the past five years.

The supervisory board member should not have any
business relations with the company or a subsidiary of
the company to an extent of significance for the supervi-
sory board member or in the past year. This shall also
apply to business relations with companies in which the
supervisory board member has a material economic in-
terest, but not for carrying out functions on the bodies of
the Group. The approval of individual transactions by the
supervisory board pursuant to L rule 48 does not auto-
matically qualify the respective supervisory board mem-
ber as not being independent.

_ The supervisory board member should not have served
as auditor for the company or have been involved in an
audit or worked as an employee of the auditing firm in
the past three years.

The supervisory board member should not be a man-
agement board member at another company in which a
member of the management board of the company is a
supervisory board member.

The supervisory board member should not have been a
member of the supervisory board for more than 15 years.
This does not apply to members of the supervisory board
that are shareholders with stakes in the company or that
represent the interests of such shareholders.

The supervisory board member should not be a close
family relation (children, spouse, life partner, parent, un-
cle, aunt, sibling, niece, nephew) of a member of the
management board or of persons that are in one of the
aforementioned positions.

Presentation of the members deemed independent
(C rule 53 of the Austrian CCG)

Based on the above mentioned criteria, all members of the supervi-
sory board have declared their independence with the exception of
one. John James Stack declared that heis not independent pursuant
tothe criteriadefined dueto his position as chairman of the board of
Ceska sporitelna until May 2007.

Presentation of the members of the supervisory board
which meet the criteria of C rule 54 of the Austrian CCG

Four members of the supervisory board hold afunction on abody of
acompany that owns over 10% of the sharesin Erste Group Bank
AG (Kesder, Winckler, Lackner, Nin); additionally, in 2010, one
member (Rasinger) represented, above all, the interests of retail
shareholders.
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Note if a member of the supervisory board failed to
personally attend more than half of the meetings of the
supervisory board in the reporting year (C rule 58
Austrian CCG)

With the exception of one member, all members personally attended
at least half of the meetings.

Object and remuneration of contracts subject to
approval pursuant to Section 95 par. 5 fig. 12 Stock
Corporation Act (C rule 49 Austrian CCG)

The firm DORDA BRUGGER JORDIS Rechtsanwalte GmbH, in
which Theresa Jordis is a partner, invoiced companies of Erste
Group for consulting work for an amount of EUR 348,775.69 in
2010. Friedrich Rodler is Senior Partner at PricewaterhouseCoopers
Austria. Companies of this group billed companies of Erste Group
for consulting work in an amount of EUR 54,726.00 in 2010.

INFORMATION ON THE WORKING METHODS
OF THE MANAGEMENT BOARD AND
SUPERVISORY BOARD PURSUANT TO
SECTION 243B PAR. 2 AUSTRIAN
COMMERCIAL CODE

Management Board

The management board of Erste Group Bank AG managesthe com-
pany on its own responsibility. Its purposeisto pursue the welfare
of the company and theinterests of the sharehol dersand employees.
The management board develops the strategic orientation of the
company and accords it with the supervisory board. It ensures an
effectiverisk management and risk control. The management board
reaches its decisions taking into account all relevant legal provi-
sions, therules of the articles of association and itsinternal rules of
procedure.

Supervisory Board

The supervisory board advisesthe management board inits strategic
planning and actions. It takes part in the decisions as stipulated by
law, the articles of association and its internal rules of procedure.
The supervisory board has the task of supervising the management
board in the management of the company.

AREAS OF COMPETENCE ON THE
MANAGEMENT BOARD AS OF 31 DECEMBER
2010 (C RULE 16 AUSTRIAN CCG)

Andreas Treichl (Chairman)

Chairman’s Office, Group Audit, Group Communications, Group
Human Resources, Group Investor Relations, Group Marketing,
Group ldentity, Group Secretariat, good.bee — banking for the
unbanked, Health Center
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Franz Hochstrasser (Vice Chairman)

Group Research, Group Balance Sheet Management, Group Capital
Markets

On an interim basis. Group Real Estate & Leasing, Group Invest-
ment Banking, Group Large Corporates Banking, Local Corporate
Banking, Corporate Support and Operations, GCIB Portfolio Man-
agement

Herbert Juranek
Group Org/I T, Group Operations/Processing, Group Property Man-
agement

Martin Skopek
Group Retail Business Devel opment, Wealth Creation, Group Card
Management

Bernhard Spalt

Group Strategic Risk Management, Group Corporate Risk Man-
agement, Group Retail Risk Management, Group Legal, Group
Corporate Workout, Group Compliance, Group Security Manage-
ment

Manfred Wimmer
Group Accounting, Group Performance M anagement, Management
of Subsidiaries and Investments

AREAS OF COMPETENCE ON THE MANAGE-
MENT BOARD AS OF 1 JANUARY 2011

Andreas Treichl (Chairman)

Chairman’s Office, Group Audit, Group Communications, Group
Human Resources, Group Investor Relations, Group Marketing,
Group Identity, Group Secretariat, good.bee — banking for the un-
banked, Health Center

Franz Hochstrasser (Vice Chairman)
Group Research, Group Balance Sheet Management, Group Capital
Markets

Herbert Juranek
Group Org/I T, Group Operations/Processing, Group Property Man-
agement

Gernot Mittendorfer

Group Real Estate & Leasing, Group Investment Banking, Group
Large Corporates Banking, Local Corporate Banking, Corporate
Support and Operations, GCIB Portfolio Management

Martin Skopek
Group Retail Business Development, Wealth Creation, Group Card
Management

Bernhard Spalt
Group Strategic Risk Management, Group Corporate Risk Man-
agement, Group Retail Risk Management, Group Legal, Group

Corporate Workout, Group Compliance, Group Security Manage-
ment

Manfred Wimmer
Group Accounting, Group Performance Management, M anagement
of Subsidiaries and Investments

NUMBER AND TYPE OF COMMITTEES OF
THE SUPERVISORY BOARD AND THEIR
DECISION-MAKING POWERS (C RULE 34
AUSTRIAN CCG)

The supervisory board has set up arisk management committee, a
strategy committee, an audit committee, a committee for manage-
ment board matters as well as a construction committee.

Risk management committee

The risk management committee is responsible for granting ap-
prova in all those cases in which loans and exposures or large
exposures reach an amount exceeding the approval authority of the
management board according to the approval authority regulation. It
is charged with granting approval to exposures or large exposures
pursuant to section 27 of the Banking Act, if such an investment in
credit ingtitutions exceeds 10% of the own funds of Erste Group
Bank or if the investment amounts to at least 10% of the consoli-
dated own funds of the banking group. Within the competence
assigned to it, the committee may grant advance approvals to the
extent permitted by law. In addition, it is responsible for the super-
vision of the risk management of Erste Group Bank AG.

Strategy committee

In connection with the strategic positioning of Erste Group Bank,
the strategy committee is responsible for the preparation of and
comments on all matters which are brought to the attention of the
supervisory board, unless they are assigned to other committees.
Furthermore, itisin charge of scrutinising the budget, acknowledg-
ing the reports of the individual business units and the reports on
business performance, determining investment policy, and setting
key strategic goals for the company. The supervisory board dele-
gated to the committee the right of approval of the establishment
and closing of branches; the right of approval of the granting of
special statutory power of attorney (Prokura) or commercia power
for the entire operation of the business; the right of approval for
entering into agreements between employers and staff councilsand
for the determination of guidelinesfor staff policy and salary policy.
The committee is aso responsible for overseeing the company’s
portfolio of participations.

Audit committee

The audit committee is responsible for the supervision of the ac-
counting process; the supervision of the effectiveness of theinternal
controlling system, the internal audit system and the risk manage-
ment system; the supervision of the annual audit and the annual
group audit; reviewing and supervising the qualification and the
independence of the auditor (group auditor); reviewing and prepar-
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ing the approval of annual financial statements, the proposal for the
appropriation of profits, the status report and the corporate govern-
ance report and submitting a report on the results of the review to
the supervisory board; reviewing the consolidated financia state-
ments of Erste Group and the group status report; the preparation of
the supervisory board's proposal for the selection and revocation of
theauditor; the conclusion of the contract with the appointed auditor
on the execution of the annual audit and the agreement on the audi-
tor’sremuneration; acknowledging prompt information on thefocal
points of the audit and the right to submit proposals for additional
focal points of the audit; acknowledging the inspection plan of the
Company’s internal audit; acknowledging information on current
matters relevant for theinternal audit of the Erste Group and on the
efficiency and effectiveness of theinternal audit; acknowledging the
internal auditors' report on the areas of inspection and important
findings on the basis of inspections made and the activity report
pursuant to § 20 in connection with § 21 paragraph 2 of the Austrian
Securities Supervisory Act ("Wertpapieraufsichtsgesetz"); acknowl-
edging immediate information on important findings of the auditor,
the internal audit or an inspection by a regulatory authority; ac-
knowledging immediate information on damages, which could
exceed 5% of the consolidated equity or 10% of the budgeted net
result; acknowledging reports of the management board on current
developmentsinthefields of corporate governance and anti-money
laundering, and the status of compliance; acknowledging the com-
pliance activities report.

Committee for management board matters

According to rule 43 of the CGC, the compensation committee in
Erste Group Bank is identical with the nomination committee and
has been named “committee for management board matters’. The
committee for management board matters shall deal with and decide
on relationships between Erste Group Bank AG and membersof the
management board with the exception of resolutions on appoint-
ment or revocation of appointment of management board members
aswell asthe granting of stock options of the company.

Dueto changesin |egidlation, the committee for management board
meatters will be renamed nomination and remuneration committee
and its scope of functions will be enlarged in the financia year
2011.

Construction committee

The construction committee is responsible for advising the man-
agement board and for preparing resolutions to be adopted by the
supervisory board with respect to “ Erste Campus’, the future head-
quarters of Erste Group.

Information on the number of meetings of the supervisory
board during the reporting year and report on the focus of

its activities

Six meetings of the supervisory board were held in the financial
year 2010.
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At each ordinary meeting of the supervisory board, the monthly
developments of the balance sheet and the income statement were
presented and reports were given on current market risk, risk-
bearing capacity, theindividual status of the banking subsidiariesin
Central and Eastern Europe and on the areas audited and the mate-
rial findings of these audits by the internal audit department. The
chairpersons of the committees reported on the main topics dealt
with by the committees since the | ast supervisory board meeting. A
topic repeatedly discussed at supervisory board meetings was the
respective status of the development of capital and liquidity regula-
tion in Europe.

On 16 March 2010, thefinancial statementsand management report
2009, the consolidated financia statementsand management report
2009 aswell asthe corporate governance report 2009 were audited;
thefinancia statements 2009 were adopted in accordance with the
recommendation of the audit committee, and the proposal for the
distribution of the profit 2009 approved. The approval for the con-
struction of the new corporate headquartersin Viennawasgiven; the
move to “Erste Campus’ will be completed in 2015. The supervi-
sory board lauded the outstanding achievements of Elisabeth Bley-
leben-Koren who resigned from her position at Erste Bank
Oesterreich on 30 June 2010 and expressed its appreciation for her
many years of service. Martin Skopek was appointed to the man-
agement board as seventh member as of 1 July 2010 through 30
June 2012. Furthermore, proposalsfor resolutionsto be submitted to
the ordinary shareholders’ meeting 2010 were approved. The find-
ings of the internal evaluation of the supervisory board pursuant to
the Code of Corporate Governance were discussed and the annual
compliance report submitted.

At the constituent meeting on 12 May 2010, after the general share-
holders’ meeting, the resolution was passed on the appointmentsto
the committees of the supervisory board and on the distribution key
for the remuneration of the supervisory board resolved at the gen-
eral shareholders meeting.

On 23 June 2010, areport was delivered on the I T strategy of Erste
Group and the report on major participations for 2009 and the first
quarter 2010 were discussed. Another item on the agenda was the
new distribution of responsibility for business areas: by circular
resolution, after the meeting, retail banking was assigned to Martin
Skopek and corporate banking to Johannes L eobacher.

On 15 September 2010, areport on the status of Basle 11 wasdeliv-
ered and the guidelines for the new remuneration policy were pre-
sented.

At the extraordinary meeting of the supervisory board on 28 Octo-
ber 2010, a moment of silence was held in honour of Johannes
Leobacher who passed away unexpectedly on 14 October 2010.
Following a swift and intensive search by the committee for man-
agement board matters, the decision was taken to propose to the
supervisory board Gernot Mittendorfer for appointment as a mem-
ber to the management board; Gernot Mittendorfer had served as
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chairman and CEO of Ceskasporitelnasince May 2007. The super-
visory board unanimously passed the resolution to appoint Gernot
Mittendorfer to the management board asof 1 January 2011 through
30 June 2012.

On 15 December 2010, the budget and the investment plan 2011 of
Erste Group Bank AG were approved and the Group projectionsfor
2011 were presented. The annual report on large exposureswas a so
presented and the latest update on the planned banking tax given.

Information on the number of meetings of committees
during the reporting year and report on their activities

Therisk management committee held 17 meetingsin 2010, at which
it regularly took decisions on exposures and loans exceeding the
powers of the management board and was briefed on loans granted
within the scope of authorization of the management board. The
committee was regularly informed of current credit risk, market
risk, risk bearing capacity and large exposures. Specia reportswere
delivered on hedge fund exposure, audits by the OeNB and on the
exposure to southern European eurozone countries.

The strategy committee met four timesin 2010. Reports were pre-
sented on the planned changes to the holding organisation, equity
participations, the competitive situation in Austria and the CEE
states aswell asseveral timeson Basel 111 and the planned banking
tax. Furthermore, the committee decided on the appointment of
persons authorised to sign on behalf of the bank as well as on
changes to existing management-works' council agreements.

The audit committee met four timesin 2010. The auditors reported
on the status of the audit of the financial statements and consoli-
dated financial statements. Subject to the approval of the supervi-
sory board, the decision was taken to propose Ernst & Young
Wirtschaftspriifungsgesel | schaft m.b.H. to the genera shareholders
meeting as additional (Group) auditor for the financial year 2011.
The supervisory board approved this proposal at its next meeting.
Furthermore, the audit committee conducted its final discussion.
Thefinancial statements and the management report, aswell asthe
group financial statements and the group management report, and
the corporate governance report were audited and recommended to
the supervisory board for adoption, and the proposal of the man-
agement board for the distribution of the net profit for the financial
year 2009 was acknowledged. The head of the internal audit de-
partment reported on the areas audited and the key findings of the
audit for the year 2009 and explained the audit plan for 2010. The
internal audit department presented itsreport pursuant to Section 42
paragraph 3 Banking Act. A report on changesto money laundering
provisions was presented together with the results of the audit on
compliance with money laundering provisions. At the last meeting
of the year 2010, the bank auditors presented the results of the
preliminary audit and the focal points of their audit. The audit com-
mittee issued the instructions to obtain a bid for the audit of the
(consolidated) financial statements 2012.

The committee for management board matters met five times in
2010. The topics discussed included the new remuneration policy,
the appointment of anew member to the management board respon-
sible for the Retail Banking division and the appointment of a suc-
cessor to Johannes L eobacher.

The construction committee met fivetimesin 2010. Themain topics
discussed were the project plan, project organisation, budget and
costs, procedurefor tenders, deadlinesand related devel opmentsfor
“Erste Campus’, the new headquarters of Erste Group in Vienna.

MEASURES TO PROMOTE WOMEN ON
MANAGEMENT BOARDS, SUPERVISORY
BOARDS AND IN MANAGING POSITIONS
PURSUANT TO SECTION 243B AUSTRIAN
COMMERCIAL CODE

Generally, Erste Group complies with the principle of equal treat-
ment as of the first contact with a potential employee, during the
entire period of employment and in some countries also after the
active working life. Erste Group promotes equal opportunity and
diversity (“Living and Promoting Diversity"), especially asregards
gender, age and ethnicity.

Aboveall, the promotion of women and the work-life balance have
a long tradition at Erste Group. The offers are diverse and take
cultural differences in the different countries of Erste Group into
account. Measures include flexible working hours and part-time
work schemes aswell as specia support for employees during and
after childcare leave such as the option of extending childcare
leave, childcare leave for fathers, free childcare facilities, accessto
theinternal job market and important news during childcare leave,
seminars for women returning to work, etc.

The success of the measures implemented to date is shown by the
steadily increasing share of women in management positions and
bodies (e.g. supervisory board) over the past few years. The partici-
pation of women in management devel opment programmes shows
that thistrend will not only continue in the future, but will become
even stronger.

DISCLOSURE OF INFORMATION ON THE
REMUNERATION OF THE MANAGEMENT
BOARD AND SUPERVISORY BOARD (C
RULES 30 AND 31 AUSTRIAN CCG)

Principles applicable to the performance-linked components
of the management board remuneration, criteria for the
performance-linked components, and major changes
versus the previous year

Thetotal compensation of the management board is given in detail

in the Notes. The compensation consists of afixed basic saary, a
performance-linked payment and other remuneration.
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Performance-linked payments are limited to 200% of gross annual
salary for the CEO, 300% of gross annual salary for management
board memberswith responsibility for divisionsand 100% of gross
annual salary for other members of the management board. The
criteriafor the performance-linked component of the management
board compensation in the financial year 2009 (payout 2010) were
net profit and the result of aleadership appraisal. In addition, man-
agement board memberswith division responsibility must have met
business targets set by the supervisory board.

The amounts actually paid out are presented in the table below and
are based on the net profit achieved of EUR 903 million (target:
EUR 1,150 million) and the division target achievement, taking into
account the results of the leadership appraisal.

Since the financial year 2010, the compensation criteria for the
variable salary components have been extended. Apart from net
profit, the criteriafor the performance-linked paymentsinclude the
increase in the coretier 1ratioin relation to total risk and adjusted
for participation capital, the NPL coverage ratio, the cost/income
ratio and the result of the leadership appraisal (short-term incen-
tive). Moreover, as of 1 January 2010, a long-term incentive pro-
grammewasintroduced. It isbased on changesin the share price of
Erste Group Bank AG compared to a group of peers and the Dow
Jones Euro Stoxx Banks, with payout being exclusively in shares
after avesting period.

Remuneration of the management board members

Principles of the pension scheme for management board
members

The members of the management board participate in the defined
contribution pension plan of Erste Group according to the same
principles as the employees of the Group. If a management board
member’s tenure ends before he or she reaches the age of 65 by no
fault of the member, then for three of the six management board
membersthe corresponding compensatory payments are madeto the
pension fund.

Principles for eligible time periods and benefit entitlements
of the management board members in the case of
termination of the position

Regarding benefit entitlements of management board membersin
the event of termination of their position, the standard legal termina-
tion benefit conditions of Section 23 of the Salaried EmployeesAct
apply for three members of the management board. All other mem-
bers of the management board are not entitled to receive any termi-
nation benefits.

Directors and officers insurance
A directors and officersinsurance policy exists for the members of
the management board paid for by Erste Group Bank AG.

Salary

in EUR thousand

for the FY 2010

Performance-
linked

cash
compensation
for the FY 2009

Other
compensation

for the FY 2010 Total FY 2010

Management board member

Andreas Treichl 1,050 1.297 448 2,795
Franz Hochstrasser 570 925 144 1,638
Bernhard Spalt 570 405 60 1,035
Herbert Juranek 570 405 60 1,035
Manfred Wimmer 570 365 158 1,093
Martin Skopek 326 0 53 379
Johannes Leobacher t 466 289 98 853

16



CEO Letter | Management Board | Supervisory Board Report | Corporate Governance | Corporate Social Responsibility | Erste Group Share | Strategy | Management Report | Segments | Financial Statements

Disclosure of remuneration paid to each member of the supervisory board in 2009 (C rule 51)

in EUR thousand

Supervisory board
compensation
for 2009 Total

Meeting fees
for 2010

Supervisory board member

Heinz Kessler 18.5 50.0 68.5
Georg Winckler 135 37.5 51.0
Theresa Jordis 14.0 37.5 51.5
Bettina Breiteneder 12.0 25.0 37.0
Elisabeth Giirtler 3.0 25.0 28.0
Jan Homan 4.0 25.0 29.0
Wilhelm Rasinger 135 25.0 38.5
Friedrich Rodler 17.5 25.0 425
Werner Tessmar-Pfohl 5.0 25.0 30.0
Gabriele Zuna-Kratky 0.0 8.3 8.3
Brian Deveraux O Neill 2.0 25.0 27.0
John James Stack 2.0 25.0 27.0
Juan Maria Nin Genova 3.0 16.7 19.7
Markus Haag 3.5 3.5
Christian Havelka 6.5 6.5
Friedrich Lackner 8.5 8.5
Andreas Lachs 11.0 11.0
Bertram Mach 8.0 8.0
Barbara Smrcka 55 55
Karin Zeisel 10.5 10.5

REPORT ON THE EXTERNAL EVALUATION

In 2006, for the first time, Erste Group Bank AG conducted an
external evaluation of compliance with the Code of Corporate Gov-
ernancefor 2005. In April 2009, avoluntary external evaluation was
completed for thefinancial year 2008. The two evaluations arrived
at the results that Erste Group Bank AG complied with all of the
rules of the Code. The summaries of thereports on these evaluations
are available on the website of Erste Group Bank AG.

The next external evaluation is planned for the year 2012.

SHAREHOLDERS’ RIGHTS

Voting rights

Each share of Erste Group Bank AG entitlesitsholder to onevote at
the shareholders’ meeting. In general, shareholders may passresolu-
tions at a shareholders' meeting by a simple majority of the votes
cast or, in the event that the majority of the share capital presentis
required to approve a measure, by a simple majority of the share
capital present, unless Austrian law or the articles of association
require a qualified majority vote.

The articles of association differ from the statutory majority re-
quirements in three cases. First, the appointment of supervisory
board members can be revoked before the end of their respective
term by aresolution of the shareholders’ meeting, which requiresa
majority of 75% of the votes cast and amajority of 75% of the share

capital present at such ameeting. Second, the articles of association
may be amended, provided that such amendment does not concern
the business purpose, by aresolution of the shareholders’ meeting,
which requires a simple magjority of the votes cast and a simple
majority of the share capital present at such ameeting. Third, each
provision regulating increased majority requirements can only be
amended with the same increased majority.

Dividend rights

Each shareholder isentitled to receivedividends, if and to the extent
the distribution of dividendsisresolved by theannual shareholders
meeting.

Liquidation proceeds

In case of dissolution of Erste Group Bank AG, the assetsremaining
after the discharge of liabilities and supplementary capital will be
distributed pro-ratato the sharehol ders and the hol ders of participa-
tion capital securities. The dissol ution of Erste Group Bank requires
amajority of at least 75% of the share capital present at a share-
holders' meeting.

Subscription rights

In principle, holders of shares have subscription rights allowing
them to subscribeto any newly issued sharesto maintaintheir exist-
ing share in the share capital of Erste Group Bank. Such subscrip-
tion rights are in proportion to the number of shares held by such
shareholders prior to the issue of the new shares. The aforemen-
tioned subscription rightsdo not apply if the respective sharehol der

17



does not exercise his or her subscription rights, or the subscription
rightsare excluded by aresolution of the shareholders’ meeting or a
resolution of the management board and the supervisory board in
certain cases.

TheAustrian Stock Corporation Act contains provisionsthat protect
therights of individual shareholders. In particular, al shareholders
must, under equal circumstances, be treated equally, unless the
affected shareholders have consented to unequal treatment. Fur-
thermore, measures affecting shareholders' rights, such as capita
increases and the exclusion of subscription rights, generally require
ashareholders' resolution.

The articles of association of Erste Group Bank AG do not contain
any provisions regarding a change in the share capital or the rights
associated with the shares or the exercise of the sharehol ders’ rights
that differ from statutory requirements.

Stock corporationslike Erste Group Bank AG must hold at |east one
shareholders' meeting per year (ordinary shareholders' meeting),
which must be held within the first eight months of any business
year and must cover at least the following issues:

_ Presentation of certain documents;

_ Distribution of the annual profit;

_ Approval of the actions of the management board and
the supervisory board for the preceding business year.
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Management Board

Andreas Treichl mp Franz Hochstrasser mp
Chairman Vice Chairman
Herbert Juranek mp Gernot Mittendorfer mp
Member Member
Martin Skopek mp Bernhard Spalt mp
Member Member
Manfred Wimmer mp
Member



CEO Letter | Management Board | Supervisory Board Report | Corporate Governance | Corporate Social Responsibility | Erste Group Share | Strategy | Management Report | Segments | Financial Statements

ADDITIONAL CORPORATE GOVERNANCE
PRINCIPLES

Compliance

The responsibility for all compliance issues at Erste Group rests
with the group compliance office, a staff unit reporting directly to
the chief risk officer. The compliancerulesof Erste Group are based
ontherelevant legisation, such asthe Austrian Stock ExchangeAct
and the Securities Supervision Act; on the Standard Compliance
Code of the Austrian banking industry as well as on international
practices and standards. Conflictsof interest between our customers,
Erste Group and employees are covered by clear rules regarding
“Chinese walls’, provisions on employee transactions, research
disclaimer, gift policy etc.

Directors’ dealings

In accordance with the Stock Exchange Act and the | ssuer Compli-
ance Regulation of the Austrian Financial Market Authority (FMA),
individual trades by members of the management board and super-
visory board in Erste Group shares are published on the websites of
Erste Group (www.erstegroup.com/investorrel ations) and the FMA.

Transparency

Investor confidencein public companiesisessentia to the function-
ing of the global economy. Transparent operationsand reporting play
acrucia part in building up confidence. Accordingly, it isone of the
main goals of Erste Group and itsinvestors that the financial results
fairly reflect the results of its operations. Erste Group has aways
been diligent in maintaining compliance with its established financial
accounting policies, which are consistent with requirements of Inter-
national Financial Reporting Standards (IFRS) and for reporting its
results with objectivity and the highest degree of integrity.

Risk management

Erste Group's approach to risk management seeks to achieve the
best balance between risks and returns for earning a sustained high
return on equity. A detailed report on risk policy, risk management
strategy and organisation, as well as a thorough discussion of the
individual risk categories, arefound in the Notes beginning on page
130. Inaddition, credit risk isanalysed in detail in aseparate section
starting on page 49, in the “ Segments” section of this report.

Accounting and auditors

The company financial statements, company management report,
consolidated financia statements and group management report of
Erste Group Bank AG for the financial year 2010 were audited by
Sparkassen-Priifungsverband asthelegally mandated auditor and by
Ernst & Young Wirtschaftsprifungsgesellschaft m.b.H., appointed
by the annual general meeting as the supplementary auditor.

FINANCIAL CALENDAR

Date Event

28 April 2011 Q1 2011 results

12 May 2011 Annual general meeting

16 May 2011 Dividend record date

17 May 2011 Ex-dividend day

19 May 2011 Dividend payment day
Dividend payment day —

26 May 2011 Participation Capital

29 July 2011 H1 2011 results

28 October 2011 Q3 2011 results

As the financial calendar is subject to change, please check Erste
Group's website for the most up-to-date version
(www.erstegroup.com/investorrel ations).
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Corporate Social Responsibility

INTRODUCTION

As one of the leading banks in Central and Eastern Europe, Erste
Group is confronted with the concerns and expectations of its di-
verse stakeholders. Customers, suppliers, investors, employees,
regulatory authorities and local communities are all affected by
Erste Group’s business operations.

Corporate socia responsibility (CSR) is about evaluating and con-
sidering external views when reaching decisions. This processisa
key element of responsible corporate conduct and hel ps Erste Group
to deliver sustainable financial results.

The bank’s efforts and achievementsin thisfield are recognised in
external sustainability and CSR ratings. Erste Group has been in-
cluded in VONIX, the sustainability index of Vienna Stock Ex-
change, since its inception in 2008. In 2010, Erste Group shares
were added to the ASPI Eurozone® index, which consists of the 120
best-rated companies in the euro zone selected by VIGEO, a CSR

ratings agency.

CUSTOMERS

Erste Group strivesto build up and to maintain long-term relation-
shipswith itscustomers. Customer satisfactionisof key importance
to Erste Group. The bank is constantly working to improve its ser-
vice quality and to tailor its product portfolio to the demands of
customers. To provide better financia services to retail customers
and small and medium-sized businesses — which are both core
customer groups of the bank — is an important element of our cus-
tomer relationship approach.

Retail customers

The goal of Erste Bank Oesterreich and the Austrian savings banks
isto achieve quality leadership in Austria. Regular market surveys
and direct communication with customers are proven meansto this
end. Therefore, the bank conducted the survey “Quality Check”,
which was designed to enabl e the bank to react swiftly to changesin
customer satisfaction, in 2010 aswell. The outcome was encourag-
ing. Customers gave excellent grades to the quality of information
and showed greater satisfaction with Erste Bank Oesterreich than
with itsindustry peers.

Besides market surveys, Erste Bank Oesterreich also conducted
extensive mystery shopping in 2010. The purpose was to gain an
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insight into customers’ experience at the bank’s branches such as
attention towards individual needs and the competence of account
managers.

In 2010, Erste Bank Oesterreich enlarged its scope of services for
customers from specific ethnic groups. Information on its most
popular retail products and services are now available in various
languages. An increasing number of branches are starting to offer
the bank’s servicesin the respective native languages of customers
from former Yugoslavia and Turkey. These two groups jointly ac-
count for almost 50% of all immigrants in Vienna. Erste Bank
Oesterreich’s multilingual approach isamajor contribution to inte-
gration.

Erste Bank Oesterreich established a new social banking unit to
coordinateall activitiesrelating to social issuesand businesses. The
bank offersavariety of services, ranging from assistance for setting
up new socia enterprises, obtaining financing for educational and
training measures to cooperation in social initiatives of public or-
ganizations and NGOs. Erste Bank Oesterreich also supports the
activities of good.bee and Zweite Sparkasse in Austria.

Erste Bank Hungary continued itswork to makeits branches acces-
sibleto disabled people. Anincreasing number of sites were modi-
fied to create easy access and unblocked routes for wheelchairs. In
2010, the bank increased the number of branches equipped to serve
deaf or hearing-impaired customers.

Erste Bank Serbia supported a government-initiated scheme to
promotelocal currency cash loans. Borrowers benefit from interest
rates subsidized by the government. The bank also introduced a
scholarship loan designed to meet the specific financing require-
ments of students, with repayments starting after completion of
studies.

Supporting customers in financial difficulties

Inlinewithitsgoal to beareliablelong-term financial partner Erste
Group continued to support its customers throughout the economic
challenges of 2010. The programme “Helping Hands’, which was
initiated in 2009, was prolonged. In all of Erste Group's countries,
measuresto assist customersin coping with unemployment or dete-
rioration in their persona financial situation were extended. This



CEO Letter | Management Board | Supervisory Board Report | Corporate Governance | Corporate Social Responsibility | Erste Group Share | Strategy | Management Report | Segments | Financial Statements

included not only continued accessto financial servicesbut also the
offer of individual assistance, where required.

One of the measures offered was the initiative of Erste Bank
Oesterreich and Caritas Oesterreich to improve the chances of un-
employed persons on the labour market. The initiative comprises
training schemesto acquire additional professional qualifications. In
addition, the bank waived fees on current accounts and made indi-
vidual financial coaching and debt counselling available.

Asone of thefirst banksin the Hungarian market, Erste Bank Hun-
gary relaxed payment termsfor customersin financial distress. The
bank offered tailor-made solutions to clients who encountered fi-
nancial problems through no fault of their own. If economically
feasible, loan terms were extended or a temporary suspension of
loan repayments was granted.

Erste Group's Romanian subsidiary BCR identified customers af-
fected by the severe floods and proactively offered to amend terms
of existing loans. BCR agreed to temporarily decrease |oan repay-
mentsand in exceptional casesgranted asix month grace period for
borrowers. In addition, BCR implemented a direct debit facility
allowing customersto donateto house rebuildinginitiativesthrough
BCR ATMs and aternative channels.

Slovenska sporitel'na, Erste Group's unit in Slovakia, waived fees,
such as early repayment penalties, or lowered |oan repayments for
flood victims. Furthermore, customers were not charged for early
withdrawal of depositsif thiswas doneto cover flood-related dam-

age.

Small and medium-sized companies (SME)

Small and medium sized companies are one of the core customer
groups of Erste Group. These clients frequently focus on domestic
markets, but at the same time are often highly competitive in a
regional or even international context.

In 2010, SME customers continued to profit from an agreement of
Erste Group with the European Investment Bank (EIB). The EIB
provided financing totalling EUR 440 million to SMEs in Central
and Eastern Europe via four subsidiaries of Erste Group — Ceska
sporitelna, Erste Bank Oesterreich, Erste Bank Hungary and Im-
morent. Facilitating access to medium and long-term financing at

advantageous financial terms helped to cushion the impact of the
recent global downturn.

99.6% of all registered companies in Austria are categorised as
small and medium sized companies. Dueto their capacity for inno-
vation and flexibility, SMEs have consistently proved to be anim-
portant economic factor. Erste Bank Oesterreich supported SME
customers by keeping credit lines openin economically challenging
times and thus ensuring liquidity and capacity to invest if required.

Specia schemes targeting established SMEs as well as start-ups
were put in place. Within the framework of s Oesterreich Initiative
Erste Bank Oesterreich client representatives advised SMEs to-
gether with external specialists from various subsidizing agencies.
EUR 3 billion of loans were provided to SME customersin 2010 —
the majority thereof investment loans. The GO! GriinderCenter
registered more than 1,000 consultations with people making the
switch to self-employment, frequently resulting in the granting of a
start-up loan.

For the second year in arow, Erste Bank Serbiain cooperation with
European Union and national political institutionswasinvolved in
marketing the European Week of Small and Medium Sized Enter-
prises. The main focus of the SME week was on providing educa-
tion and information as well as on boosting entrepreneurship. In
addition, Erste Bank Serbia also took part in a government pro-
gramme which, through the disbursement of subsidised loans, sup-
ported the revival of the overall economy.

Ethical investing

Sustainable investment is one of the core competences of Erste
Sparinvest KAG Erste Group'sAustrian fund management arm. An
increasing number of customers are prepared to consider sustain-
ability as an additional investment criterion, resulting in rising
ethical investment volumes. Assets under management reached
EUR 1.3 billion in 2010, an increase of 15% compared to 2009.

In 2010, Sparinvest’s sustainability specialists managed nine in-
vestment funds plus several externally mandated portfolios. The
managed mutual funds comprised two bond funds, four regional
stock funds aswell asamicro-finance fund of fundsand two theme
funds for climate protection and the environment (the latter two
funds are managed in cooperation with WWF Austria).
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EspaVinis Stock Global, which was short-listed as one of the best
global sustainability fundsin Austria, Germany and Switzerland by
the German consultant Feri remained the flagship product. In addi-
tion, EspaVinis Microfinance, anew fund supporting global micro-
credit lending mostly to single debtors in emerging markets was
launched in 2010.

Erste Sparinvest was also the first major Austrian investment fund
company to adopt the Principles of Responsible Investment (PRI).
This once again underscored the commitment of the company to
sustainable investment.

Financial inclusion

One of the main reasons behind the foundation of Erste Group in
1819 was to make simple banking services available to the un-
banked part of the population. For a variety of reasons some sec-
tions of the population still do not have access to financial services
by commercial banks. Financial inclusion of socially and economi-
cally disadvantaged peopletherefore continuesto play animportant
rolein social integration and in supporting economic development.

good.bee Holding (good.bee), the community development venture
of Erste Group Bank AG (60%) and Erste Foundation (40%), was
launched to address the financial exclusion issue in Central- and
Eastern Europe. More than 35 million people in Erste Group’s
markets still have no banking relationship.

In 2010, good.bee intensified its efforts to supply suitable financial
sol utionsto peoplewithout any prior accessto banking services. But
good.bee's activities are not limited to microbanking. It also fi-
nances social enterprise, i.e, catering for the financial needs of the
social sector.

Persons (15+ years) with bank account (2010) in %
00 — 983

88.8 88.2 87.8

81.2 780
75 |—
58.0
545
50 |—
25 |
0

Austria Croatia Czech Rep Slovakia Hungary Serbia Ukraine Romania

Source: GfK FMDS 2010, Erste Group
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Good.bee activities

Romania, a country where according to statistics more than 8 mil-
lion people are still unbanked, remained firmly on good.bee's
agendain 2010.

good.bee Credit, the entity responsible for microfinance activities,
in partnership with the Center for Economic Development Founda-
tion, a well regarded local microfinance organisation, provided
microloansin therura regionsof Romania. In most casesborrowers
are small farmers and other agricultural microbusinesses. At year-
end 2010, the total credit portfolio of good.bee Credit was EUR 5
million compared to EUR 1 million at the end of 2009. Good.bee
Credit’s activities were not limited to financing only. In parale,
basic financial education schemes were implemented.

good.bee Mobile Transactionsis good.bee’s micropayments opera-
tion. Customers can open current accounts and receive debit cards
(both issued by BCR), distributed through an independent sales
network. In addition, customers can send and receive paymentsvia
mobile phone technology, with no need to visit a branch.

Social enterprise finance

The social sector tends to be underbanked. While awide variety of
products and financing options are available for commercial com-
panies, specific requirements of social businesses are often ignored
in product development. Through Erste Group's CEE banking sub-
sidiaries, good.bee isinvolved in structuring tailor-made products
often with the support of the respective local banks in order to en-
able entrepreneurs to create and operate social businesses and to
build a cross-border socia enterprise network.

In 2010, good.bee, in cooperation with local support networks,
offered training for social entrepreneurs, helping them to acquirethe
knowledge and skills to become successful in their ventures. As a
result of this, the first social enterprises were financed in Austria.

Furthermore, good.bee joined forces with complementary private
and public sector partners in order to promote the idea of socia
entrepreneurship and social business. One example was The Social
Business Tour 2010. Participantsin six citiesin Central and Eastern
Europe (Vienna, Bratislava, Budapest, Prague, Belgrade, and Bu-
charest) discussed ideasand strategiesto help solve social problems
endemic in the region.

In parallel, a Social Business Idea contest was organized to search
for the best social businessideas. The winning project in 2010 was
“Overknit your Pension". This particular social business idea tar-
geted women pensioners with knitting skills and aimed at fighting
poverty and socia exclusion amongst elderly women in Slovakia.
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CIVIL SOCIETY

Erste Group has along history of making contributions to society
through donations of both time and money. Erste Group’s commit-
ment is not limited to financia donations, donations in-kind or
matched-giving but also involves volunteering. Employees are
encouraged to engage in and for local communities. Through its
sponsoring activities Erste Group aimsto pass on part of the profits
derived from doing business in Central and Eastern Europe to the
people of this region. The Added Value sponsoring programme
consolidates all these activities across the group and aimsto under-
line the bank’s commitment to social responsibility.

Social activities

One of Erste Group'slong-term partnersis Caritas. In 2010, anong
other projects, the bank supported the annual Eastern Europe cam-
paign on behalf of children in Europe's poorest countries, the Na-
tional Help Campaign to combat poverty in Austria, and the 2010
relief action for the earthquake victims in Haiti.

Erste Group regularly backs special projects of Caritas Viennaand
Caritas Austrialike youngCaritas.at. This particular project allows
15to 24 year old volunteers to experience the work of Caritasfor a
defined time and to assist in its social work e.g. with homeless or
elderly people and migrantsin Vienna.

Since 2003, Oesterreichisches Hilfswerk, a large Austrian service
provider focusing on individuals in need, primarily children and
retirees, hasbeen amajor partner of several Erste Group companies.
s Bausparkasse, Erste Bank Oesterreich and the saving banks all
supported the annua Hilfswerk initiative Kinder fordern. Eltern
helfen (Support children. Help parents.) giving advicein child care,
child benefits and child security.

BCR Hopes — along-term project devel oped with Save the Children
Romania and Romani CRISS (a non-governmental organisation
combating Roma discrimination) — aims to promote talented chil-
dren that face financial hardship. In 2010, ten children received
financial support and started musical training with well-known
Romanian musicians.

In addition, BCR initiated a flood support campaign engaging em-
ployees, customers and partners. Financial donations were distrib-
uted to flood victimsthrough well-known NGOslike the Red Cross,
Save the Children and Habitat for Humanity.

Nadéacia Slovenskej sporitel'ne (Slovenskasporitel'na’s foundation)
also focused its activities on supporting flood victims. It made funds
available to municipalities, which were earmarked for the restora-
tion of public property. Additional donations were channelled to
familiesmost heavily affected by floods through the Peoplein Peil
association.

Ceska spotitelnainitiated “ Catch your dream”, aproject for young
peopleaged 11-21 years. | nterested teamsregistered their dreamsat
the dedicated www.dreamcatcher.cz portal. Winning teams — as

selected by public vote and a DreamTeam comprised of known
cultural, sports, and social personalities— have to work in the non-
profit sector to earn their dream. The project encouragesinterested
young people to present their projects, and guides them towards
team cooperation, responsibility and, last but not least, charitable
work.

In 2010, Erste Bank Croatiajoined the humanitarian campaign Step
into Life, launched by a Rotary Club in Zagreb. The programme
provides scholarships to young people raised in children’s homes
and foster families who want to obtain a university education. The
bank has awarded a total of three scholarships, guaranteeing
monthly payments for a period of 5 years, i.e. supporting the stu-
dents during their entire studies.

Arts and culture

Since 1989, Erste Group has annually commissioned original com-
positionsthrough an award granted to ayoung Austrian composer. A
partnership with Klangforum Wien and Wien Modern guarantees at
least three public performances of the chosen work. Further public
attention for the prize-winning composer is ensured by releasing a
CD. Joanna Wozny won this prize in 2010.

Secession, the oldest independent exhibition venue worldwide dedi-
cated exclusively to contemporary art, and Erste Group have been
cooperating for many years. “To Every TimeitsArt, toArt its Free-
dom” —the programmatic ideal of the founders of Secessionisalso
an obligation for Erste Group’sengagement in thearts. Accordingly,
an art mediation and presentation programme open to employees
and customers was set up together with Secession, while specia
guided tours, pre-openings, visits of ateliers, architectural toursand
more are offered on aregular basis.

Erste Group has been the main sponsor of Viennafair, an Interna-
tional Contemporary Art Fair with afocus on Central and Eastern
Europe since 2005. Erste Group has been subsidising the participa-
tion of East European art galleries. 120 galleries from 20 different
countries exhibited in 2010, almost a quarter thereof received sup-
port from Erste Group.

Within along standing partnership, Erste Group continued to sup-
port the Atelier Top 22 programme of the Unabhéngiges Literatur-
haus Niederdsterreich. The project gives authors from Central and
Eastern Europe an opportunity to spend two monthsin Krems. For
every writer a evening with reading and discussion is staged —in
December 2010 Atelier Top 22 welcomed the 100th guest.

Erste Bank Oesterreich has acted asamain sponsor for Viennale for
the seventh time in 2010. The Viennale isAustria's most important
international film event, aswell asone of the oldest and best-known
festivals in the German-speaking world. Customers of Erste Bank
Oesterreich benefited directly viareduced ticket prices.

Slovenské sporitel'na not only continued its patronage of regional
theatres but also cooperated with socialy inclusive performance
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groups. The long-term cooperation with theatres in Nitra, Martin
and PreSov, as well as with Radosinské naivné divadlo (RadoSina
Naive Theatre) contributed to the development of culture outside of
the Slovak capital Bratisava. In addition, Nadacia Slovenske)
sporitel'ne supported the only Slovak theatre working with handi-
capped people and Divadlo z Pasaze, acommunity theatre.

Erste Bank Hungary organised for the first time the Erste-
AMADEUS creative scholarship programmein collaboration with
the art faculty of a Hungarian university. In 2010, young artists
submitted nearly 120 works of art; 12 young artists subsequently
received awards. Erste Bank Hungary remained strategic sponsor of
Miivészetek Palotaja (Palace of Arts), a centre for arts recognised
and acclaimed both in Hungary and internationally.

Over the past year, Erste Bank Serbiaendeavoured to support more
than 50 projects and initiatives, usually realised with a series of
local partners. Examples are cultura projects within Centrifuga
including a competition for young talents.

Education

Erste Group has continued to work closely with universities and
other educational institutions. Theintention isto reach out to high-
performing students during their education with aview to potential
future recruitment.

In 2010, Erste Group sponsored the high potential network Stu-
dents4Excellence which offers internships, mentoring and events
with top management to selected students. It is planned to imple-
ment the programme in four CEE countriesin 2011.

For the fourth timein arow Erste Group, together with Erste Foun-
dation, exclusively supported the Balkan Case Challenge (BCC), an
annual international case study competition and recruitment event
focusing on South-Eastern Europe.

In its 10" year, almost 60 students from eight countries (Austria,
Croatia, Romania, Serbia, Slovakia, Czech Republic, Hungary and
Ukraine) participated in last year's Erste Group Summer University
Danubia which was organised together with Vienna University of
Economics and Business. Students with advanced know-how in
personnel management or finance attended | ectures and workshops
of the Summer University programme in five CEE countries.

Support of educational activitiesis by no means limited to higher
education. SafeInternet, aproject of Ceskaspotitelnain cooperation
with Microsoft and Seznam.cz (theleading internet search enginein
the Czech Republic), supported by the Czech Police's bezpecny-
internet.cz website was developed with the intention of reducing
internet crime. The website informs internet users about the most
common risks such as virus attacks, phishing e-mails or fraudulent
offers and explains how to avoid becoming a victim of internet
crime. The porta will be regularly updated with the latest internet
security advice.
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Financial Literacy

In economically challenging times it becomes more and more evi-
dent how important financial literacy of individualsis to the long-
term wellbeing of communities.

Initiativesto increase the understanding of financesarewell aigned
with Erste Group’s savings bank tradition. In general, theunderlying
concept of al measuresisto empower individuasto makeinformed
decisions about the management of their money.

Financial education startsat an early age. Erste Bank Oesterreich, as
a patron of ZOOM children’s museum in Vienna, sponsored an
exhibition named “ Cash, Dosh, Dough” which explained the basics
of money and finance to 6-12 year olds. Going forward the exhibi-
tion will also be shown in Styriaand in CEE.

According to statistics ahigh percentage of people requiring finan-
cial counselling dueto excessiveindebtednessfinished school with
minimum qualifications. To tackle the issue of overspending, ap-
prentices are targeted by a newly started programme of Zweite
Sparkassetogether with Viennese debt counselling ingtitutions. The
ideaisto educate first-time earners to prevent excessive indebted-
ness at an early stage.

Ceska spotitelna established Moneymanie.cz, a new educational
portal for students, teachers and parents that provides information
about finance and banking products.

Activities of Nadécia Slovenskej sporitel'ne concentrated on the
gradual improvement of secondary school pupils financia literacy.
Almost 6,000 students from 140 schools have successfully com-
pleted the educational project Know your money.

Erste Bank Hungary set up a special homepage and blog where
branch managers held presentations on basic financial matters for
elementary and high schools.

Personal Finance is afinancial literacy programme developed in
partnership with Junior Achievement Romania. 5,102 high school
students participated in the award winning programme, with 300
BCR volunteers lecturing on financial education.

To increase financial literacy in the country, Erste Bank Ukraine
introduced several projects targeting existing customers, media as
well as young Ukrainians.

Sport

Erste Group views sport sponsorship as an opportunity to connect
with customers and colleaguesin the communitiesrather than asan
investment to sustain or grow its business. For many years, Erste
Group has worked in partnership with athletes, sports clubs and
sport event organizers.

Erste Bank Oesterreich has a special focus on developing youth,
health, local and regional communities and providing added value
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for its customers. Together with the Austrian saving banks, Erste
Bank Oesterreich continued to support football and volleyball stu-
dent leaguesin 2010. It isthelongest running partnership of itskind
in Austria—morethan 1,000 schools have been participating in the
programme in its 30-year plus history.

Erste Bank Oesterreich has alongstanding commitment to sponsor
running events. Thebiggest running initiative of Austria, Erste Bank
Sparkasse Running covered over 200 eventsthroughout the country
in 2010. Erste Bank Oesterreich again supported the Vienna City
Marathon 2010, the largest running event in Austriawith more than
30,000 participants. In addition, the bank sponsored the Erste Bank
ViennaNight Run, a charity run, for the third time. In line with the
overal idea to promote youth, the kidsrundkids series, in which
more than 20,000 elementary school pupils took part in ten runs,
was also supported.

Since 2003, Erste Bank Oesterreich has been the main sponsor and
partner of Erste Bank Eishockey Liga, the highest-level ice hockey
league in Austria, and of the Austrian Ice Hockey National Team.
Publicinterest inthe sport hasincreased: morethan 1 million view-
ers attended ice hockey gamesin Austriain the 2009/10 season, an
increase of about 10% on the previous year.

Corporate volunteering

Volunteering programmes are a key element within Erste Group's
concept of corporate social responsibility. Employees are encour-
aged and empowered to provide voluntary servicestolocal commu-
nitiesin all countries of operation.

After the floods in the summer of 2010, ateam of BCR volunteers
built houses for flood victims on one of Habitat for Humanity's
construction sites. In just three days, the volunteers managed to
build four houses.

Ceskasporitelnaextended its Grant Programmein 2010. Employees
could nominate a hon-profit organisation within defined strategic
areas, such as helping peoplein need likethe el derly, theunderprivi-
leged or drug addicts, or fostering sustainable environmental devel-
opment. CS staff voted for six projects to receive a one-off grant.
Furthermore, employees participating in voluntary projects are
entitled to two charity days, in which they continueto be paid by the
bank but provide volunteering services to the community.

“72 hodin bez kompromisu/72 hours without a compromise’ is an
international project, which was organised by a group of young
peoplein Slovakiafor the first time in 2010. Almost 4,500 young
people volunteered to work for free in social, environmental or
community projects. Slovenskasporiteltiasupported thepilotandis
planning to continue to do so in the future.

STAFF
Erste Group strives towards being the employer of choicein Cen-
tral- and Eastern Europe. The bank aimsto attract employees com-

mitted to a long-term career with Erste Group by offering career
development opportunities within astrong organisation that is gov-
erned by sound values.

To support this as well as to safe-guard high quality customer ser-
vice and appropriate risk management, Erste Group takes a struc-
tured approach to businesstraining and education designed to grow
business competences as well as to develop leadership skills.

The roll-out of a common career model (expert and management
career paths) for Erste Group was continued. Know-how, personal
and socia requirements for each career step were defined, corre-
sponding standardised training was made available.

As part of its positioning as an attractive employer, a group-wide
cross-border internal job market was established in October 2010to
encourage and facilitate mobility within the group. Since then em-
ployees can track career opportunitiesin theinternal job market and
get support in their personal development. The process guarantees
fairnessand transparency in the advancement of individua employ-
ees. Erste Group's mobility policy aimsat setting up common stan-
dards for issues such as salary and benefits.

Since 2007, Erste Group has been running a group-wide Talent
Career Management (TCM) process to identify, develop and retain
employeeswho demonstrate both high performance and high poten-
tial for further career growth. Participants are offered special inter-
national development programmes and career support. The Group
L eadership Development Program (GLDP), as one example of the
TCM devel opment programmes supportsimproved identification of
leadership talent and its further development in line with Erste
Group's leadership competency model. In 2010, the second GLDP
classwent through the devel opment modul es and started theinterna-
tional job rotation phase.

An improved systematic process to identify, develop and retain
potential successors for strategic key positions across Erste Group
was launched in 2010 and will be executed in 2011. The theme
behind these changesis “ A leading bank needs leading people”.

The popular and highly successful Erste Group Junior Trainee Pro-
gramme started with the third group of trainees. The programmeis
designed to teach fundamental knowledge in risk management,
corporate banking, treasury, investment banking and real estate.
After oneyear of intensive on-the-job-training aswell asclassroom
education, the programme endswith an exam, aproject presentation
and afinal hearing. So far, 66 trainees from all Erste Group coun-
tries have successfully finished the trainee programme. The current
25 trainees also benefit from a co-operation with University of
Vienna, which features a reduction in time and fees for further
academic studies, for those successfully passing the trainee pro-
gramme.

In close co-operation with the respective business lines, specific
collegesfocusing on risk management, trading, investment banking,
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corporate and private banking as well as controlling were offered.
The purpose of the business collegesisto provide expert knowledge
and a homogeneous understanding of standards and processes
within Erste Group at fundamental, advanced, and excellencelevels.

An additional important tool underpinning Erste Group’s HR pro-
grammeis performance management which alignsindividual targets
for employees with the bank’s goals in order to improve overal
performance. The concept unites business performance and compe-
tency performance criteria; each individua employee'sbehaviour is
measured against certain competency criteria. Theregular Employee
Appraisal Dialogue (EAD) is one of the central performance man-
agement tools available to managers and employees.

The 360° leadership feedback was further enhanced in 2010. To
support group-wide leadership development, Erste Group imple-
mented a multi-source feedback project. Each evaluee received
structured input from their working environment superior(s), peers,
and subordinates.

One of the main HR goals in 2010 was to devel op the new group-
wide compensation policy for Erste Group’s senior management. It
respects FSB (Financial Stability Board) principles which werein
placeat that time and antici pates the Capital RequirementsDirective
which came into force in Austria early December 2010. The major
elements of the compensation policy are the following: aminimum
profitability of Erste Group, which is defined as the ability to pay
dividends aswell asinterest on participation capital, is a precondi-
tion for any bonus payout. Variable compensation is subject to
fulfilment of group and individual targets, and balancing key per-
formanceindicators (K PIs) which take therisk profileaswell asthe
capital requirement into consideration. Parametersare both quantita-
tiveaswell asqualitative. The magjor part of variable compensation
(2/3) is deferred. Any malus awarded for losses at group or divi-
sional level, for personal misconduct, for breaches of risk rulesand
for missing performance targets in the following years might wipe
out the deferred portion compl etely. The model will befine-tunedin
2011 as soon as al regulations in Erste Group's EU countries are
implemented.

Health care remained a key concern for Erste Group employeesin
2010. In the last quarter, the bank’s central health centre started an
evaluation of health measures and initiatives in all countries. To
improve the overall service and intensify the cooperation of all
health care personnel acommon group wide strategy will beimple-
mented. Local needs and national differencesin health care will be
considered.

Erste School of Banking and Finance alignsthe group widetraining
and education activities. Its mission is to increase the potential of
every individual employee at every level, and to advance the bank
asawhole by enhancing skills, by encouraging the sharing of ideas
and by providing opportunities for personal development.
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“Learn. Reflect. Exchange. Network” is the motto of a series of
lectures open to all interested employeesthat is organised by Erste
School of Banking and Finance in co-operation various business
lines. In 2010, 19 summer lectures were organised; speakers in-
cluded board members aswell asrenowned external experts. More
than 1,000 attendees were discussing topics of broad interest from
banking and beyond. The success of these lectures has lead to a
monthly seriesin Viennaand to further lecturesin all Erste Group
countries over the year.

Key staff indicators — (Austria, ex savings banks)

2010 2009 2008
Employee turnover 4.8% 4.4% 5.1%
Sick days per year 7.8 7.6 6.8
Training days per year 25 2.9 3.2
Women in management
positions 26.7% 25.4% 24.4%
Share of part-time staff 25.3% 23.6% 21.6%
Share of female part-time
staff 79.8% 83.4% 84.9%

Whereas the financia sector worldwide widely used redundancies
as a common crisis management tool since 2007, Erste Group im-
plemented agroup-wide programme with aview to avoid employee
layoffsfor economic reasons. The bank devel oped efficiency meas-
ures, optimised processes and systems and increased productivity.
But the combination of modest growth forecasts and expected
fiercer competition among banksfinally made changesin staff count
necessary to remain competitive.

In 2010, Erste Bank Hungary announced plans to lay off 250 em-
ployees as part of a collective redundancy. Due to intensified cost-
efficiency efforts, eventually 193 employees were made redundant.
Ceska spotitel nareduced the number of board membersfrom seven
to five, in the first quarter 2011 a headcount reduction will follow.
The bank announced 550 redundancies, both in headquarters and
branches, which represents a 5% reduction of staff. An outplace-
ment programme and a fair compensation model will be set-up for
the affected employees.

In Austria, 239 employees participated in 2010 in voluntary cost
saving measures such as sabbaticals, diding scale pensions or part
time jobs.

Activities by Erste Group’s subsidiaries

Erste Group Oesterreich continued to prioritise training and educa-
tion of financia advisors and account managers to maintain and
enhance the quality of customer service. The focus for newly re-
cruited staff and existing employees was on training hands-on spe-
cialist banking knowledge and individual development.

Regular employee surveys continued to check employee engage-
ment and satisfaction. Over the years, positive leadership remained
the most powerful factor influencing motivation. Erste Bank
Oesterreich incorporated this principle in its training programmes
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under the assumption that employees, who enjoy their work are
more efficient and generate better results.

1,200 employees of Erste Bank Oesterreich and Erste Group Bank
AG (the holding entity) participated in the preventive health check
with special emphasison early recognition of risk factorsfor cardio-
vascular diseases. Extensivelifestyle consultation and balanced diet
counselling complemented the health check. In addition, special
screenings and check-ups such asearly recognition of smokers' lung
or melanoma screening were offered.

Erste Group’shealth centreisnot only addressing potential physical
health problems ranging from accidental injury to cardiovascular
disease but also mental health problems. An increasing number of
managers and employees took up the offer for work psychology
counselling which was first introduced 3 years ago.

Stress management and burn-out prevention remained on the
agenda. Training for management and employees aiming at early
recognition and relaxation techniques were made available.

While according to official statistics 10% of all sick daysinAustria
wererelated to mental health problems (e.g. psychological distress,
burnout, and depression), the corresponding figure for Holding
employees was 5%, for Erste Bank Oesterreich 6%.

At Romanian subsidiary BCR, an external consultancy company
organised the second run of the employee opinion survey, with
almost three quarters of the employee base participating. Theresults
of the 2010 survey indicated that the employees overall satisfaction
improved compared to thefirst study and againis clearly abovethe
Romanian average. According to the survey, BCR employees
showed a high level of loyalty. BCR was perceived as one of the
best companiesin the banking industry and as promoting high stan-
dardsin business conduct.

Within the framework of the BCR Star Awards employee recogni-
tion scheme, prizes were awarded for the first time in 2010. BCR
employeeswereinvited to nominate coll eagues who made meaning-
ful contributions to the respective team or the business in general
and inspired others. 45 final award winners were selected from 500
nominees.

Furthermore BCR encouraged empl oyeesto contribute to the ongo-
ing improvement of customer service. In May 2010, BCR Progress
— a permanent idea scheme that is open to al employees — was
launched; in the first months of its existence, 530 ideas were regis-
tered. Ten percent of those ideas were selected, discussed with the
process owners and approved for implementation.

In line with Erste Group’s policy, Erste Bank Croatiainvested into
education, improvement of working conditions and employee
health. For example, every employee had access to a systematic
health check-up and anumber of other preventive measures such as
vaccination against the seasonal flu.

Toimprovethe organisational culture, Erste Bank Serbiacontinued
the promotion of corporate values. In 2010, the bank nominated
value ambassadors — employees who best represent valuesin their
work attitude, communication style, and cooperation with col-
leagues. Employee education, in line with the overall strategy of
Erste Group was continued. More than 700 employeestook part in
courses aiming at increasing productivity and at enhancing the
overal service quality.

At Slovenské sporitel'ia employees had access to training to im-
prove their professional skillsbut also to grow on a personal level.
Asin other countries, specia health care benefits were introduced.
In addition, a Children’s Day was introduced in 2010. Children of
head office employees were invited to spend half aday at the work
place of their parents and to learn more about their profession.

ENVIRONMENT

Erste Group intensified and streamlined its environmental effortsin
2010 by setting up an environmental policy and corresponding
guidelines. Special emphasis was put on efforts to continuously
reduce the environmental impact of direct and indirect activities of
the bank and to assume socia responsibility both internally and
externally. To make a noticeable difference, raising awareness for
environmental topicswith employees, customersand investorsalike
iscrucial.

Environmental issuesand sustainable environmental protectionwill
be integrated more effectively into Erste Group’s core business
operations. Asafirst step, agroup-wide strategy was developed by
the environmental management team with the supported of employ-
ees of various divisions and sponsored by the Board. The team's
function is to ensure that staff are actively included in environ-
mental initiatives by providing information, engaging in communi-
cation and actively encouraging to integrate environmental consid-
erations into the day-to-day business.

Erste Group’s environmental policy defined a core objective and
two organisational measures as the main pillars:

a) Reducing carbon emissionsby 15%in 3yearsin coopera-
tion with the WWF Climate Group

b)  Appointment of an Environmental Manager

c) Implementation of Environment Management System
1SO 14001, theinternational environmental management
standard.

Medium-term priorities in terms of policy implementation will
focus on the following areas:

_ Climate change & energy: improvement of energy effi-
ciency in all business locations and branches, alignment
of vehicle fleet management with environmental protec-
tion and ecological principles, reduction of business
trips, increased use of renewable energy.
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_ Ecological construction: integration of sustainability
standards in existing and newly built offices and busi-
ness sites.

_ Sustainable supply chain: updated purchase guidelines
incorporating social and ecological criteriaand minimum
requirements for suppliers.

_ Green IT: introduction of an efficiency measuring system
for energy management, energy and resource efficient
software solutions, implementation of internal standards
for sustainable hardware purchases, resource efficient
re-design of the data centre, continuous optimisation of
IT processes.

_ Resource & waste management: establishment of elec-
tronic document management, optimisation of the inter-
nal waste separation system, waste management infor-
mation and training of employees.

_ Sustainable business practices: draft sustainable financ-
ing and investment criteria, policies for lending to so-
cially and environmentally sensitive sectors, participation
in international treaties.

_ Product development: focus on sustainability.

_ Environmental sponsoring: selection of projects related
to Erste Group’s core business and regional focus.

In line with the overall group policy various projects were carried
out in all Erste Group markets.

The effects of banking operations on the natural environment in
Austria were quantified according to the GRI standards (Global
Reporting Initiative) and the Greenhouse Gas Protocol of the World
Business Council for Sustainable Development (WBCSD).

Theenvironmental datafor 2010 (energy, water and waste, mobility
data and paper consumption) referred to the business sites of Erste
Bank Oesterreich, Erste Group Bank and to individual subsidiaries
and comprised 4,450 employees.
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Key environmental indicators *

2010 2009 2008
Flight distance (km per
employee) 1,857 2,174 2,803
CO,-emmissions (tonnes
per employee) 1.8 1.9 2.2
Water consumption (m® per
employee) 10.0 6.0 *
Copy paper consumption
per employee 48.8 41.4 42.6
Recycling ratio (%) 72.6 70.5 *
Electricity consumption
(kWh per employee) 3,871 4,322 5,133
Heat energy consumption
(kWh per employee) 88.7 79.7 87.9
Waste (kg per employee) 273 206 *

*) Due to the reorganisation of data collection, no figures of comparison are available for 2008.
General note on this table: in case of availability of more accurate data, historic data was adjusted.
Data on water consumption 2009 is based on 1,304 employees.

CO, emissions per employee were reduced year-on-year by 8.33%
to 1.76t/employee (cal culated for Erste Bank Oesterreich and Hold-
ing). Considerable savings were achieved in electricity consump-
tion. The success was attributable to internal activities to raise
awareness among employees and to innovative I T features. How-
ever, the savings in electricity consumption (-13.4%) were nearly
fully eroded by the higher heating costs due to the weather condi-
tions. Astheresultsfor paper consumption and general waste output
did not improve, these areas will be environmental key issues in
2011.

Key issues in 2010

New standards in mobility management: An upper limit of 130g
CO;, per kilometre for new acquisitions for the vehicle fleet was
defined in the general procurement rules of the bank.

Smart Shut-down & Switch-on: The installation of new software
programs to automate the turning on and shutting down of com-
puters helped to substantially cut electricity consumption.

Participation in the resolution “Green Savings Bank Sector” of the
European Association of Savings Banks (ESBG): Within the scope
of the project, Sparkassen Objekt M anagement GmbH (sOM) coor-
dinated for thefirst timethe collection of environmental datafor the
entire savings bank sector in Austria.

In 2010, BCR's environmental activities continued to focus on the
more efficient use of electricity, fuel and water, and on increasing
awareness towards environmental issues e.g. through an environ-
mental and social risk analysis course.

To reduce energy consumption, BCR started equipping 650
branches with LED signs instead of neon signs. BCR has been
continuously expanding the range of paper-free solutions and ser-
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vices. The bank introduced a modern paper recycling systemin all
buildings of the Bucharest headquarters.

Erste Bank Croatia developed special environmental |oan models
(eco loans) for theretail and corporate segment. Examplesfor con-
sumer eco loans are the funding of energy saving renovationsor the
usage of renewable energy for housing.

On the commercial side, special emphasiswas put on thefinancing
of wind farms, solar power and hydro-electric power plants. It is
planned to devel op new products and structured credit lines for the
financing of investments in renewable energy sources and energy
efficiency.

Practical measures of the bank included the usage of energy saving
light bulbsinitsfacilities, LED-lit advertisementsthat significantly
save energy and ozone-friendly air-conditioning units. Through
regular maintenance the safe and efficient working condition of all
devices was safeguarded, which contributed to their longevity and
indirectly lowered environmental pollution.

During 2010, Erste Bank Serbia granted loans of EUR 5 million to
renewable energy projects, such as two mini hydroelectric power
plants with the total capacity of 4.6 MW in one of the most under-
developed municipalitiesin Serbia. The bank ran numerousinternal
environmental initiatives: recycling office paper and toner car-
tridges, promotion of eco bags instead of plastic bags, printing of
publications on paper certified by FSC (an independent, non-
governmental, not-for-profit organization established to promotethe
responsi ble management of the world’s forests) and use of energy-
saving light bulbs at all bank facilities.

Erste Bank Hungary laid strong emphasis on increasing energy
efficiency both in its headquarter and in the branch network. The
bank’s headquarters is now equipped with motion sensor lighting.
The operation and optimum positioning of the elevators is pro-
grammed for energy efficiency. Heating and air conditioning sys-

tems work at night and weekends in energy-efficiency mode. In
order to reduce paper consumption, the bank also implemented the
option of cash withdrawal without printed receiptsat itsown ATMs
and it isone of the objectives of the bank to switch to recyclableand
environmentally friendly paper.

Erste Campus, the new group headquartersin Vienna on the site of
the now defunct Stidbahnhof railway station, will beamilestonefor
the environmental policy implementation. Sustainability, energy
efficiency and economic viability were core criteria of the project;
construction start is scheduled for the second half of 2011.

Erste Campus will accommodate all divisions and subsidiaries in
Vienna on one site for the first time, thus significantly reducing
travelling.

Environmental focus 2011

The new organisational unit Group Environmental Management will
continue its efforts to integrate activities for environmental and
ecological sustainability into the business practices of the entire
Erste Group.

Key requirementsfor achieving the environmental targetsincludea
more detailed collection of environmental data from the organisa-
tional unitsin Austriaand in CEE.

The specific CO, footprint per employee will be again reduced
substantially in 2011 by the switch to hydropower.

Increase energy efficiency: Optimisation in cooling, heating, and
ventilation aswell asthe consistent avoi dance of stand-by modefor
technical equipment.

Raising internal awareness. One of the most effective measureswill

beinformation and training for employees. Special emphasiswill be
put on paper consumption and waste separation.
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Erste Group Share

The shares of Erste Group Bank AG performed excellently in 2010,
rising 34.8% despite continued high global stock market volatility.
This performance was achieved on the back of the solid
devel opment of the Group'sbusinessaswell asthe general recovery
in stock markets last year and despite the follow-on effects of the
financial crisis such asthe weakness of the euro.

DEVELOPMENT OF STOCK INDICES

Uncertainty fuels market volatility

In 2010, international stock markets were influenced by the after-
math of the US housing crisis that started in Q3 2007. Market par-
ticipants focused their attention on government and central bank
measuresin addition to closely monitoring global economic trends,
government debt and the weakening euro —which altogether led to
increased volatility. Despite the solid performance in the fourth
quarter, only afew of the major stock indices managed to close the
year in positive territory.

The US Dow Jones Industrials Index rose 11% to 11,577.51 points
in 2010. The broader Standard & Poor’s 500 Index advanced 12.8%
to 1,257.64 points. Portfolio switching from bonds to equities re-
sulted in double-digit growth rates for the major US stock indices.
In Europe, the performance was mixed dueto the diverging investor
sentiment. At a gain of 16.4%, Austria's ATX (Austrian Traded
Index) beat the German DAX, which profited from positive eco-
nomic indicators, by anarrow margin (+16.1%). The London Stock
Exchange rose 9%. Some stock markets in the euro zone declined
though: the Athens stock market lost 35%, Madrid 17%, Dublin 3%
and Lisbon 4%.

Focus on government debt

The billions spent on bailout and economic stimulus packages by
governments and central banks to keep the financial system from
collapsing and to boost the economy caused deficits and overall
debt levelstorise steeply in many of the countrieswherethesewere
excessively high even before the crisis. The deterioration of the
situation in Greece and the credit rating downgrades at a number of
countries (Portugal, Ireland, and Spain) accelerated the decline of
the euro versus the USD and other currencies. To fend off specula-
tion against the euro and to safeguard the common currency, the EU
member states agreed on the European Financial Stability Facility
(EFSF) — a rescue package worth EUR 440 hillion. In addition,
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governments announced fiscal tightening measuresin order to con-
solidate budgets and restore public finances. The euro hit its year
low in June when it dropped below 1.20 vs. the USD following a
year high of 1.45 in mid-January. The single currency closed the
year at 1.3272 vs. the USD in European trade. The euro’s decline
and theinsecurity among investors drove the price of gold to anew
record high of USD 1.424/troy ounce at the beginning of December.

Central banks continue expansive monetary policy
Investors closely monitored international austerity schemesand the
effects of planned consolidation and debt-reducing measures on
economic growth. Uncertainties over the pace of economic recovery
and mixed economic indicators heightened concerns among inves-
tors and led to increased volatility on financial markets.

The information available for the US economy at year end till
pointed to muted growth. In contrast businessindicators and macro-
economic datain Europe, especially in Germany, indicated a stead-
ily progressing economic recovery. The US Federal Reserve con-
firmed that it would likely keep key lending rates at exceptionally
low levels for an extended period and that it would continue its
policy of “quantitativeeasing” (purchasing US government bonds).
The ECB (European Central Bank) revised its forecasts for eco-
nomic growth for 2010 and 2011 slightly upwards, but nonetheless
stood by its expansive monetary policy with unchanged low interest
rates.

Banking stocks declined as a result of the Greek sovereign debt
crisis, concerns over liquidity and European banks’ accessto fund-
ing. After the Stoxx Bank Index dropped by more than 20% in the
first half of 2010, banking stocks recovered briefly in the third
quarter when the ECB announced it was prolonging its policy of
unlimited liquidity for the European banking sector until April 2011.
Anxiety over the potential sovereign default of several euro zone
member countries triggered another double-digit decline in the
banking index in the fourth quarter. Additionally, sluggish earnings
weighed on European banks. The Stoxx Bank Index, which tracks
leading European banking stocks, was down 25.5% to 161.90 points
last year.

ATX - best-performing European stock index
TheAustrian stock market largely followed global markets|ast year.
Inthe second quarter, the ATX dlipped 13.5% along with the double-
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digit decline of international stock markets. Due to their heavy
weighting intheindex bank stockswerethe primary contributorsto
this trend. However, rising stock prices in the third quarter — bol-
stered by the global stock market recovery and positive sentiment
created by the reporting season in Austria — more than offset the
previousdecline of the ATX and the negative impact from anumber
of capital measures. In the fourth quarter, Austria’s lead index sur-
passed all other major indices, gaining 14.3%, partly driven by
elevated local buying interest ahead of the introduction of the new
capital gains tax in Austria. This tax of 25% on investment gains
will apply to al purchases asof 1 January 2011. The ATX (Austrian
Traded Index) closed 2010 at the year high of 2,904.47 points, up
16.4%, substantially outperforming other European indices.

DEVELOPMENT OF THE
ERSTE GROUP SHARE

Erste Group share outperforms European banking
index and ATX in 2010

The Erste Group share was exposed to substantial volatility in 2010.
Positiveanaysts' recommendations more than offset negativeinter-
national effects in the first quarter. Nevertheless in the following
quarter, the Erste Group share al so declined significantly. The stock
hit its year low on 7 June at EUR 25.10 following the general sell-
off in banking stocks caused by the Greek sovereign debt crisis.

Thedeclinenearly fully eroded the positive performance of thefirst
quarter of 2010, but in the second half of the year, the Erste Group
share rebounded. On the penultimate trading day of 2010, the stock
climbed to its year high of EUR 35.59, an increase of 40.0% com-
pared to the year-low.

Solid operating performance despite the harsh environment for
banks as well as the upbeat sentiment spread by analysts after the
Capital Market Day organized by Erste Group were decisivefactors
for this achievement. Based on the extensive information provided
on the development of business of Erste Group, credit growth, the
expected trend in risk costs and non-performing loans aswell ason
the effects of Basel |11 on the capital base and repayment of partici-
pation capital, most analysts confirmed their positive view of the
Erste Group stock.

At year-end 2010, the Erste Group share stood at EUR 35.14, up
34.8% on the previous year-end, outperforming both the ATX
(+16.4%) and the Stoxx Bank Index (-26.5%).

Turnover and market capitalisation

The number of outstanding shares rose from 377,925,086 by
251,635t0 378,176,721 at year-end 2010 due to the employee share
ownership programme. As a result of an increased stock price, the
market capitalisation of Erste Groupimprovedin2010to EUR 13.3
billion versus EUR 9.8 billion at year-end 2009.

In 2010, turnover in Erste Group stocks went up along with the
higher averageturnover ontheViennaStock Exchange. On average,
daily turnover was EUR 60.8 million in 2010 versus EUR 53.5
million for 2009 or arise of 14%. Daily turnover value on the Pra-
gue Stock Exchange (PSE) on which the Erste Group stock has been
listed since October 2002 reached EUR 8.1 million. On the Bucha-
rest Stock Exchange (BVB) on which the shares of Erste Group
have been traded since 14 February 2008, average daily turnover
valuewas EUR 168 thousand compared to EUR 185 thousand in the
previous year.

Performance of the Erste Group share*

DJ Euro
Erste Stoxx
Group Bank
Share ATX Index

Since IPO (Dec 1997) 217.1% 122.6% -
Since SPO (Sept 2000) 199.1% 148.6% -54.1%
Since SPO (July 2002) 101.7% 138,1% -35.7%
Since SPO (Jan 2006) -21.9% -25.5% -57.4%
Since SPO (Nov 2009) 21.2% 11.5% -29.1%
2010 34.8% 16.4% -26.5%

*) IPO ... Initial Public Offering, SPO ... Secondary Public Offering.

DIVIDEND POLICY

Erste Group'sdividend policy isto distribute between 20% and 25%
of annual net profit as dividend to our shareholders. The manage-
ment board will propose an increased dividend of EUR 0.70 per
share to the general shareholders meeting on 12 May 2011. This
dividend policy permits Erste Group to reinvest most of the net
profit, thereby strengthening the bank’s equity base and allowing
shareholders to participate in the future growth of the business.
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Erste Group will retainits policy of paying adividend contingent on
the bank’s profitability, growth prospects and its capital require-
ments.

INVESTOR RELATIONS

In 2010, Erste Group's management and the investor relationsteam
met with investors at numerous one-on-one and group meetings.
Erste Group presented its strategy in the context of the current
operating environment at a series of road shows in Europe and the
US, and at itsquarterly earningsconference callsaswell asinterna
tional banking and investor conferences organised by UniCredit,
Nomura, Cheuvreux, Wood, Morgan Stanley, ING, KBW, UBS,
Deutsche Bank, Bank of America Merrill Lynch, Goldman Sachs,
HSBC and Citigroup.

On 12 April, an internet chat with Erste Group’s CEO was held for
the tenth time. The chat was a chance for many retail investors and
the broad public to communicate directly with the chairman of the
management board, Andreas Treichl.

On 18 June, 251,635 new shares issued by Erste Group under the
employee stock ownership programme (ESOP) started trading on
the stock exchanges of Vienna, Prague, and Bucharest. This issue
raised the number of Erste Group shares from 377,925,086 to
378,176,721.

On 4 October 2010, Erste Group held its 7th capital marketsday in
Dubrovnik, Croatia. The management board of Erste Group pre-
sented an overview of current developmentsin the various business
areasin Austriaand in Central and Eastern Europe. The presenta-
tions covered macroeconomic developmentsin theregion and their
impact on local banks. In addition, Erste Group’smanagement gave
an overview of the effects of the changed regulatory framework on
business and balance sheet strategy.

In total, management board membersand theinvestor relationsteam
of Erste Group conducted 491 one-on-one or group meetings with
international and Austrian investorsin 2010 (2009: 544 meetings).

The strong interest in Erste Group was reflected by the numerous
research reports that were published about the company. A total of
28 investment firms covered Erste Group, four of which initiated
coveragein 2010.
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Research reports on Erste Group

Atlantik Ft, Autonomous, Cheuvreux, Citigroup, Concorde,
Credit Suisse, Cyrrus, Deutsche Bank, Evolution, Goldman
Sachs, HSBC, ING, JP Morgan, KBC, KBW, Kepler, Mac-
quarie, Mediobanca, Merrill Lynch, Morgan Stanley, Nomura,
RCB, Standard & Poor’s, Silkroute, SocGen, UBS, UniCredit,
Wood



CEO Letter | Management Board | Supervisory Board Report | Corporate Governance | Corporate Social Responsibility | Erste Group Share | Strategy | Management Report | Segments | Financial Statements

Strategy

Consistent strategy underpins our solid performance
We have consistently followed a real economy-focused business
model since going public in 1997. This strategy has performed
remarkably well through the financial and economic crisis of 2008
and 2009, which exposed the weaknesses of business models that
strayed away from the traditional banking model. Bank strategies
that were not built on lending responsibly (in termsof loan-to-value
and debt serviceratios) or that did not strike a reasonable balance
between customer segments and geographies had to be adjusted;
however, we significantly improved our operating performance and
were thus able to comfortably absorb increasing default rates and
higher risk costs. At the sametime, we enhanced our capital position
and improved our funding mix.

Erste Group’s strategy rests on 3 pillars
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Thekey elements of our strategy have beenin placesincetheinitial
public offeringin 1997. Thefact that even during difficult economic
timesno material changeswere required istestament toitsquality in
terms of sustainability and balance, and a key competitive advan-
tage. Overall, our strategy continues to rest on three pillars: the
business focus pillar identifies the development of our retail and
SME banking operations as our key activity; the geographic focus
pillar defines Central and Eastern Europe as our home market and
the efficiency focus pillar links these two, by setting out the vision
of operating as efficiently as possible. The efficiency pillar covers
all aspects of the business, rather than being confined to organisa-

tional efficiency or cost management; in 2010 themain topicsinthis
respect continued to be the efficient management of capital and
liquidity resourcesin light of the discussion about the future direc-
tion of banking regul ation and the management of the operating cost
base in response to the slowly recovering operating environment.

Business focus —retail & SME banking

A clearly defined business focus lies at the core of our operations:
we directly serve 17.4 million customersin eight core markets and
operate some 3,200 branches, aswell as state-of -the-art alternative
distribution channels, such as internet and phone banking. Hence,
while we do have substantial operations outside retail and SME
banking, retail and SME banking isour core competence. Thiscore
competence in retail and SME banking is a direct result of the
bank’s history and accordingly woven into Erste Group’s genetic
fabric. In 1819, wealthy Viennese citizensdonated fundsin order to
establish Erste Group's predecessor, a savings bank. They aimed to
bring affordabl e banking servicesto wide sections of the population.
Thisgoal isjust asvalid today asit was some 190 years ago, espe-
cialy against the backdrop of operating in Central and Eastern
Europe.

In today’s context, retail and SME banking is attractive to us for a
number of reasons: it offers a compelling business case that is built
on market |eadership, afavourablerisk-reward profile and the prin-
ciple of self-funding; comprehensive scope in terms of product
offering, covering simpleand understandabl e products with substan-
tial cross-selling potential; and, the opportunity to operate in well
diversified markets both geographically and in terms of market
maturity. In short, our retail and SME banking model allows for
sustainabl e, deposit-funded and profitable growth evenin economi-
cally more challenging times.

The business case is characterised by a number of favourable pa-
rameters: market leadershipin all key countries gives usacompeti-
tiveedgeintermsof pricing power, makesit easier to attract depos-
its, especially intougher economic times, and offersamorediversi-
fied revenue base. The business case al so benefitsfrom afavourable
risk reward profileresulting in alower level of revenue and risk cost
volatility than experienced in corporate or investment banking.
Conseqguently, our earnings growth has historically been strong and
stable, our provisioning levelsonly changed gradually over timeand
as aresult our capital requirements are lower.
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Whilein aslow growing economic environment short-term earnings
growth can be insignificant, risk costs may decline only gradually
and capital requirementswill rise as aresult of new regulation, we
strongly believethat due to the continued underpenetration of most
of our markets the retail and SME business will remain profitable
throughout the entire business cycle.

Our retail and SME banking activities are not focused on a niche,
but cover acomprehensive range of standard banking products that
aresimple, easy to understand and serve actual customer needs. The
depth of the product range, comprising current accounts, debit and
credit cards, depositsand investment products, aswell asmortgages
and consumer loans, also trandlates into meaningful cross-selling
potential within the existing customer base. The wide product mix
also addsto customer and geographic diversification and meansthat
we can draw on our broad product knowledge in mature markets
and selectively apply those retail and SME banking products that
are most suited to our clients' needs in less developed markets.

Another positive factor is the diversification across customer seg-
ments and countries, which is aresult of operating in a portfolio of
marketsthat are at different stages of economic development: Aus-
tria is a mature and stable banking market, the Czech Republic,
Romania, Slovakia, Hungary and Croatia are developing transfor-
mation economies, while Serbia and the Ukraine are emerging
banking markets. In terms of customers, we mainly service private
individualsin the mass and mass affluent market segments, the self-
employed, and micro aswell assmall and medium-sized enterprises.

Geographic focus — Central and Eastern Europe

In the late 1990s, we came to the conclusion that our long-term
future asan independent bank was very much contingent on finding
new marketsoutside Austria. At that time growth opportunitieswere
limited, leaving only repeated cost cutting exercises as a way to
improve the bottom line. As a result, we decided to make a long-
term commitment to the markets on our doorstep that had arealistic
prospect of EU membership, essentially our neighbouring countries
in Central Europe—the Czech Republic, Slovakia, Hungary, Croatia
and Slovenia. We defined an extended home market of 40 million
people with the clear intention to enter these markets by making
selected acquisitions. In Austria, we pursued a policy of seeking
closer integration with the savings banks sector in order to increase
scale, offer our clients better value and work more efficiently.

Sincethen we havefar surpassed our initial goals. Our home market
now covers a contiguous region of 120 million inhabitants, we
service 17.4 million customers (of whom 16.1 million are residents
of the European Union), we have successfully integrated more than
ten acquisitions in Central and Eastern Europe, and in Austria we
have made a quantum leap forward in our efforts to work more
closely with the savings banks through the establishment of a new
cross-guarantee system. This agreement formsthe basisfor awide-
ranging cooperation between Erste Group and the savings banks
covering such areas as common back office structures, common
marketing and common product devel opment.
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Creating a favourable risk-reward profile was always at the fore-
front of our expansion into Central and Eastern Europe. We
achieved this by committing large investments to lower-risk EU
member countries, such as the Czech Republic or Slovakia, while
limiting exposure to high potential but high risk, non-EU member
countries, such as the Ukraine or Serbia. This has yielded great
benefits: shareholders have enjoyed sustainable earnings growth,
customers can access our comprehensive range of servicesin more
countries than ever before, and our employees have more develop-
ment opportunities than at any timein the company’s history. Con-
sequently, we will continue on this proven path, maintaining and
developing our footprint in Central and Eastern Europe.

Efficiency focus — a holistic approach to efficiency

Our aim to work more efficiently acrossthe group isadirect result
of our rapid expansion. It also reflects the realisation that a number
of tasks are more efficiently carried out on agroup-wide, standard-
ised basis, while sales efforts are best handled locally. In other
words, we aim to transform asuccessful group of banksinto an even
more successful banking group. To this effect, we established a
group governance model in 2008 that clearly sets out the responsi-
bilities of the holding company and the local subsidiaries.

The holding company — Erste Holding — executes classic steering
functions and is also home to the two operating divisions Group
Markets (GM) and Group Corporate and Investment Banking
(GCIB). These divisions consolidate debt capital marketsand treas-
ury activities on the one hand and equity capital markets, corporate
banking, real estate and international wholesale banking activities
on the other. This facilitates better group-wide coordination, im-
proved market presence and regional as well as industry-specific
customer service. The local subsidiaries run the local retail and
SME businesses. They are supported by group-wide platforms for
regional businesstopics (e.g. retail cross-selling initiatives) that aim
to ensure the adoption of best practices and exchange of experience
across the group.

The efficient management of the cost base is akey priority for us.
While we do not believe in blanket cost-cutting programmes, we
continuously and carefully re-examine all operating cost items.
Through thisbottom-up approach we uncovered vari ous opportuni-
tiesto achieve savingsin 2010, most notably in the area of non-staff
costs: weimproved our group-wide sourcing capabilities, e.g. inthe
IT areaand we scaled back our expensesfor third party consultants.
Overall, we managed to keep costs stable in 2010. This excellent
performance, which we view as sustainable, helped to push the
cost/income ratio down to 48.9%.

The efficient management of capital resourcesremained akey focal
point in 2010, particularly as the Basel Committee published new
proposal's on banking regulation, covering primarily changed capital
and liquidity requirements. While we believe that any new banking
regulation should reflect the political will for banksto returnto their
core business, i.e. collecting deposits and transforming them into
credit for the real economy, we continued to raise our capital ratios
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to levels unprecedented in our history: thetier 1ratio inrelation to
total risk rose to 10.2%, the coretier 1 ratio in relation to total risk
reached 9.2%, up from 8.3% a year earlier. This was a result of
rising internal capital generation and a decline in risk-weighted
assets.

LONG-TERM DEVELOPMENT DRIVERS

While business growth in the immediate future will likely be less
significant than prior to the financial and economic crises, we will
still briefly present the long-term devel opment patternsin our mar-
kets, aswell as the three most important determinants of our long-
term growth: theretail and SME business, wealth management and
the continued business devel opment within our existing CEE mar-
kets.

Development patterns

Our business model benefits from along-term growth profile that
extends over the next 15 to 20 years and is tied to the economic
catch-up process of Central and Eastern Europe. Whilethis process
is characterised by phases of faster growth aswell as retrenchment
periods, the underlying trend is clearly pointing towards a long-
term, sustainable growth path. Our business model derives its
strength from the fact that our markets are at different stages of
development. For this purpose, we have classified our marketsinto
three clusters: emerging, developing and mature markets.

Banking development stages
in transformation economies

Emerging Developing Mature
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Source: Local central banks, Erste Group.

Emerging markets are characterised by a GDP/capitalevel of below
EUR 5,000 and abanking asset penetration of some 60% or less; for
classification purposes, we use only GDP/capita as financial inter-
mediation measures can temporarily be misleading as a result of
unsustai nable growth burstsor adeclinein GDP, which outstripsthe
pullback in the banking market. Depending on the economic posi-
tion at the start of transformation, we estimate this period to take
between 5 to 20 years. Within our business portfolio, Erste Bank
Serbiaand Erste Bank Ukraine, our Serbian and Ukrainian subsidi-

aries respectively, operate in such markets. At this stage of devel-
opment growth is mostly derived from plain-vanilla banking prod-
ucts, such as savings and payments transfers as well as current
accounts and debit cards. While household loans usually play an
insignificant role at these levels of income, an increase in the
banked population istypically amajor source of growth.

Devel oping markets feature a GDP/capita between EUR 5,000 and
EUR 20,000 and a banking asset penetration ratio of anywhere
between 60% and 140%. We estimate that this stage lasts at least 15
to 20 years. Inthisperiod, retail lending comes of age and transfor-
mation countriesreach alevel of wealth that facilitatestheintroduc-
tion of more sophisticated banking products, such as mortgages,
credit cards and consumer loans as well as weath management
products. Our central European businesses in the Czech Republic,
Slovakia, Hungary, Croatia and Romaniafall into this bracket.

Mature markets are defined by a GDP/capita in excess of EUR
20,000 and banking asset penetration north of 150%. Thesetend to
offer only selected growth opportunities and typically only grow in
line with GDP. We find it useful to operate in such markets to the
extent that we can draw on experience and transfer knowledge to
less developed markets. Depending on the factors that influence
market structure, the most significant of whichis shareholder orien-
tation or the lack thereof, these markets can either be very profitable
such asin the UK, or less so, such asin Austria or Germany.

Retail and SME business growth

In many of the countriesin which we operate, modern retail banking
services except for depositswere non-existent just acouple of years
ago. On the lending side, this was firstly because nominal and real
interest rates were high, secondly because disposable incomes did
not support household credit growth, and thirdly, because of the lack
of a healthy competitive environment due to high levels of state
ownership. All thishas changed over the past few years: in devel op-
ing transformation economies interest rates are in the process of
convergence or have already converged, disposable incomes have
risen strongly on the back of overall GDP growth, and most state
banks have been sold to foreign strategic investors so fostering
product innovation and competition. Even in the face of the recent
economic slowdown and temporary negative effectsfor the banking
systemsin Central and Eastern Europe, this powerful combination
will be the driver of future development.
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Customer loans/capita in CEE (2010) in EUR thousand
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The comparison of per capitaindebtednessin Central and Eastern
Europe with that of mature economiesreveal san enormous gap that
existseven today. Countries such as Hungary and the Czech Repub-
lic, but also Croatiaand Slovakia, are many yearsaway from reach-
ing Austrian, let alone West European levels of loans per capita;
even on arelative basis these countries are far off Western levels.
This picture is even more conspicuous in emerging economies:
levels of private sector and especially household indebtedness in
Serbia or Ukraine barely register on the radar screen in the context
of developed economies. Whilethe recent global economic decline
will likely lead to a new assessment as to the sustainable level of
debt, and to a gradual recovery in lending activity in Central and
Eastern Europe at | east in the short-term, we continueto believe that
credit expansion accompanied by long-term economic growth will
prove to be a secular growth trend, rather than a process that has
aready surpassed its peak.

Within the overall loan growth trend, we will particularly benefit
from our focus on retail customers. In ailmost all of our markets,
retail lending, particularly in the form of residential mortgages, has
only just started. A casein point is mortgage penetration: it equals
about 15% to 20% of GDPin our most developed markets, whileit
isstill substantially lower in Romania, Serbiaor the Ukraine. Even
in Austriathis measure only stands at about 25%, leaving room for
growth, whilein the European Union it reached an estimated 50%in
2010.

Wealth management

Ascustomers become more prosperous, another source of long-term
growth will bewealth management, which coversour affluent bank-
ing and fund management activities. I rrespective of when thisbusi-
ness actually becomes meaningful, we are already uniquely posi-
tioned to benefit from any such development: we dominatethe fund
management markets in our existing central and east European
universe with a market share of nearly 20%. In addition, we can
draw on our experiencein Austria, where we lead the market with a
share of 21.8%. Whilewe a so used to be activein thelifeinsurance
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business and established substantial footholdsin all key CEE mar-
kets, we have sold off these operations to Vienna Insurance Group
in 2008 and entered into a long-term distribution agreement with
them. This way, we will continue to benefit from the expected rise
in demand for insurance products over the long term.

The growth dynamics in fund management differ fundamentally
from those experienced in standard banking products, in so far as
meaningful growth typically kicksin at a later stage of economic
development. Based on historic trendsin countries such as Spain or
Austria, we estimate that growth in fund management reaches criti-
cal mass when nominal GDP/capita substantially and sustainably
surpassesthe EUR 10,000 mark. Almost all devel oping transforma-
tion economies, such asthe Czech Republic, Slovakia, Hungary and
Croatia have either surpassed or are closing in on thislevel. It isat
thislevel that we believe basic consumption needs are satisfied and
attention starts to shift towards providing for the future. A slowly
recovering economy is, of course, not conducive to substantial
growth in wealth management activitiesin the short term, asclients
focus on safety first and put any new money into deposit products,
rather than committing it to mutual or pension funds.

Fund management market shares (2010) in %
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Nevertheless, the divide in fund management between mature and
developing markets on the one hand, and between developing and
emerging transformation economies, on the other, is even more
pronounced than that experienced in the area of loans. Funds under
management per capitain Austria equalled EUR 17,300 at the end
of 2010, while the same figure stood at about EUR 1,100 and EUR
1,400 inthe Czech Republic and Hungary, respectively. In Romania,
the fund management market isinthe very early stages of devel op-
ment, with funds under management standing at EUR 60 per capita.
The same is true for Serbia, where total funds under management
amounted to only EUR 2 per capita at the end of 2010.
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Funds/capita in CEE (2010) in EUR thousand
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The wealth management opportunity isbest illustrated by astriking
comparison. At the end of 2010, we managed assets of EUR 32
billion in Austria, amarket of 8.4 million people. In our developed
central and east European markets, covering the Czech Republic,
Slovakia, Hungary and Croatia, which have acombined population
of just over 30 million, the same figure stood at only EUR 6.4 bil-
lion. While growth patterns were severely disrupted in 2008 and
20009, thelong-term trend still pointstowardsfaster growth in Cen-
tral and Eastern Europe. Based on the long-term catch-up trend,
developing CEE funds under management could reach 50% of the
Austrian levels within ten years.

Developing existing CEE markets

While we expect to be one of the major beneficiaries of the macro
trendsin retail and SME banking and wealth management in Central
and Eastern Europe, regional expansion through large-scale acquisi-
tions will no longer be the preferred way to grow the business, at
least not in the short or medium term, particularly considering that
we are aready operating in awell-diversified and underpenetrated
market of 120 million people. The existing market therefore offers
ample opportunities for business growth, even without adding fur-
ther markets to the portfolio.

Thequality of our existing franchiseisareflection of our measured
acquisition policy in the past that struck a sensible balance between
risk and return. In markets where political and economic riskswere
higher, typically in countriesthat had no immediate hope of joining
the European Union, we limited our investments to levels that
minimised our downside, while at the same time allowing us to
capture growth opportunities. Cases in point are our operationsin
Ukraineand Serbia. In theformer we effectively entered the market
through a greenfield operation, while in the latter weinitialy only
established aregional, instead of acountry-wide presence, reflecting
our assessment of the market at the time. To countries that had a
realistic prospect of speedy European integration, such asthosein
Central Europe, we committed substantial resources.

Irrespective of the actual market entry strategy, we always adhered
to a defined set of guiding principles in our expansion. Firstly,
within the EU we always bought a bank with a leading market
position or when thiswas not feasible, an operation that wefelt had
a chance of reaching a market share of 15% to 20% in terms of
clientsand/or retail products, either through bolt-on acquisitions or
organic growth. Outside the EU, our operations had to offer asolid
base to achieve such a market share if we saw fit. Secondly, any
new bank had to fit the existing network and be beneficial to our
clients. Thirdly, we only acquired majority stakesin order to exert
full management control.

As aresult of our successful acquisitions, we now occupy market
leadership positionsin key CEE countries such asthe Czech Repub-
lic, Slovakiaand Romania. We are also among thetop five banksin
Hungary and Croatia, and hold small market sharesin Ukraine and
Serbia. In markets where we already have a strong presence, our
goal isto maintain our market position; in other markets we will
carefully assess the business environment in light of the evolving
economic Situation and distinguish between short-term tactical
positioning and long-term growth. Even though, in the short-term
this might lead to the scaling back of operations in fringe markets,
such as Ukraine, we are firmly committed to all of our marketsin
thelong term, and hence, aim to expand our market share especially
in those countries of the eastern part of the European Union in
which we are currently underrepresented.

37



Management Report

ECONOMIC ENVIRONMENT IN 2010

The global economy grew by 4.8%in 2010, continuing the recovery
that started in the second half of 2009. This growth was mainly
driven by Asia where foreign trade and industrial output already
surpassed pre-crisis levels. By contrast, the recovery in the US and
in Europe remained subdued and was not sufficient to reverse the
trend of rising government debt and unemployment, which was a
direct result of thefinancial and economic crisis. Within Europe, the
economic development varied. In export-based countries such as
Germany, the economy has expanded robustly, accompanied by
declining unemployment and relatively low budget deficits. In the
countries of the EU periphery, which struggled not only with the
effects of the global recession but also with their own home-grown
problems such as insufficient competitiveness and decreasing real
estate prices, their economies either stagnated or contracted. Unem-
ployment rose and budget deficits remained high despite theimple-
mentation of very restrictive fiscal policies.

The Greek debt crisis escalated in April and triggered a decline in
international financial markets aswell as a depreciation of the euro
versus all major currencies. Only the joint decision of the EU and
the IMF to extend financial help to Greece, and the ECB’s resolu-
tion to buy government bonds of selected euro member statesin the
secondary market, helped to stabilise the situation. While the US
Dow Jones Industrial Index — just like the DAX and the ATX —
posted gains in 2010, equity markets in the peripheral countries
declined. The diverging global recovery trends were also reflected
in differing inflation rates, and in part, in contrasting monetary
policies. While, for example, the Chinese central bank raised the
key lending rate twice in 2010, the US Fed responded to the threat
of arelapseinto economic recession by making further purchases of
government bonds. National bank baseratesin nearly all developed
economies remained at historically low levels.

Boosted by strong export demand, economic growth recovered in
Austria too. In 2010 real GDP rose by 2.0%. Consumer demand
benefited from increased employment which recovered not only in
the service sector but also in industry. The unemployment rate con-
tinued to improve throughout the year to 4.5% at the year-end,
remaining substantially below the EU average of 10.1%. Therisein
consumer prices continued at amoderate pace, resultingin aninfla-
tion rate of 1.8% for the 12 months to December 2010. In order to
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contain public debt, the government adopted an austerity packagein
the second half of the year.

The economic recovery in Central and Eastern Europe was driven
mainly by the export sector. Open economies such as the Czech
Republic and Slovakia profited from robust economic growth in
Germany. Real GDPgrowth rosein most of Erste Group’s CEE core
markets, ranging from 4.3% in the Ukraine to 1.2% in Hungary.
Only Croatiaand Romaniasuffered further GDPdeclines: 1.4% and
2.1%, respectively. Nevertheless, with unemployment in the region
remaining at high levels, domestic demand has continued to be
subdued with consumer prices seeing little growth. One indirect
benefit of thislow domestic demand however, isthat higher global
energy and commodity prices, particularly from the second half of
the year, have not translated into higher inflation.

PERFORMANCE IN 2010

In 2010, Erste Group did not undertake any significant acquisitions
or disposals that might distort the underlying rates of changes out-
lined below.

Overview

In 2010, the operating result increased by 5.7%, from EUR
3,771.4 millionto EUR 3,987.9 million. Anincreasein net commis-
sionincome and net interest income aswell asrigorous cost control
contributed to the best operating performance in Erste Group’s
history.

Overall, operating income went up by 3.0% to EUR 7,804.7
million, compared to EUR 7,578.8 millionin 2009. Thiswasmainly
attributable to higher net commission income (+9.2% to EUR
1,936.0 million) and increased net interest income (+3.7% to EUR
5,412.5 million). By contrast, the net trading result decreased by
22.0% to EUR 456.2 million. As general administrative
expenses remained stable (+0.2% to EUR 3,816.8 million), the
cost/income ratio improved to 48.9% (2009: 50.2%).
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Operating income and operating expenses
in EUR million
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Net profit for the year attributable to the owners of the com-
pany rose by 12.4%, from EUR 903.4 million to EUR 1,015.4
million.

Cash return on equity, i.e. return on equity adjusted for non-cash
expenses such asgoodwill impairmentsor straight-lineamortisation
for customer relationships, declined from 9.7% (reported value:
9.1%) in 2009 to 8.2% (reported value: 7.7%) in 2010. This was
largely dueto an equity base that widened by 30% to an average of
EUR 13.3 hillion in 2010 (2009: EUR 10.0 billion).

Operating result and net profit for the year
attributable to the owners of the
company in EUR million
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Cash earnings per share in 2010 amounted to EUR 2.54 (re-
ported value: 2.33) compared to EUR 2.57 (reported value: 2.37) in
2009. This measure was also affected by the broader equity base.

Key profitability ratios in %
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Total assets increased by 2.1% to EUR 205.9 hillion since year-
end 2009. Thisrise was attributable to the switch to gross account-
ing of derivativefinancial instruments, aswell asto higher customer
deposit and customer loan volumes. The growth in customer busi-
ness was partly due to currency movementsin Central and Eastern
Europe (EUR/CZK, CHF/HUF, CHF/EUR). In contrast, the signifi-
cance of interbank business continued to decrease.

As risk-weighted assets declined, the solvency ratio improved
from 12.7% at year-end 2009 to 13.5% as of 31 December 2010. It
therefore remained well above the statutory minimum requirement
of 8.0%. Thetier 1 ratio in relation to total risk equalled 10.2% as
at 31 December 2010, compared to 9.2% at year-end 2009.

Dividend

At theannual general shareholders’ meeting, the management board
will propose adividend payout of EUR 0.70 per share (2009: EUR
0.65).

Outlook

All of Erste Group's markets in Central and Eastern Europe are
expected to record moderate economic growth in 2011. The Czech
Republic and Slovakia are set to build on the solid performance of
2010, while Romaniashould successfully emergefrom recessionin
2011, albeit with meaningful growth not expected before the second
half of the year. Hungary should benefit from an accelerating eco-
nomic growth rate, although admittedly from avery low base. Nev-
ertheless, in both countries, risk costs are expected to remain ele-
vated throughout 2011.

At group level, the macroeconomic improvement should result in
gradually declining risk costs and higher profitability. Thelatter is
expected to be supported by a solid operating performance as a
result of mid-single digit loan growth, resilient margins and strict
cost management. Rising fee income on the back of increased de-
mand for asset management products, insurance productsaswell as
debt capital market transactions should have an additional positive
impact on the operating result. However, net profit will be adversely
affected by extraordinary items such as the banking tax in Austria
(c. EUR 100 million post-tax in 2011) and Hungary (c. EUR 35
million post-tax in 2011). Overall, Erste Group’simproved ability to
generate retained earnings enabl esit to redeem participation capital
with no need to raise equity.

ANALYSIS OF PERFORMANCE

Net interest income

Net interest incomerosefrom EUR 5,220.9 millionin 2009 by 3.7%
to EUR 5,412.5 million. The netinterest margin (net interest income
as a percentage of average interest-bearing assets) remained stable
inAustriaand Central and Eastern Europe, resulting inagroup-wide
net interest margin of just above 3.0% in 2010. With the exception
of Slovakia, demand for new loans remained subdued.
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Net fee and commission income

Net fee and commission incomeincreased by 9.2% year-on-year in
2010, from EUR 1,772.8 million to EUR 1,936.0 million. This
development was mostly driven by growth in the securitiesbusiness
at the Austrian subsidiaries and the cross-guarantee savings banks as
well as by fees from payment transfers at the CEE subsidiaries. As
in previous years, the insurance brokerage business continued to
performwell. Net feeincome from theinvestment banking business
rose substantially, as Erste Group increased its market sharein CEE
debt capital markets.

Net fee and commission income, structure and trend
in EUR million
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Net trading result

The higher income from derivativestrading (up 38.9%to EUR 68.2
million) did not offset the declinein income from securitiestrading
(-33.2% to EUR 170.0 million) and from foreign exchange trading
(-22.5%to EUR 218.0 million). Consequently, the net trading result
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of EUR 456.2 million remained below the exceptional level of 2009
(EUR 585.1 million).

General administrative expenses

Genera administrative expenses remained stable at EUR 3,816.8
million (+0.2% vs. EUR 3,807.4 millionin 2009; currency-adjusted:
-0.8%).

General administrative expenses,
structure and trend, in EUR million
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Personnel expenses increased by 1.6% (currency-adjusted:
+0.9%), from EUR 2,227.5 million to EUR 2,263.8 million, despite
the positive effects of efficiency improvements implemented in
20009 that resulted in lower headcounts at the savings banks and in
Central and Eastern Europe (mainly in Slovakia and Hungary).

Asat December 2010 Erste Group employed atotal of 50,272 peo-
ple (31 December 2009: 50,488).

Headcount at 31 December 2010
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Erste Group in Austria

8,488 -

Cross-guarantee savings banks

Other administrative expenses declined by 3.0% (currency-
adjusted: -4.4%), from EUR 1,202.3 millionto EUR 1,165.9 million
in 2010. Savings were achieved mainly in IT costs.

Depreciation and amortisation roseby 2.5% (currency-adjusted:
+1.1%), from EUR 377.6 million to EUR 387.1 million in 2010.

Operating result

Asthe 3.0% risein operating income, from EUR 7,578.8 million to
EUR 7,804.7 million, exceeded the increase in general administra-
tive expenses (+0.2% from EUR 3,807.4 million to EUR 3,816.8
million), the operating result improved by 5.7%, from EUR 3,771.4
million to EUR 3,987.9 million for 2010.

Risk provisions

Risk provisions (i.e. the balance of the allocation/release of provi-
sionsfor the lending business, costs of direct loan write-offs and of
incomefrom therecovery of loansalready written off) decreased by
1.2% year-on-year, from EUR 2,056.6 million to EUR 2,031.2
million. Risk costs inrelation to average customer loans amounted
to 155 basis points (2009: 161 basis points).

Other operating result

The other operating result deteriorated from EUR -355.8 millionto
EUR -439.3 million in 2010. This was mainly attributable to other
taxes, which rose from EUR 24.8 million to EUR 71.9 million,
principally due to the introduction of the Hungarian banking tax,
and to higher goodwill impairmentsrelated to smaller participations
(up from EUR 28.0 million to EUR 51.9 million, EUR 21.3 million
of which wasattributable to cross-guarantee system savings banks).
Generally, thisitemincluded the straight-line amortisation of intan-
gible assets (customer relationships) of EUR 69.5 million (2009:
EUR 67.2 million) and deposit insurance contributions of EUR 66.2
million (2009: EUR 55.9 million). Furthermore, write-downsfor IT
projects, Czech and Slovak real estate and the leasing portfolio of
BCR, aswell as provisionsfor litigation in atotal amount of EUR
91.5 million were booked in 2010.

Result from financial assets

The overal result from all categories of financial assets developed
well compared to 2009. Although still slightly negativeat EUR -2.3
million, it improved strongly from aloss of EUR 97.7 million re-
corded in the previous year. In 2010, significantly lower impair-
ments and gains on sales of structured products and equity-linked
products in the AfS portfolio offset the year-on-year decline in
revaluation gains of securities in the fair value portfolio. By con-
trast, impairmentsfor securitiesinthe HtM portfolio decreased only
dlightly.

The market value of the ABS/CDO portfolio of Erste Group (in-
cluding the savings banks) remained unchanged at EUR 1.9 billion
as at 31 December 2010. In 2010, arevaluation gain of EUR 34.3
million in thefair value portfolio was recognised in income (20009:
EUR 56.5 million). Impairmentswere recognised in the AfS portfo-
lio (EUR 14.0 million vs. EUR 42.1 million in 2009), aswell asin
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the HtM portfolio (EUR 8.4 million). Furthermore, realised losses
of EUR 2.0 million wererecognised in the AfS portfolio, following
aloss of EUR 33.2 million in 2009. In 2010, the overall positive
effect on pre-tax profit equalled EUR 9.9 million (vs. a negative
effect of EUR 18.8 millionin 2009). Inthe avail able-for-sal e portfo-
lio, the mark-to-market valuationin 2010 resulted in again of EUR
65.4 million (2009: EUR 281.8 million), booked against equity.

Pre-tax profit from continuing operations and net profit
for the year attributable to owners of the parent

Pre-tax profit from continuing operationsimproved year-on-year by
20.1%, from EUR 1,261.3 million to EUR 1,515.1 million.

Net profit for the year attributable to owners of the parent increased
by 12.4%, from EUR 903.4 millionto EUR 1,015.4 millionin 2010.

Tax situation

In accordance with current group taxation regulations, the majority
of the key domestic subsidiaries (especially Erste Bank der
oesterreichischen Sparkassen AG, s Bausparkasse, Immorent, Erste
Asset Management GmbH und Salzburger Sparkasse) constitute a
group of companies with Erste Group Bank AG for tax purposes
under section 9 of the Austrian Corporation Tax Act and are thus
subject to taxation as asingle entity.

For 2010, this profit pool incurred no current tax expense for Aus-
trian corporate income tax. This was mainly attributable to high
non-taxable dividend income. The amountsreported under taxeson
incomethusrelate primarily to foreign income-based taxes, deferred
tax assets and liabilities recognised under IFRS, aswell astax pay-
able by smaller Austrian subsidiaries and various Haftungsverbund
savings banks.

In 2010, the reported total income tax expense amounted to EUR
328.7 million (2009: EUR 284.7 miillion).

The tax rate decreased from 22.6% in 2009 to 21.7% in 2010.

Balance sheet development

Total assets increased by 2.1% to EUR 205.9 hillion since year-
end 2009. Thisrise was attributable to the switch to gross account-
ing of derivativefinancial instruments, aswell asto higher customer
deposit and customer loan volumes. The growth in customer busi-
ness was partly due to currency movementsin Central and Eastern
Europe (EUR/CZK, CHF/HUF, CHF/EUR). In contrast, the signifi-
cance of interbank business continued to decrease.

Loans and advances to credit institutions decreased by 4.9%,
from EUR 13.1 billion at year-end 2009 to EUR 12.5 hillion asat 31
December 2010. This overal declinein foreign interbank transac-
tions offset the increased repo transactions with the Czech central
bank (EUR +1.7 hillion).
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Loans and advances to customers rose by 2.8%, from EUR
129.1 billionto EUR 132.7 hillion, mainly dueto higher lending to
retail customers by the savings banks and the CEE subsidiaries, and
to some extent also due to currency fluctuations.

Loans and advances to customers, structure and
trend, in EUR million
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Risk provisions rosefrom EUR 5.0 billionto EUR 6.1 billion asa
result of additional allocations dueto adverse economic conditions.
The NPL ratio (based on customer loans) grew from 6.6% at year-
end 2009 to 7.6% as of 31 December 2010. At the same time, the
NPL coverage ratio improved further during theyear, from 57.2% at
year-end 2009 to 60.0%.

Investment securities inthevarious categories of financial assets
remained nearly unchanged compared to year-end 2009 at EUR 34.4
billion. The decline of 18.8%inthe FV portfolioto EUR 2.4 billion
and of 4.5% in the HtM portfolio to EUR 14.2 billion was offset by
theincrease of 8.3% in the AfS portfolio to EUR 17.8 billion.

Customer deposits grew by 4.4%, from EUR 112.0 hillion to
EUR 117.0 billion, and therefore at a much faster pace than loans
and advances to customers. This development was mainly attribut-
able to growth in the Czech Republic — especially in savings and
corporate deposits, but to some extent al so to currency appreciation
—aswell asgrowth in Slovakiaand Austria. Accordingly, the loan-
to-deposit ratio improved from 115.3% to 113.4% as of 31 Decem-
ber 2010.

New issues (including covered bonds) led toin anincreasein debt
securities in issue from EUR 29.6 billion by 5.7% to EUR 31.3
billion. The marked decline in deposits by banks by 23.4% to EUR
20.2 billion reflected the decreasing reliance on short-term interbank
deposits, while covered bonds gained in importance for long-term
funding.
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Balance sheet structure/liabilities and total equity
in EUR million
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Total risk-weighted assets (RWA) declinedto EUR 119.8 hillion
asat 31 December 2010 (31 December 2009: EUR 123.9 billion) as
aresult of ahigher share of secured lending and the planned decline
in international business volumes.

Total eligible qualifying capital of the Erste Group credit institu-
tion according to the Austrian Banking Act rose from EUR 15.8
billion at year-end 2009 to EUR 16.2 billion as at 31 December
2010. The cover ratio in relation to the statutory minimum require-
ment as of the reporting date (EUR 9.6 billion) amounted to 169%
(year-end 2009: 159%).

The Tier 1 capital after the deductions as defined in the Austrian
Banking Act equalled EUR 12.2 billion (year-end 2009: EUR 11.5
billion).

Tier 1 capital under ABA and hybrid tier 1 capital
in EUR million
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Tier 1 ratio including the capital requirements for market and op-
erational risk (total risk) increased to 10.2% (year-end 2009: 9.2%);
the core tier 1 ratio improved to 9.2% as of 31 December 2010
(year-end 2009: 8.3%).

Solvency ratio in relation to total risk (total eligible qualifying
capital asapercentage of the assessment base for total risk pursuant
to § 22 par.1 of the Austrian Banking Act) amounted to 13.5% as at
31 December 2010 (year-end 2009: 12.7%), well abovethe statutory
minimum requirement of 8.0%.

Solvency ratio and tier 1 ratio (total risk)
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POST-BALANCE SHEET EVENTS
There were no significant balance sheet events after the year end.

RISK MANAGEMENT

With respect to the explanations of financial risks at Erste Group as
well asthe goals and methods of risk management, wewould liketo
draw the reader’s attention to the information in the Notes to the
consolidated financial statements.

RESEARCH AND DEVELOPMENT

Erste Group does not have any activities in research and develop-
ment. In order to provide customerswith improvementsin theretail
business and ongoing services, innovation and research ispromoted
and fostered throughout the bank’s business operations.
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CORPORATE SOCIAL RESPONSIBILITY
Corporate socia responsibility (CSR), asakey element of responsi-
ble corporate conduct, guaranteesthat concerns and expectations of
customers, suppliers, investors, employees, regulatory authorities
and local communities are considered when reaching decisions.
External sustainability and CSR ratings recognize the bank’'s
achievements in this field. In 2010, Erste Group shares were in-
cluded in the ASPI Eurozone® index.

Customers

Erste Group iscommitted to customer satisfaction andis constantly
enhancing itsoverall service quality. In 2010, the bank continued to
improve the financial services delivered to retail customers and
small and medium-sized businesses.

Retail Customers

In 2010, Erste Bank Oesterreich extended its range of multilingual
servicesfor customersfrom specific ethnic groups. The bank estab-
lished a social banking team to coordinate all activities relating to
social issuesand businesses and supported the activities of good.bee
and Zweite Sparkassein Austria. Asin previousyears, it also carried
out its customer satisfaction survey Quality Check. Erste Bank
Hungary continued to make its branches accessible to the disabled
(for example, providing easy access for wheelchairs) and installed
specia equipment for hearing impaired customers. Erste Bank
Serbia’s customers benefited from interest rates subsidized by the
government and the launch of ascholarship loan for students. Erste
Group extended its Helping Hands programmethat wasinitiated in
2009 and helps customersin all marketsin coping with unemploy-
ment and deteriorating personal finances. A further initiative by
Erste Bank Oesterreich and Caritas Oesterreich involved providing
training schemes for unemployed persons and individual financial
coaching, whilst in some cases the bank waived fees on current
accounts. Erste Group's Romanian subsidiary BCR and Slovenska
sporiteltiatemporarily suspended fees or lowered |oan repayments
for flood victims.

Small and medium-sized companies (SME)

In 2010, SME customers continued to profit from Erste Group’s
agreement with the European Investment Bank (EIB). The EIB
provided financing, amounting to EUR 440 million, to SMEs in
Central and Eastern Europe through four subsidiaries of Erste
Group: (Vjeskéspofitel na, Erste Bank Oesterreich, Erste Bank Hun-
gary and Immorent. Within the framework of s Oesterreich Initia-
tive, the bank extended loans amounting to EUR 3 billion to SME
customersand start-up companiesin 2010. The GO! GriinderCenter
hosted more than 1,000 consultations.

Ethical Investments

Erste Sparinvest KAG, Erste Group's Austrian fund management
company, continued its initiatives in 2010; the volume of assets
under management in ethical investments reached EUR 1.3 billion
(+15% vs. 2009). In 2010, Sparinvest’s sustainability specialists
managed bond funds, regional stock funds, thematic funds for cli-
mate protection and the environment as well as a micro-finance
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fund of funds. Espa Vinis Stock Global remainstheflagship product.
In addition, Espa Vinis Microfinance, anew fund supporting global
micro-loans mainly to individual debtorsin emerging markets was
launched.

Financial inclusion

In 2010, good.bee (the community development venture of Erste
Group Bank AG and ERSTE Foundation) intensified its efforts to
provide suitable financial solutions to people without any prior
access to banking services. In addition to providing micro-banking
services, good.bee is responsible for the bank’s socia activities..
good.bee promoted The Social Business Tour 2010 in six citiesin
Central and Eastern Europe (Vienna, Bratislava, Budapest, Prague,
Belgrade, and Bucharest) and organized a Socia Business Idea
contest aimed at identifying the best social businessideas. Romania
also remained on good.bee’s agendain 2010. Romanian customers
of good.bee Mobile Transactions can now open current accounts,
remit and receive payments via mobile telephony. In cooperation
with local institutions, good.bee offered training to social entrepre-
neurs to develop business knowledge and skills.

Civil society

Erste Group aims to pass on part of the business profits earned in
Central and Eastern Europe to the people of the region. The Added
Value sponsorship programme consolidates all of these activities
throughout the Group and highlights the bank’s commitment to
social responsibility.

Social activities

In 2010, Erste Group supported, among other projects, the annual
Caritas Eastern Europe campaign on behalf of childrenin Europe's
poorest countries, the National Help Campaign to combat poverty in
Austria, and the 2010 relief action for the earthquake victims in
Haiti. Erste Group regularly provides support for specia projects
run by Caritas Viennaand Caritas Austria.

Since 2003, Oesterreichisches Hilfswerk has been amajor coopera-
tion partner of several Erste Group companies. In 2010, s Bauspar-
kasse, Erste Bank Oesterreich and the saving banksall supported the
annual Hilfswerk initiative KINDER FORDERN. ELTERN HELFEN
(Support Children. Help Parents). The Romanian subsidiary pro-
vided financial support to children through its BCR Hopes pro-
gramme. BCR and the Slovenskej sporitel'ne foundation initiated
campaigns to support flood victims. Ceska spotitelna launched
Catch your Dream, aproject that encouragesinterested young peo-
ple to do charitable work. Erste Bank Croatia joined the scholar-
ships programme Step into Life.

Arts and culture

Erste Group continued its extensive arts and culture sponsorship
activitiesin 2010. The Group worked with partners such asthe film
festival Viennal e, theart fair VIENNAFAIR and the exhibition venue
Secession. Since 1989, Erste Group has annually commissioned
origina compositions in cooperation with Klangforum Wien and
Wien Modern. In addition, Erste Group supported Atelier Top 22, a
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programme of Unabhéngiges Literaturhaus Niederdsterreich, which
gives authors from Central and Eastern Europe an opportunity to
spend two months at Krems. Slovenska sporitel'ia continued its
patronage of regional theatres. For the first time, Erste Bank Hun-
gary took part in the Erste:AMADEUS creative scholarship pro-
gramme, whilst it remained a strategic sponsor of Miivészetek Pa-
lotaja (Palace of Arts). Over the past year, Erste Bank Serbia sup-
ported more than 50 cultural initiatives.

Education

In line with its savings bank tradition, Erste Group devel oped nu-
merousinitiatives group-wide to increase the general knowledge of
finance in 2010. The bank remains committed to reaching out to
students, sponsoring institutions such as the Students4Excellence
network which offers career opportunities to selected students. For
the fourth consecutive year Erste Group, together with Erste Foun-
dation, supported the Balkan Case Challenge (BCC), an interna-
tional case study competition and recruitment event. Almost 60
students from eight countries participated in the 10th Erste Group
Summer University Danubia, which was organized together with
Vienna University of Economics and Business. Erste Bank
Oesterreich, as a patron of ZOOM children’s museum in Vienna,
sponsored an exhibition named Cash, Dosh, Dough for children.
Ceské sporitelna established Moneymanie.cz, a new educational
portal; amost 6,000 students participated in Slovenskej sporitel’ne
foundation’s educational project Know your money.

Corporate volunteering

Volunteer programmes are a key element of Erste Group's concept
of corporate socia responsibility. Employees are encouraged and
empowered to provide voluntary servicestolocal communitiesinall
countries in which the bank does business. After the floods in the
summer of 2010, ateam of BCR volunteers built houses for flood
victims. Ceské sporitelnaemployees assisted peoplein need, includ-
ing the elderly, the underprivileged and drug addicts, or worked on
environmental projects.

Staff

In October 2010, Erste Group introduced an internal job market to
encourage and facilitate mobility within the Group. The bank started
to devel op acompensation policy for Erste Group’s senior manage-
ment and continued projects to adjust salaries and benefits within
the group. In 2010, the second Group Leadership Development
Programme was held, whilst the Erste Group Junior Trainee Pro-
gramme started with the third group of trainees. To date, 66 trainees
have successfully completed the trainee programme. The current 25
trainees also benefit from a joint scheme with the University of
Vienna. Erste School of Banking and Finance aligned group-wide
training and education activities in 2010, among them Learn. Re-
flect. Exchange. Network, a series of 19 lectures. Healthcare also
remained a key concern for Erste Group. The bank started an
evaluation of health measuresand initiativesin al countries. Special
emphasiswas put on stress management and burnout prevention as
well as on early recognition of risk factorsfor cardio-vascular dis-
eases. In Austria, 1,200 employees of Erste Bank Oesterreich and

Erste Group Bank AG participated in the preventive health check-up
programme. Erste Bank Oesterreich and BCR used surveysto gauge
employeework commitment and satisfaction. In Romania, 45 BCR
employees received awards for meaningful business contributions
within the framework of the BCR Star Awards, an employee recog-
nition scheme. BCR also invited employees to contribute to the
ongoing improvement of customer services by participating in the
permanent idea competition BCR Progress. Erste Bank Serbia
nominated selected employeesto act as “value ambassadors”.

Environment

Erste Group stepped up and streamlined its environmental effortsin
2010 by defining an environmental policy. As aresult, employees
will beactively included in environmental initiatives going forward.
Erste Group is committed to reducing carbon emissions by 15%
within three years and to implementing the Environment Manage-
ment System 14001. One of the medium-term priorities is to im-
prove energy efficiency at all business locations and branches. In
linewith the overall group policy, various projects were carried out
inall Erste Group markets. The wide variety of measuresincluding
aswitch to energy saving technologies or programmes to optimise
resource and waste management underlined the positivetrend. Erste
Bank Croatia developed special environmental |oan modelsfor the
retail and corporate segment, e.g. loans for energy-saving renova
tions and the usage of renewable energy. The completion of Erste
Campus (scheduled for 2014) will be amilestone for theimplemen-
tation of thisenvironmental policy. Besideseconomic viability, core
criteria of the project included socia and ecological sustainability.

CAPITAL, SHARE, VOTING AND CONTROL
RIGHTS

Disclosures pursuant to section 243a (1) Austrian
Commercial Code

At theend of 2010, DIE ERSTE oesterreichische Spar-Casse Privat-
stiftung, a foundation, held approximately 25.3% of the shares of
Erste Group Bank AG, making the foundation the largest share-
holder.

Art. 15.4 concerning the appointment and dismissal of members of
the management board and the supervisory board is not directly
prescribed by statutory law: athree-quarter majority of valid votes
cast and a three-quarter mgjority of the subscribed capital repre-
sented at the meeting considering the proposal arerequired to passa
motion for dismissal of supervisory board members.

The articles of association contain no restrictions in respect of vot-
ing rights or the transfer of shares. A holding period of one year
applies to the employee share ownership programmes (M SOP and
ESOP).

Art. 19.10 of theArticles of Association concerning amendmentsto
the Articles of Association contains a provision that is not pre-
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scribed directly by statutory law: amendments to the Articles of
Association, in sofar asthey do not alter the business purpose, may
be passed by asimple mgjority of votes cast and simple majority of
the subscribed capital represented at the meeting considering the
amendment. Where higher majority votesarerequiredinindividual
provisions of theArticles of Association, these provisions can only
be amended with the same higher mgjority vote. Moreover, amend-
mentsto Art. 19.10 require athree-quarter majority of thevotescast
and athree-quarter majority of the subscribed capital represented at
the meeting considering the proposal .

The following paragraph lists important agreements which the
company is party to, and which become effective, are amended or
arerendered ineffective when thereisachangein the control of the
company as aresult of atakeover bid, aswell astheir effects:

The share option plan of Erste Group Bank AG includesthe follow-
ing special provisions (Art. 17 of the share option plan) in the event
of atakeover bid:

(1) Should atakeover offer for the shares of Erste Group Bank AG
be announced to the public, al optionsthat have been granted to the
management board members and eligible managers at the time but
have not yet vested will immediately vest for those management
board members and eligible managers who fulfil the personal par-
ticipation requirements.

(2) In such cases, the management board of Erste Group Bank AG
will determine the vesting date, the end of the exercise window and
the value date. These dates should be set in such a way that it is
possible to exercise the options and sell the shares during the take-
over procedure.

(3) In such cases, no key employeeswill be chosen from among the
employees and/or they will not be granted any options.

(4) All allocated and delivered options may be exercised by eligible
recipients one day following delivery; the provisions of Art. 11 (1)
no. 2 (minimum holding period for options) and Art. 12 (1) no. 1
(exercisewindow) do not apply. The shares obtained may be offered
for saleduring thetakeover procedure; Art. 16 (holding period) does

not apply.

(5) The holding period of shares previously obtained (Art. 16) ends
with the announcement of the takeover bid.

(6) If the takeover bid is withdrawn without a competitor having
issued a takeover bid, options allocated pursuant to Art. 1 but not
yet exercised become subject to a holding period of one year as of
the day the withdrawal of the takeover bid becomes known. This
correspondsto the holding period under Art. 1, which appliesto the
shares obtained on the basis of allocated options. The holding pe-
riod(s) terminated under sub-sec. 5 are not re-applied.
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Erste Stiftung (Foundation) and Criteria Caixa Corp SA (Criteria)
have concluded a Preferred Partnership Agreement (PPA), which
gives Criteriathe status of afriendly investor and preferred partner
for participation. Under this agreement, PPA Criteriaisauthorised to
nominate a person for appointment to the supervisory board of Erste
Group Bank AG. Inreturn, Criteriahas undertaken not to participate
in a hostile takeover bid for Erste Group Bank AG’s shares and to
give Erste Foundation the right of pre-emption and an option right
to the Erste Group Bank AG shares owned by Criteria. Under the
PPA, Erste Foundation undertakes not to grant any rights to third
parties that are more favourable than those granted to Criteria,
except in certain circumstances. Erste Foundation's and Criteria's
voting rights at Erste Group Bank AG remain unaffected by the
PPA. The PPA has been approved by the Austrian Takeover Com-
mission.

The agreement in principle of the Haftungsverbund providesfor the
possibility of early cancellation for material reasons. A material
reason allowing the respective other contracting partiesto cancel the
agreement isdeemed to exist if the ownership structure of aparty to
the contract changes in such a way — particularly by transfer or
capital increase — that one or more third parties from outside the
savings bank sector directly and/or indirectly gain amajority of the
equity capital or voting rightsin the contracting party.

The Haftungsverbund's agreement in principle and supplementary
agreement expire if and as soon as any entity that is not a member
of the savings bank sector association acquires more than 25% of
the voting power or equity capital of Erste Group Bank AG in any
manner whatsoever and a member savings bank notifies the
Haftungsverbund's steering company and Erste Group Bank AG by
registered letter within twel ve weeksfrom the change of control that
it intends to withdraw from the Haftungsverbund.

Directors and Officers Insurance

Changes in controlling interests

(1) Inthe event that any of the following transactions or processes
occur during the term of the insurance policy (each constituting a
“change of control”) in respect of the insured:

a) theinsured ceasesto exist asaresult of merger or consoli-
dation, unless the merger or consolidation occurs between
two insured parties, or

b) another company, person or group of companiesor persons
acting in concert who are not insured parties, acquire more
than 50% of the insured’s outstanding equity or more than
50% of itsvoting power (giving riseto theright to control
the voting power represented by the shares, and theright to
appoint the management board members of the insured),
then the insurance cover under this policy remainsin full
force and effect for claims relating to unlawful acts com-
mitted or alleged to have been committed before this
changein control took effect. However, no insurance cover
isprovided for claimsrelating to unlawful acts committed
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or alegedly committed after that time (unless the insured
and insurer agree otherwise). The premium for this insur-
ance cover is deemed to be completely earned.

(2) Inthe event that asubsidiary ceasesto be asubsidiary during the
insurance period, theinsurance cover under thispolicy shall remain
infull force and effect for that entity for the remainder of theinsur-
ance period or (if applicable) until the end of the extended discovery
period, but only in respect of claims brought against an insured in
relation to unlawful actscommitted or alleged to have been commit-
ted by theinsured during the existence of thisentity asasubsidiary.
No insurance cover is provided for claims brought against an in-
sured inrelation to unlawful acts committed or alegedly committed
after this entity ceased to exist.

Pursuant to the following provisions, members of the management
board have theright to repurchase shares, where such aright is not
prescribed by statutory law:

Asper thedecision of theAnnual General Meeting of 12 May 2010:

(1) the company is entitled to purchase treasury shares under Sec-
tion 65 (1) no. 7 of the Austrian Stock Corporation Act (“ Aktienge-
setz”, AktG) for trading purposes. However, thetrading portfolio of
these shares may not exceed five percent of the subscribed capital at
the end of any calendar day. The market price for the shares to be
purchased must not be lower than 50% of the closing price at the
Vienna Stock Exchange on thelast trading day prior to the purchase
and must not exceed 200% of the closing price at the Vienna Stock
Exchange on thelast trading day prior to the purchase. Thisauthori-
sation isvalid for 30 months, i.e. until 11 November 2012.

(2) The management board is entitled, subject to approval by the
supervisory board, to purchase treasury shares pursuant to Section
65 (1) no. 8 of the Austrian Stock Corporation Act (AktG). How-
ever, the shares purchased under this authorisation and under Sec-
tion 65 (1) nos. 1, 4 and 7 AktG may not exceed ten percent of the
subscribed capital. The market price of each of the shares to be
purchased may not be below EUR 2.00 or above EUR 100.00. The
company is obliged to publish the relevant management board
resolution and the details of the repurchase programme, as well as
itsduration. The purchased shares can be sold, upon approval by the
supervisory board, intheform of anissue of sharesas consideration
and financing for the acquisition of companies, businesses, business
units or sharesin one or more domestic or foreign companies. Such
an offering would be conducted outside the stock markets and
would not constitute a public offering. Furthermore, the manage-
ment board is entitled to draw shares without resolution at the An-

nual General Meeting. Thisauthorisationisvalid for 30 months, i.e.
until 11 November 2012.

All salesand purchaseswere carried out as authorised at the Annual
General Meeting.

INTERNAL CONTROL AND RISK MAN-
AGEMENT SYSTEM IN REGARD TO THE
GROUP ACCOUNTING PROCESS

Disclosures pursuant to section 243a (2) Austrian
Commercial Code

Erste Group Bank AG has a complex internal control system with
mechanisms that include, in particular, the 4-eye principle, 1T-
supported controls and decision-making powers geared toward risk
exposure and surveillance instruments. The reporting scheme for
accounting procedures has been summarised in the IFRS Account-
ing Manual of Erste Group. It ismandatory for the relevant unitsto
comply with the accounting and measurement methods applicable
for capturing, posting and accounting transactions.

In organisational terms, the areas Group Accounting and Group
Performance Management are assigned to the CFO of Erste Group
Bank AG. Monthly and quarterly reports to the management board
and the supervisory board ensure regular financial reporting and
surveillance of the internal control system.

Reporting isal but fully automated using input systems and auto-
matic interfaces, and guarantees that the data for controlling, seg-
ment and earnings accounting aswell as other evaluationsare up to
date. The information used by the accounting department is based
on the same database and i s reconciled monthly for reporting. Close
collaboration between the accounting department and controlling
ensures a constant comparison of target with actual data. Thisguar-
antees mutual supervision and coordination between departments.

External reporting involvesthe publication of consolidated quarterly
financial statements of Erste Group Bank AG aswell asthe ongoing
regulatory reporting obligations.

The quality of the interna control system is assessed by Internal
Audit on an ongoing basis. Internal Audit works closely together
with the responsible management board members and managing
directorsand reportsregularly to the Audit Committee of the super-
visory board. Moreover, they are focused on maintaining quality
standards, especially in the event of organisational changes.
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Segments

INTRODUCTION

The segment report of Erste Group complieswith |FRS presentation
and measurement requirements. There are four main segments:
Retail & SME, Group Corporate & Investment Banking, Group
Markets and Corporate Center. The Retail & SME segment is sub-
divided into the individual regional businesses focusing on Erste
Group'sloca customer business. Toimprovetransparency andto be
consistent with current reporting, the Austrian segment is split into
Erste Bank Oesterreich (including local subsidiaries) and the sav-
ings banks consolidated under the cross-guarantee system. In Cen-
tral and Eastern Europe, all the subsidiaries continue to be reported
individualy.

The Group Corporate and Investment Banking (GCIB) segment
includes Erste Group's fully divisionalised large corporate, invest-
ment banking, real estate and international business lines. The
Group Markets segment includes divisionalised businesslines, such

as Group Treasury and Debt Capital Markets. The Corporate Center
segment contains Group services such as marketing, organisation
and information technol ogy, aswell as other departments supporting
the execution of group strategy. In addition, consolidation itemsand
selected non-operating items are allocated to this segment. Group
Balance Sheet Management is allocated to the Corporate Center.
Theresult of local asset/liability management units remains part of
the respective local segments.

In the current reporting structure, the segments are aligned with
Erste Group's organisational setup. Thisleadsto asomewhat lower
group contribution from the CEE subsidiaries as part of their local
results are now allocated to the two holding business divisions,
GCIB and GM. At the same time, this structure ensures transpar-
ency as the subsidiaries’ results fully reflect their core business
activities and thus allow a better comparison between the regions.

Segment reporting structure at Erste Group

— Erste Group

majority owned)

— Retail & SME
|
Austria Central & Eastern
Europe (CEE)

Erste Bank Savings |
Oesterreich banks | | | | | | |
(Erste Bank and (Haftungsverbund)

majori:y owned Savings banks that Czech
vt obiniind sl Il B Republic Romania Slovakia Hungary Croatia Serbia Ukraine

— Group Corporate and Investment Banking (GCIB)

— Group Markets (GM)

— Corporate Center (CC)
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Retail & SME

TheRetail & SME segment includes businesswith privateindividu-
asand small and medium-sized enterprisesin Austria and Central
and Eastern Europe. These regions are further subdivided into the
savings banks and Erste Bank Oesterreich in Austriaand the activi-
tiesin thetransformati on economies of the Czech Republic, Roma-
nia, Slovakia, Hungary, Croatia, Serbia and Ukraine.

AUSTRIA

Economic review

TheAustrian economy benefited from itsvery strong fundamentals
during 2010 and was again one of the European economies |east
impacted by the economic downturn. Real GDPgrowthin 2010 was
fuelled primarily by exports which grew by 12%, although private
consumption also contributed to the rebound. Germany’s economic
recovery played a key role in boosting Austria's export perform-
ance, as Germany remained the country’s single most important
trading partner. Industrial production expanded strongly on the
rebound in trade. Importantly, services continued to performwell in
2010, with the tourism sector once again a strong growth contribu-
tor. The Austrian economy also benefited from the government’s
fiscal policy measures introduced at the end of 2008. These meas-
uresincluded an economic stimulus package, incometax reductions,
labour market packages and a car scrapping scheme. Overall, Aus-
tria'sreal GDPgrew by 2.0% in 2010 while GDP per capitastood at
EUR 33,800.

One of the strong points of the Austrian economy wastheresilience
of itslabour market, with conditions remaining favourable through-
out 2010. In fact, contrary to all of the Central and East European

economies, Austria's unemployment rate decreased in 2010; at 4.5%
at the end of 2010, the rate was among the lowest in the eurozone.
Rather than reducing their employee count, domestic businesses
made an effort to cut working hours and encouraged staff to take
accrued vacation leave. This approach was al so supported by labour
market measures such as state-subsidised reduced working hour
schemes.

TheAustrian current account remained in surplusin 2010 at 3.7% of
GDP and was driven by higher growth in exports compared to im-
ports. The government deficit, on the other hand, rose further in
2010 and reached 4.1% of GDP. Thisincreasewasdriven largely by
discretionary measures introduced by the government already in
2009 and the aforementioned income tax cuts. Most importantly,
however, in the last quarter of 2010 the government agreed on
measures to reduce the budget deficit. The biggest item of this
consolidation package on the revenue side was a bank levy in an
amount of 0.2% of Austria’'s GDP, while other measures included
tax increases on fuel, cigarettes, and airline tickets as well as the
introduction of a capital gains tax. There was, however, still some
uncertainty asto the measures the government would introduce on
the expenditure side.

In 2010, inflation remained well under control. Average consumer
prices rose by only 1.8% in 2010 driven mainly by higher energy
prices. Wage growth in 2010 was slower than in the previous year
and had a dampening effect on inflation. In addition, rea estate
pricesin Austriaremained stablereflecting the low home ownership
level. The European Central Bank maintained its low interest rate
policy, keeping the base rate at 1.00% throughout 2010.

Key economic indicators — Austria 2007 2008 2009 2010e
Population (ave, million) 8.3 8.3 8.4 8.4
GDP (nominal, EUR billion) 272.0 283.1 274.3 283.2
GDP/capita (in EUR thousand) 32.8 34.0 32.8 33.8
Real GDP growth 3.7 2.2 -3.9 2.0
Private consumption growth 0.7 0.5 1.3 1.1
Exports (share of GDP) 41.7 40.1 33.7 36.6
Imports (share of GDP) 41.0 39.1 34.2 36.0
Unemployment (Eurostat definition) 4.4 3.8 4.8 4.5
Consumer price inflation (ave) 2.2 3.2 0.5 1.8
Short term interest rate (3 months eop) 4.7 2.9 0.7 1.0
EUR FX rate (ave) 1.0 1.0 1.0 1.0
EUR FX rate (eop) 1.0 1.0 1.0 1.0
Current account balance (share of GDP) 35 4.9 2.9 3.7
General government balance (share of GDP) -0.4 -0.5 -3.5 -4.1

Source: Erste Group.

Market review

Inthewell devel oped A ustrian domestic banking market penetration
rates remained at sustainable levels, with the ratio of total assetsto
GDPequalling 232% at the end of 2010. The market remained very
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competitive dueto thelarge number of non-listed banks. Asaresult,
the market was characterised by much lower margins as well as
lower risk costs than in Central Eastern Europe. Customer loans
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grew by 3% mainly driven by theretail segment. The deposit market
benefited from the moderate increase in wages. All in al, customer
deposits grew in line with loansin 2010 at arate of 3%. The bank-
ing system’s loan-to-deposit ratio stood at 110% at the end of the
year. Importantly, the government announced in 2010 that it would
introduce a special banking tax asof 2011totalling EUR 500 million
as part of the measures to tackle the country’s budget deficit. This
banking tax will only be applicable to larger credit institutions.

Financial intermediation — Austria (in % of GDP)
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Source: Oesterreichische Nationalbank, Erste Group.

In this environment Erste Bank Oesterreich and the savings banks
maintained their very strong market positioninthe Austrian market.
Their combined total asset market share increased to 16.7% at the
end of 2010. In the retail segment, Erste Bank Oesterreich and the
savings banks slightly increased their share to about 19%, whilein
the corporate segment market shares ranged between 16-18% de-
pending on customer product.

Market shares — Austria (in %)
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Source: Oesterreichische Nationalbank, Erste Group.

SAVINGS BANKS

Business profile. The savings bank segment encompasses 47
Austrian savings bankswith 760 branch officesin Austriathat were
consolidated asaresult of their membershipin the Haftungsverbund
(cross-guarantee system). In these savings banks, Erste Bank
Oesterreich held no or only minor sharehol dings. Savings banksthat
are majority-owned by Erste Bank Oesterreich such as Salzburger
Sparkasse, Tiroler Sparkasse, Sparkasse Hainburg-Bruck-Neusied!
and Weinviertler Sparkasse, were included in the segment Erste
Bank Oesterreich.

The joint new cross-guarantee system (Haftungsverbund Neu) in-
cludes 53 of 54 the Austrian saving banks and the agreement also
constitutes the legal basis for the collaboration with Erste Bank
Oesterreich. The EU Commission described this cooperation as a
reference model for all other decentralised sectors. A specia cross-
guarantee agreement exists between Erste Bank Oesterreich and
Sparkasse Oberdsterreich that was approved in Brussels by the EU
in May 2010.

Business review

Strategy. The strategy of the savings banks centers around acquir-
ing new customerswith the medium-term goal of becoming market
leader in Austria together with Erste Bank Oesterreich. Another
important aim of the cooperation between Erste Bank Oesterreich
and the saving banks is to work together in al key business areas.
This comprises projects relating to legal requirements, the joint
devel opment of management information and control systems, and
diverse organisational aswell as|T projects. The new agreement on
the cross-guarantee system (Haftungsverbund Neu) enables the
savings banksto fully exploit the benefits of cooperating with Erste
Bank Oesterreich and underpins advanced product development,
improved sales and a common market presence.

Highlights in 2010

Strict cost management and leading advisory competence.
Recognising and realising cost-cutting potential was akey focusin
2010. Apart from cost saving initiatives rel ated to other administra-
tive expenses, a personnel benchmarking system was set up.
Through this, the resource allocation for tasks was analysed, com-
pared within the saving banks, and optimisation possibilities were
identified. The project’s results led to higher efficiency and will
enablethe savingsbanksto intensify customer service. Additionally
during the last few years, the technical potential for centralised
services has been created. The project s Finanzierungsservice low-
ered the sales force administrative workload by shifting internal
tasksto acentral back office. The core functions of financing (advi-
sory and decision-making) remain with the customer account man-
agers as local services. A structured manual for advisory services,
Financial Check, was produced to ensure the highest quality stan-
dards for advisory services. Flexible opening hours — week-days
from 0700 to 1900 hours — give customers access to the savings
banksin line with their needs.
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Improved evaluation of customer satisfaction. Market |eader-
ship will only be achieved through superior advisory and service
quality. Therefore, asurvey of customer satisfaction with banksand
branch officeswas conducted by telephoneinterviewsover aperiod
of oneyear. Interviews were conducted with retail aswell as SME
customers and professionals. Additionally, a comparison of retail
customer satisfaction with competitors was carried out. Reports
produced throughout the year at several levels enabled the savings
banks to quickly derive concrete measures to improve customer
satisfaction. Theimportance of service quality for the savings banks
was also highlighted by including it as a factor in the sales award
covering all savings banks.

Cooperation supports market presence. The cooperation with
OMV Osterreich was another tool to help achieve market leader-
ship. As of the first half of 2010, Erste Bank Oesterreich and the
savings banks offered their products and services at 170 OMV gas
stations with VIVA shops. Thisimproved services for existing cus-
tomers and opened the way to joint marketing activities aimed at
acquiring new customers. Since mid-2010, Erste Bank Oesterreich
and the savings banks have also issued their own credit card, the s
Kreditkarte. The joint development of productswill enable afaster
and more flexible response to customer needs.

Enhanced private banking capabilities. Together with the pri-
vate banking team of Erste Bank Oesterreich, the savingsbanksaim
to strengthen their private banking competence and increase market
visibility vis-a-vistheir clients. To ensure collaboration within the
savings bank sector and to raise customer awareness, a new coop-
eration model was agreed on with 26 saving banks in 2010. The
cooperation agreement includes joint advertising, the creation of a
joint private banking logo for Erste Bank Oesterreich and the sav-
ings banks, closer collaboration with employees at branch offices,
and standardised career training.

Expansion of market share in municipal business. Thegoal of
the campaign targeting municipalities (s Kommunaloffensive) started
in 2010 is to increase market share in the municipal business by
establishing long-term customer relationships. A central component
of the campaign is an interest burden management tool for munici-
palities. This instrument includes extensive consulting for munici-
palities regarding their debt portfolios and interest expenses. Mu-
nicipalities receive a detailed analysis of their debts, a sensitivity
analysis in relation varying interest rates, and a comparison with
other municipalities. The municipalities welcomed these services
and expressed strong interest.

Standardised controlling instrument. As of the beginning of
2010, a standardised controlling and steering instrument — the
Group Performance Model — has become available at all savings
banks. The led to a standardisation of calculation methods across
Erste Group and enabled the comparison between business areas.
Based on this data, joint reports and indicators for benchmarking
were defined, analysed and used as a starting point for additional
measures. A central team of specialists has been deployed to support

52

the savings bankswith their routine data processing tasks. Thiswill
steadily improve data quality and enable the efficient production of
business reports.

Financial review

in EUR million 2010 2009
Pre-tax profit 131.6 -6.6
Net profit after minority interests -5.2 -3.7
Operating result 459.3 488.0
Cost/income ratio 67.0% 65.2%
Return on equity n.a. n.a.
Customer loans 37,268 35,853
Customer deposits 33,099 32,502

Net interest income declined by EUR 15.7 million, or 1.6%, from
EUR 957.1 millionin 2009 to EUR 941.4 million. Net commission
incomeroseby EUR 28.0 million or 7.1%, from EUR 393.6 million
to EUR 421.6 million in 2010. This improvement was mainly a
result of higher income from the securities and insurance business.
The net trading result declined by EUR 23.1 million or 45.8% from
EUR 50.3 millioninthe previousyear to EUR 27.2 million, primar-
ily because income earned from interest rate derivativesin the pre-
vious year did not recur in 2010. In conjunction with the rise in
operating expenses by EUR 17.8 million or 2.0% to EUR 930.9
million, the operating result decreased by EUR 28.7 million or
5.9%, from EUR 488.0 million to EUR 459.3 million. The
cost/income ratio deteriorated from 65.2% to 67.0% in the current
year.

Risk provisions improved by EUR 28.0 million or 8.5%, from
EUR 331.3millionin 2009 to EUR 303.3 millionin 2010. The other
result improved significantly by EUR 138.9 million from EUR -
163.3 million in 2009 to EUR -24.4 million mainly due to write-
downs on securities not held in the trading portfolio in 2009. Net
profit after minorities declined by EUR 1.5 million, from EUR -3.7
million to EUR -5.2 million.

Credit risk

Total exposure in the savings banks segment increased in 2010 by
5.8%, from EUR 49.2 billion to EUR 52.0 billion. Customer loans
grew at a dlightly slower pace of 3.9% to EUR 37.3 hillion. The
high share of loans — almost one-fifth — extended to professionals,
self-employed persons and small businessesis afeature of the busi-
ness of the Austrian savings banks, and reflects the structure of
Austria’s economy, which in international comparison has a very
high share of small and medium-sized businesses. The increasein
the share of foreign currency loans by one percentage point to 23%
wasdue exclusively to the near 20% appreciation of the Swissfranc
versus the euro.

In line with the devel opment of the economy in Austria, the quality
of the credit portfolio improved slightly during 2010. The NPL ratio
based on customer |oans decreased by 0.4 percentage pointsto 7.1%
and performing loans migrated significantly to better risk classes. A
breakdown by customer segment showed that it wasmainly loansto
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retail customersand SMEsthat drovethe positivetrend, whileloans
to corporates deteriorated slightly. NPL coverage by risk provisions
improved considerably in 2010 and was 58.5% at year-end 2010.

ERSTE BANK OESTERREICH

Business profile. In addition to Erste Bank Oesterreich, the seg-
ment Erste Bank Oesterreich also includesthe four savingsbanksin
which Erste Bank Oesterreich holds majority stakes: Salzburger
Sparkasse, Tiroler Sparkasse, Sparkasse Hainburg-Bruck-NeusiedI
and Weinviertler Sparkasse. Thissegment also comprisesthe activi-
ties of Erste Group in the Austrian real estate and mortgage busi-
ness. This covers private mortgages, financing for subsidised and
non-subsidised housing projectsaswell asfacility management and
real estate brokerage. s Bausparkasse, the Austrian market leader in
providing financing for both retail customers as well as non-profit
and commercia developers, is among the most important opera-
tional entitiesin this respect. Furthermore, since 2005, s Bauspar-
kasse is responsible for the mortgage bond transactions of Erste
Bank Oesterreich. Thereal estate broker s REAL withits 84 offices
inAustria, and s Wohnbaubank, abank specialisingin housing loans
also play akey role.

Business review

Strategy. Erste Bank Oesterreich, together with its own four sav-
ings banks, aims to provide its customers with a one-stop-shop-
solution for all financing and investment needs. Itsstrategic focusis
on strengthening its market position and achieving market leader-
ship jointly with the savings banks. The bank aims to grow by ac-
quiring new customers and intensifying customer relationships,
especialy in the affluent private individuals segment, among the
self-employed and SME customers. It seeksto bethefirst choicefor
small and medium-sized enterprises needing advice on financia
matters and hopes to establish long-term relationships based on the
spirit of partnership. In the area of private banking and asset man-
agement, the focus is on offering customers competitive products
and services through ateam of highly-trained advisors, and to con-
stantly improve these jointly with product specialists and portfolio
managers.

Highlights in 2010

New management structure at branch offices. Branch office
operations were streamlined as of 1 October 2010 to ensure an
improvement in services, higher advisory quality and a greater
ability to adjust to local marketsand customer needs. Statedirector-
ateswere reduced from 6 to 4 and branch directoratesfrom 42 to 25;
this means that there is one director responsible for al branch of-
fices of a municipa district. The heads of branch offices were
strengthened and now have more decision-making powers. Admin-
istrative tasks were reduced and communication routes shortened:
The branch offices now work more closely with customers and
respond directly to their needs. The constant scrutiny of all work-
flows, the permanent efforts to consolidate and simplify processesin
order to concentrate on customer service, al servethisgoal.

s Versicherung offers attractive private retirement schemes
s Privat-Pension. The financia crisisand the resulting insecurity
have placed thetopic of individual retirement saving at centre stage.
The s Privat-Pension with an additional bonus was launched in
2003 and sold over 170,000 policies, thus becoming a highly
sought-after retirement product. After the changes to the lega
framework for state-subsidised retirement schemes, s Versicherung
adjusted its product accordingly and, inter alia, introduced a life
cycle model with a reduced equity share depending on age. Erste
Bank Oesterreich responded to the rising demands of its customers
and acquired not only many new customers for private retirement
products, but also offered customerswith existing s Privat-Pension
policies the option to switch to the new product. Almost 80% of
these customers accepted the offer.

Retail asset management for the general public. ErsteBankis
apioneer in the area of asset management for retail customers. The
product Premium PLUS introduced in 2006 was opened to all cus-
tomers of Erste Group who can now benefit from the innovative
value preservation concept of the Premium PLUS product. Depend-
ing on theinvestment horizon of the customer, the goal isto achieve
positive returns even in anegative market environment. The assets
are managed in cooperation with LGT Capital Management, the
bank of Liechtenstein’s royal family. In 2010, assets under man-
agement roseto around EUR 380 million, from EUR 290 millionin
20009.

New, innovative sales channels. A strategic goal of Erste Bank
Oesterreich isgrowth through new customer acquisition. Following
the successful collaboration with Tchibo in the previousyears, joint
projects were carried out in the period under review with the tele-
communication company Orange, baby food producer HIPP,
McDonalds and Ferrero. Moreover, in April 2010, a new strategic
partnership was formed by Erste Bank Oesterreich and OMV
Osterreich. The objective of this partnership isto expand the range
of servicesoffered, acquire new customers and enlarge the network
for Erste Bank Oesterreich customers. 170 OMV gas stations now
sell simple, self-explanatory and attractive products of Erste Bank
Oesterreich. Thisopened up acompletely new distribution channel.
At the start, 10,000 Gute-Fahrt-Boxen (‘Have a safe trip’-boxes)
were sold at these banking outlets which included a voucher for
opening an s Kapital-savings account at very attractive terms. With
this and additional offers, Erste Bank Oesterreich attracted about
1,500 new customers within a very short time.

Best private banking in Austria. The British financial magazine
Euromoney named Erste Bank Oesterreich the best financial institu-
tion for private banking in Austriain 2010. The fact that thisaward
is based on a survey conducted within the industry is especialy
noteworthy. Private banking of Erste Bank and Sparkassen reported
assets under management of around EUR 30 billion in 2010, which
corresponds to a market share of 25%. This made Erste Bank
Oesterreich the market leader in this segment at year-end 2010.
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Financial review

in EUR million 2010 2009
Pre-tax profit 220.2 180.0
Net profit after minority interests 166.9 129.1
Operating result 394.3 328.3
Cost/income ratio 60.6% 65.4%
Return on equity 14.6% 11.4%
Customer loans 27,438 26,137
Customer deposits 27,796 26,841

The operating result rose by 20.1%, or EUR 66.0 million, to EUR
394.3 millionin 2010. Thiswaslargely dueto thesignificant risein
net commissionincome by EUR 42.4 million, or 14.0%, from EUR
302.8 million in the previous year to EUR 345.2 million, which in
turn was mainly driven by the excellent securities business. Net
interest income rose from EUR 637.5 million by EUR 6.8 million,
or 1.1%, to EUR 644.3 million in 2010. The net trading result im-
proved by EUR 2.1 million (+22.6%), from EUR 9.4 million in
2009 to EUR 11.5 million. Asaresult of ongoing cost-cutting meas-
ures general administrative expenses declined by EUR 14.6 million
or 2.4%, from EUR 621.4 millioninthe previousyear to EUR 606.8
million. The solid operating result led to a significant improvement
in the cost/income ratio from 65.4% in 2009 to 60.6%.

Risk provisions decreased by EUR 3.1 million, or 2.0%, from EUR
151.4 millionto EUR 148.3 million. The EUR 28.9 million decline
in the item other result, from EUR 3.2 million in the previous year
to EUR -25.7 million, was mainly attributable to write-downs on
securitiesnot held in thetrading portfolio. Net profit after minorities
rose by EUR 37.8 million, or 29.3%, from EUR 129.1 million to
EUR 166.9 million; return on equity rose to 14.6% from 11.4% in
the previous year.

Credit risk

Total exposure of the Erste Bank Oesterreich segment increased in
2010 by 6.6% to EUR 37.5 billion, while customer loans grew by
5.0% from EUR 26.1 billionto EUR 27.4 billion. The share of Erste
Bank Oesterreich in the total loan portfolio of Erste Group was
20.7% at year-end 2010, up 0.5 percentage pointson 2009. A break-
down by customer group revealed an increase in lending to the
public sector at the expense of |oans to corporate customers. Com-
pared to the savings banks, Erste Bank Oesterreich’s share of loans
to professionals, self-employed and micro businesses at 9.7% was
much lower.

Although the bank stopped granting foreign currency loansto retail
customers in the autumn of 2008, the share of foreign currency
|oanswidened due to the depreciation of the euro vs. the Swissfranc
in 2010, and at the end of December, stood at 18.0%. The ratio of
secured-to-unsecured-loans remained unchanged at 2:1.

Unlikethecredit portfoliosin Central and Eastern Europe, the credit
portfolio of Erste Bank Oesterreich improved in 2010. The NPL
ratio based on customer loans decreased from 4.7% to 4.1%; fur-
thermore, ashift to better risk classeswas observed among perform-
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ing loans. Improvementsin credit quality were seenin all customer
segments but were especially strong among corporates. The resil-
ience shown by Austria’'s small and medium-sized businesses in
withstanding the effects of the global economic crisis was remark-
able.

CZECH REPUBLIC

Business profile. The Czech Republic segment includestheretail
and SME business of Ceské spoiitelnaand itssubsidiary operations.
Ceska spotitelna is the leading retail bank in the country and the
largest among Erste Group’s operationsin CEE. It serves some 5.3
millionretail, SME and large corporateclients; it operatesanetwork
of 667 branchesand 1,312 ATMs. Ceska spoitelnahasissued more
than 3.2 million bank cards, including almost half a million credit
cards. The bank’s building society, pension fund and factoring sub-
sidiaries also occupy leading positions in their respective fields.

Economic review

The Czech economy emerged from recessionin 2010 driven mainly
by the export-based manufacturing sector. The open Czech economy
clearly benefited from theindustry-driven recovery in Germany, the
country’s main trading partner. The car and manufacturing indus-
tries continued to play acrucial rolewithin exports. Growth became
more balanced towards the second half of the year, with household
consumption picking up aswell. Economic growth was also boosted
by two stimulus packages introduced in 2009 and valued at 2% of
the country’s GDP. Overall, real GDP increased by 2.3% in 2010,
while GDP per capitastood at EUR 14,000. After large scale redun-
dancies in 2009, labour market conditions improved during 2010,
but by year-end, the unemployment rate had increased by 0.4 per-
centage points to 9.0%.

Due to the low level of public debt compared to the EU-15, the
Czech government did not implement any substantial fiscal consoli-
dation measuresin 2010. Asaresult, the budget deficit remained at
arelatively high 5.3% of GDP. As of 2011, the government is ex-
pected to introduce cuts in public sector non-capital spending in-
cluding a 10% reduction in the public wage bill and cutsin social
spending. This is set to be complemented by a dlight increase in
taxes. Thanks to the solid export performance, the trade balance
closed 2010 with a surplus.

Inflation bottomed out in the last quarter of 2009 and increased
dlightly during 2010. In the first half of the year, rising oil prices,
the January VAT increase and the tobacco excise tax rise played a
role in the development of prices, while in the second half, higher
food prices contributed to rising inflation. As aresult, average con-
sumer prices in 2010 increased by 1.5%. The Czech koruna was
volatileinthefirst half of theyear driven mainly by external factors
such asthe sovereign debt crisisthat engulfed southern Europe, but
strengthened against the euro. The second half of theyear brought a
much more stable exchange rate environment. The Czech National
Bank cut the benchmark interest rate only once in 2010 when it
surprisingly decided to reduce theratein May by 25 basis pointsto
ahistoric low level of 0.75%.
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Key economic indicators — Czech Republic 2007 2008 2009 2010e
Population (ave, million) 10.3 10.4 10.5 10.5
GDP (nominal, EUR billion) 127.5 147.7 137.2 146.4
GDP/capita (in EUR thousand) 124 14.2 13.1 13.9
Real GDP growth 6.1 2.3 -4.0 2.3
Private consumption growth 4.9 3.5 -0.2 0.9
Exports (share of GDP) 70.2 66.8 58.0 63.7
Imports (share of GDP) 66.8 64.1 53.5 59.6
Unemployment (Eurostat definition) 6.6 5.4 8.6 9.0
Consumer price inflation (ave) 2.8 6.4 1.1 1.5
Short term interest rate (3 months eop) 4.1 3.6 15 1.2
EUR FX rate (ave) 27.8 25.0 26.4 25.3
EUR FX rate (eop) 26.5 26.9 26.4 24.8
Current account balance (share of GDP) -3.2 -0.6 -1.0 -2.4
General government balance (share of GDP) -0.7 -2.7 -5.8 -5.3

Source: Erste Group.

Market review

In 2010, the Czech banking market remained one of the most liquid
and well capitalised marketsinthe CEE region. A system-wideloan
to deposit ratio of 78% at year-end 2010 is a case in point. Due to
the solid fundamentals of the Czech banking market, the govern-
ment did not haveto provide any financial support to the sector over
the past years. Growth of the banking market, however, wassignifi-
cantly influenced by the macroeconomic developmentsresulting in
congtant customer loans and deposits. Foreign exchange-based
lending remained insignificant compared to some other CEE coun-
tries with higher interest rates. The NPL ratio for the sector in-
creased to 6.6% but was|ower than in other partsof the CEE region.
Customer deposits as a percentage of GDP remained among the
highest in CEE at 75%, driven by the highly developed savings
culture in the Czech Republic.

Financial intermediation — Czech Republic
(in % of GDP)
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Ceska sporitelnamaintained its position asthe largest retail bank in
2010. The bank’sretail market sharesranged between 25% and 30%
while its share in the corporate segment remained lower at around
20%. Overall, total asset market share increased sightly to 21.3%.
Ceska spoiitelna also kept its No. 1 position in the payment card
market with amarket share of 36%.

Market shares — Czech Republic (in %)
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Business review

Strategy. Ceské sporitelna's strategy is focused on growing with
the evolving needs of aretail customer base that is quickly becom-
ing wedlthier. At the sametime, the bank catersfor the mass market
and offers a broad range of services to corporate and public sector
customers. In line with this balanced and real economy-focused
business model, Ceska sporitelna aims to retain its leading market
positionsin all key product segments while not losing sight of fur-
ther improving client satisfaction.
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Highlights in 2010

Ceska spofitelna enjoys strong deposit inflows. At 3.5%,
customer deposit growth accel erated markedly after aflat perform-
ance in 2009. This development was driven by rising inflows from
municipalities and retail customers. In light of limited demand for
loans, Ceskéa sporitelna responded to this trend by fine-tuning its
offering of savings products. The products garnering the highest
interest continued to be the Golden Deposit, asavings product with
aguaranteed yield, and the Perfect Deposit, which paysout thefirst
half of the life-time yield at inception. The Structured Premium
Deposits and the Clever Savings Plan enabled customersto deposit
cash regularly and take advantage of value added services whilst
having immediate access to their funds.

Marginal decline in loan volumes. Despitethe slowly recovering
economy, customer loan volumes declined dlightly in 2010. This
was mainly due to the fact that while export-driven industries
thrived, domestic demand remained weak. Within the retail loan
book there was a small increase in consumer loans while housing
loans declined due to decreased activity in the real estate market.
Despite these factors, Ceska sporitelnamaintained itsleading posi-
tion in the mortgage market. In line with the still fragile economy,
the sale of loan insurance policies, i.e. policiesthat cover repayment
in case of unemployment, rose significantly. Overall, the bank’s
|oan-to-deposit ratio improved to below 70%.

Focus on the affluent segment. In 2010 Cesk& spofitelna's cus-
tomers continued to become wealthier and more sophisticated. It
was therefore a key goal of the bank to retain existing and attract
new customers, while still providing affordable services for mass-
market clients. Accordingly, Ceskasporitel nastrengthened itspres-
enceinthe premier banking market segment by establishingitsown
brand CS Premier and acquiring three Prague- and Brno-based
branches from HSBC. CS Premier is operated separately from the
existing branch network and hasits own product and service portfo-
lio. Inlinewith its strong overall market position, Ceska spotitelna
remained the largest player in this segment. At the end of 2010 there
were three CS Premier outlets with plans to open another 20
branches within 5 years.

Further success of flexible products. Product choice and flexi-
bility remained the key elementsin ensuring customer satisfaction at
Ceska sporitelnain 2010. Building on the success of the Personal
Account, aproduct introduced in 2007 that enables clientsto freely
choose the services they need, Ceska spoitelna launched Personal
Account Student for full-time students aged 15 to 30 and Personal
Account Junior for children between the ages of 8 and 15. By the
end of 2010 the number of Personal Account users has reached
2 million or about 20% of the Czech population. Viaanew Benefits
Programme, Ceské spotitelna continued to reward active users of
the Personal Account and other bank services. CS also introduced
the new CS Business Account that offers small businesses and cor-
porate clients the ability to freely select services based on their
requirements. In this way, clients only pay for the services they
actually use. In addition to businessmen and companies, the Busi-
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ness Account is also offered to self-employed persons, housing co-
operatives, apartment unit owner associations and tradesmen.

Leadership in electronic banking. Ceské spotitelna maintained
itsleadership positionin the area of electronic banking: the number
of active private individual users of its direct banking (viainternet
or phone) offering SERVIS 24 exceeded one million clients, com-
fortably making CSthe largest player in the market. Together with
BUSINESS 24’s corporate clients the total number of users reached
1.3 million while the number of transactions grew by 5% in 2010.

International and local recognition. Asin previousyears, Ceska
sporitelna received a number of local and international awards in
2010. In the local Fincentrum Bank of the Year survey, Ceska
sporitelna defended thetitle of “The Most Trustworthy Bank in the
Czech Republic” for the seventh consecutive time and was named
“The Bank of the Year 2010”. Among international awards, Ceska
sporitelna won “The Safest Bank 2010 in Central and Eastern
Europe’ as judged by the Globa Finance magazine. The bank’s
client call centre was recognised for providing the best customer
service in an international competition of contact centres in the
EMEA region organised by ContactCenterWorld.com, while tele-
phone banker Jaroslav Flek was named the best customer service
agent.

Financial review

in EUR million 2010 2009
Pre-tax profit 467.4 457.8
Net profit after minority interests 378.9 345.7
Operating result 916.6 853.1
Cost/income ratio 43.6% 44.9%
Return on equity 37.0% 36.5%
Customer loans 17,486 16,721
Customer deposits 24,576 22,415

In 2010, the operating result of the Czech retail and SME business
improved by EUR 63.5 million or 7.4% (currency-adjusted: +2.7%),
from EUR 853.1 million to EUR 916.6 million. This was mainly
attributable to higher net commission income on the back of higher
earningsin theretail segment and from insurance brokerage, and an
improved net trading result. Overall, net commission income rose
from EUR 429.5 million in the previous year by EUR 47.3 million
or 11.0% (currency-adjusted: +6.1%) to EUR 476.8 million. The net
trading result benefited from favourable exchange rate movements
and rose by EUR 23.9 million or 61.9% (currency-adjusted:
54.8%), from EUR 38.6 million to EUR 62.5 million. Net interest
income grew by EUR 6.4 million or 0.6% to EUR 1,087.2 million
(2009: EUR 1,080.8 million). The currency-adjusted decline of
3.8% was caused by lower market interest rates and lower loan
growth.

Compared to the previous year, operating expenses rose by EUR
14.0 million, or 2.0%, to EUR 709.8 million. However, currency-
adjusted, operating expenses declined by 2.5% as a result of rigor-
ous cost-cutting. Thesignificant increasein risk costsby EUR 77.7
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million or 27.0%, (currency-adjusted: +21.4%), from EUR 288.1
millionin 2009 to EUR 365.8 million, reflected rising provisioning
requirements in all business segments due to the economic envi-
ronment. The item other result was up by EUR 24.0 million or
22.3% (currency-adjusted: +25.7%), from EUR -107.3 million in
the previous year to EUR -83.3 million. At EUR 32.6 million, re-
valuations required for real estate investments were much lower in
2010 than in the previous year.

Net profit after minorities rose by EUR 33.2 million or 9.6% (cur-
rency-adjusted: +4.8%), from EUR 345.7 million to EUR 378.9
million. The cost/income ratio was 43.6% (2009: 44.9%); return on
equity was 37.0% (2009: 36.5%).

Credit risk

Total exposure in the Czech Republic segment amounted to EUR
27.6 billion at year-end 2010, up amost EUR 700 million year-on-
year. Loans to customers increased during the reporting period by
4.6% to EUR 17.5 billion. While loans to households increased
from EUR 9.4 hillion to EUR 9.9 hillion year-on-year, loans to
corporates went up from EUR 6.7 billion to EUR 6.9 hillion; loans
to the public sector remained stable at EUR 0.7 billion. The segment
Czech Republic accounted for more than 13% of consolidated cus-
tomer loans at year-end 2010. In terms of loan volume, the Czech
Republicisthe most important market for Erste Group after Austria.

Inthe Czech Republic, loansare granted almost exclusively inlocal
currency. The share of foreign currency loans at year-end 2010 was
only 4.1% and foreign currency loanswere only extended to corpo-
rate customers. The tighter lending criteria introduced in 2009 —
especially for commercial real estate financing and new working
capital facilitiesto small and medium-sized businesses — were kept
unchanged.

Compared to other countries in Central and Eastern Europe, the
negative effects of the global financial and economic crisis were
relatively minor in the Czech Republic. This development and
effective risk management contained the deterioration of the credit
portfolio. Thiswas particularly truefor private consumer and mort-
gageloans. A trend reversal in corporateloan quality occurredinthe
last quarter of the year, ending the negative development that had
prevailed for aconsiderabletime. The NPL ratio based on customer
loansrose by 1.4 percentage pointsto 6.0% in 2010. The NPL cov-
erage ratio rose significantly from 66.2% at year-end 2009 to
70.0%.

ROMANIA

Business profile. The Romania segment includes the retail and
SME business of BancaComerciala Roméana (BCR) and itssubsidi-
aries. BCR offers a complete set of retail and corporate banking
services through a network of 668 branches and 48 commercial
centres as well asinternet and phone banking. In addition, it oper-

ates the largest national network of ATMs and POSs — more than
2,200 and approximately 17,800 units, respectively. With total assets
of EUR 17.3 billion and 4.6 million customers as at year-end 2010
BCR is the leader in the Romanian banking market. BCR is also
top-ranked in leasing and well-positioned in the pension fund and
brokerage business.

Economic review

After the deep recession in 2009, the Romanian economy continued
to struggle in 2010. However, many economic indicators clearly
improved in 2010. Asone of theleast open economiesintheregion,
with exports accounting for only one fourth of the country’s GDP,
Romaniabenefited lessthan other CEE countriesfrom the economic
recovery in Western Europe. The biggest contributor to the Roma-
nian economy, domestic consumption remained subdued throughout
2010. In addition, the economy was negatively impacted by the
austerity package implemented by the government in July. The
package, a pre-requisite for receiving further IMF/EU loans, in-
cluded a 25% cut in public wages, afive percentage point hike in
VAT to 24% and the reduction of some social benefitsand subsidies.
One of the mitigating factorswasthe favourable performanceinthe
agricultural sector which accounted for 8% of the country’s GDP,
much higher than in other CEE countries. All inall, Romania'srea
GDP fell by 2.1% in 2010 with GDP per capita equalling EUR
6,000 in 2010. Employment showed some improvement with the
number of registered unemployed persons declining by 80,000 in
2010. The unemployment rate stood at 7.3% at the end of the year.

The current account deficit widened marginally in 2010 mainly due
to the decrease in remittances from Romaniansworking abroad and
lower inflows of EU funds. A share of 40% of the current account
deficit was covered by foreign direct investments (FDI), which
targeted sectorswith high growth potential such asenergy, informa-
tion technology and agriculture. Overall, FDIs remained weak
mainly dueto the wait-and-see stance taken by investors asaresult
of the political uncertainty and the generally sluggish economy. Due
to the harsh austerity measures, the budget deficit was contained at
6.8% of GDPin 2010, as agreed with the IMF,

Inflation was in line with expectations in the first half of the year,
while prices rose in the second half of the year due to the VAT in-
crease. However, this effect was partly offset by the decline of
household purchasing power and the good agricultural harvest.
Overall, consumer price inflation averaged 6.1% in 2010. In line
with this development, the Romanian National Bank cut the base
rateto ahistoric low of 6.25% in thefirst half of the year, but left it
unchanged thereafter. The EUR/RON exchange remained volatile
during the year and hit anew low at 4.40 in June, as companiesand
households converted their RON-denominated deposits into FX
deposits. Thedisbursement of thefifth IMF tranche, though, helped
to stabilise the currency in the range of 4.2 to 4.3 in the second half
of theyear.
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Key economic indicators — Romania 2007 2008 2009 2010e
Population (ave, million) 21.6 21.6 215 215
GDP (nominal, EUR billion) 124.8 139.8 115.9 121.4
GDP/capita (in EUR thousand) 5.8 6.5 5.4 5.7
Real GDP growth 6.3 7.3 -7.1 -2.1
Private consumption growth 10.3 9.4 -9.2 -3.6
Exports (share of GDP) 23.7 24.1 25.1 30.7
Imports (share of GDP) 41.2 40.8 335 38.5
Unemployment (Eurostat definition) 6.4 5.8 6.9 7.3
Consumer price inflation (ave) 4.8 7.9 5.6 6.1
Short term interest rate (3 months eop) 8.4 155 10.7 6.2
EUR FX rate (ave) 3.3 3.7 4.2 4.2
EUR FX rate (eop) 3.6 4.0 4.2 4.3
Current account balance (share of GDP) -13.4 -11.6 -4.2 -4.7
General government balance (share of GDP) -2.5 5.4 -8.6 -7.0

Source: Erste Group.

Market review

In 2010 the Romanian banking market was negatively impacted by
the economic development of the country. Profitability of the bank-
ing sector declined as aresult of higher loan losses and lower new
business volumes. Accordingly, anumber of smaller banks became
unprofitable in 2010. Importantly, however, the Romanian banking
market remained liquid and well capitalised in 2010. Customer loans
grew only by 4.4% dueto very low demand and the cautiouslending
policies applied by banks. The only loan growth driver was “Prima
Casa’, a government-guaranteed euro-based mortgage programme
introduced in 2009. Asthe programme proved to be very successful,
the government decided to launch asecond tranchein February 2010
totalling EUR 700 million. Under the new schemethe state guarantee
was raised to a maximum of EUR 75,000 for new family homesin
order to support the country’s real estate market.

At a growth rate of 6.9%, retail deposits continued to drive the
Romanian deposit market, while corporate deposits rose by only
2.5% as businesses shifted towards buying government securities.
FX-based deposits accounted for 36% of total customer depositsand
remained a significant funding source for FX loans. These euro-
based deposits were supported by remittances from Romanians
working abroad. Customer deposits were up by 5.0% in 2010, mar-
ginally outgrowing loans and resulting in an improvement in the
|oan-to-deposit ratio to 120% at the end of 2010.

In a difficult market environment BCR maintained its leadership
position in all product segments. With a market share of 40%, the
bank also maintained its No. 1 position in the “Prima Casa’ mort-
gage segment, the only growth driver in thelending market in 2010.
This was complemented by an increasing market share in munici-
pality financing.
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Business review

Strategy. BCR's main strategic objectiveisto maintainitsleading
market position by further improving its sales channels as well as
back office processes, and by continuing to put customer needs at
the forefront of all activities. The main goal is to further increase
customer loyalty and hence long-term profitability, while at the
same time adhering to strict lending standards and offering high
quality savings and investment products.

Highlights in 2010

Further improvement in customer satisfaction. BCR continued
to focus on improving customer service and increasing customer
satisfaction in 2010. Aiming to standardise the sales process and
enhance the service, BCR launched a branch network-wide pro-
gramme called Sales Force Effectiveness (SFE) for its retail and
SME customers. This programme provides branch managers and
sales people with an appropriate tool to better identify and serve
customer needs. Moreover, BCR introduced a new sales force and
customer care approach at branch network level, implementing a
single point of contact concept for mass affluent retail customers.
Similarly, aproject that aimsto optimisethe servicefor SME clients
was launched.

Operating in a low growth environment. As part of BCR'S
lending strategy in alow growth environment certain segments of
the retail and corporate business activities were prioritised: large
corporate lending on the one hand and secured retail lending on the
other. The main focus was to originate new loans with afavourable
risk-reward profile. In theretail segment, the driver of loan growth
wasthe state-guaranteed, euro-based * Prima Casa’ mortgage scheme
in which BCR achieved a40% market sharein 2010. Another focal
point was the deposit business, in which the bank also successfully
managed to maintain its market position. Overall, BCR’s loan-to-
deposit ratio improved further in 2010 to 138%.

Continued focus on risk management. In 2010 BCR imple-
mented a scoring system based on customer behaviour and started
devel opment work on anew risk-adjusted pricing model for lending
products. Going forward these measures should have a positive
effect on asset quality. The past year also saw a continuation of
specia rescheduling and restructuring proceduresfor both retail and
corporate customers, helping them to cope with the difficult eco-
nomic environment.

Advice on, and participation in EU-funded projects. Building
on its strength in pre-accession funding and in lobbying for an
improved structural funds mechanism, BCR continued to play an
important rolein advising on and co-financing EU-funded projects.
In fact, BCR advised on 41% of all projects approved for EU fi-
nancing in 2010. In addition to providing consultancy services on
the best and most cost-effective funding mix as well as fostering
investment activity in the overall economy, the bank also helped
clients to improve their business models.

Financial review

in EUR million 2010 2009
Pre-tax profit 24.8 129.4
Net profit after minority interests 8.5 73.5
Operating result 581.7 644.9
Cost/income ratio 39.2% 37.3%
Return on equity 1.6% 13.4%
Customer loans 11,248 11,190
Customer deposits 7,793 7,297

Net interest income in the Romanian retail and SME business de-
creased in 2010 by EUR 38.2 million or 4.6% (currency-adjusted: -
5.2%), from EUR 836.8 million to EUR 798.6 million, due to the
changing loan book mix — new retail loans were mainly related to
state-guaranteed mortgages, while consumer loans declined inim-
portance—aswell asthe sale of non-performing loans and theintro-
duction of morestringent consumer protection legislation. Thelatter
also impacted net commission income, which decreased by 30.4
million or 18.4% (currency-adjusted: -19.0%), from EUR 164.8
million to EUR 134.4 million. The net trading result declined by
EUR 2.6 million or 10.1% (currency-adjusted: -10.7%), from EUR
26.6 million in 2009 to EUR 24.0 million. Operating expenses
declined by 2.1% (currency-adjusted: -2.8%), from EUR 383.3
million in 2009 to EUR 375.2 million. The cost/income ratio
equalled 39.2% against 37.3% in 2009.

The operating result decreased from EUR 644.9 million to EUR
581.7 million, areduction of EUR 63.2 million or 9.8% (currency-
adjusted: -10.4%). Risk provisions of EUR 506.7 million in 2010
were EUR 25.7 million or 4.8% (currency-adjusted: -5.5%) lower
than in 2009.

Thedeteriorationintheitem other result by EUR 67.2 million, from
EUR 17.0 million to EUR -50.2 million, was caused mainly by
positive one-time effectsin 2009, but al so by write-downs—primar-
ily in the leasing business — in the current year. Net profit after
minorities decreased by EUR 65.0 million (-88.5% or currency-
adjusted: -88.6%), from EUR 73.5 million to EUR 8.5 million.
Return on equity was 1.6% compared to 13.4% in the previousyear.

Credit risk

Total exposure in the Romania segment was amost EUR 15.3 bil-
lion at year-end 2010 (year-end 2009: EUR 14.3 billion). Customer
loans increased by 0.5% to EUR 11.2 hillion and accounted for
8.5% (year-end 2009: 8.7%) of Erste Group’stotal customer loans.
The subdued loan growth was primarily attributable to the overall
economic environment with drastic austerity measuresin the public
sector and the continued decline in gross domestic product. The
decrease in consumer loans was offset by higher lending to the
public sector.

The share of foreign currency loansin the credit portfolioincreased
from 58.7% to 62.1% and consisted almost entirely of euro loans.
With the support of new scoring models, credit standards were
tightened over the past years. Furthermore, efforts to avoid credit
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defaultswereintensified, with aspecial focuson restructuring loans
of private and corporate customers to adjust to the deteriorated
economic situation. Minor parts of the non-performing loan portfo-
lio were sold on the secondary market.

The sustained recession caused a further deterioration of credit
quality, although the negative dynamic slowed considerably versus
2009. The share of the top two risk categories decreased from
71.5% to 65.8% of total customer loans; whilethe NPL ratio based
on customer loans increased from 13.1% to 18.0%. At year-end,
corporate loans continued to be of slightly better quality than retail
loans despite afaster deterioration in asset quality during the year.
The devel opment was particul arly negativein the subsegment of the
self-employed and small businesses, with the share of this subseg-
ment decreasing and being only of minor significance at less than
7% of thetotal credit portfolio. Asrisk provisionsweresignificantly
increased by a net allocation of EUR 267 million, reserves were
adequate for covering any credit losses. The NPL coverageratio at
year-end was 54.4%.

SLOVAKIA

Business profile. The Slovakiasegment encompassestheretail &
SME business of Slovenskéa sporitel'na (SLSP) and its subsidiaries.
Slovenské sporitel'na, the formerly state owned savings bank, isthe
long standing retail market leader and isone of thetop playersinthe
corporate segment. Slovenska sporitel'ia also occupies leadership
positionsin asset management, leasing and factoring. It serves some
2.5million clients, or about half of the Slovak population, through a
network of 291 branches and more than 705 ATMs.

Economic review

Slovakia, one of the most open economies in the CEE region, was
among the main beneficiaries of the recovery in Western Europein
2010. Economic growth, which due to the base effect was even
stronger in the first half of 2010 than in the second, was clearly
driven by external demand while domestic consumption remained
subdued throughout the year. Exportsrose by 22%in 2010 and were
supported by rising industrial production. Newly-built production
facilities, such as new factories commissioned by Volkswagen,
computer equipment maker AU Optronicsaswell astheKIA engine
plant contributed significantly to this development. Overall, real
GDPin Slovakiarose by 4.1% in 2010, while GDP per capita ad-
vanced to EUR 12,100. The unemployment rate, one of the main
problems in the country, increased to 14.4% in 2010.

Thecurrent account deficit in Slovakiadeteriorated to 4.3% of GDP
mainly due to a weaker trade balance, while the budget deficit re-
mained at an elevated level because of lower tax revenues, higher
socia spending and initiatives to fight the crisis. As a result, the
government adopted fiscal measures aimed at curbing the budget
deficit, including atemporary hike of VAT to 20%, increased excise
taxes on tobacco and alcohol, and lowered public sector expendi-
ture.

Inflation remained low throughout 2010 with some acceleration
taking placein the second half of theyear mainly dueto higher food
prices. These were offset by weak demand, though. In 2010 Slova-
kiacontinued to benefit from low euro zoneinterest rates, following
euro adoption in 2009.

Key economic indicators — Slovakia 2007 2008 2009 2010e
Population (ave, million) 5.4 5.4 5.4 5.4
GDP (nominal, EUR billion) 54.9 64.5 63.1 65.9
GDP/capita (in EUR thousand) 10.2 11.9 11.6 12.1
Real GDP growth 10.5 5.8 -4.8 4.1
Private consumption growth 6.9 6.1 0.2 -0.3
Exports (share of GDP) 76.9 73.9 63.0 73.8
Imports (share of GDP) 78.1 75.0 61.5 73.5
Unemployment (Eurostat definition) 11.0 9.6 12.1 14.4
Consumer price inflation (ave) 2.8 4.6 1.6 1.0
Short term interest rate (3 months eop) 4.3 3.0 0.7 1.0
EUR FX rate (ave) 1.1 1.0 1.0 1.0
EUR FX rate (eop) 1.1 1.0 1.0 1.0
Current account balance (share of GDP) -5.3 -6.6 -3.6 -4.3
General government balance (share of GDP) -1.8 -2.1 -7.9 -7.5

Source: Erste Group.

Market review

The positive macroeconomic environment had afavourable impact
on Slovakia's banking market. Customer loans grew by 5.2% in
2010 with the retail segment leading the way on the back of im-
proved consumer confidence. Corporate loan volumes stayed flat
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year-on-year. Foreign currency lending remained insignificant.
Following substantial deposit outflows in 2009, the first half of
2010 brought strong deposit inflows, resulting in an annual growth
rate of 6.8%. Overall, the Slovak market remained one of the most
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liquid and well balanced banking sectors in the region with aloan-
to-deposit ratio of 85%.

Financial intermediation — Slovakia (in % of GDP)
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In theimproved banking market environment Slovenska sporitelna
successfully maintained its leading market positions. The bank’s
total asset market share was above 20%, while it also continued to
lead the market in customer loans and deposits. Slovenska
sporitelna posted the largest market share gain in the housing loan
segment, where its stake increased to a multi-year high of 25.8%.
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Business review

Strategy. The strategic focus of Slovenské sporitel'ia remains on
maintaining its leading market position in retail and SME banking,
by building on its unique strength in retail funding, on itstrustwor-
thiness and on its distribution network. In addition, SLSP aims to

strengthen its position in corporate banking. It is also committed to
enhance the customer experience by improving accessibility and
raise its operating performance by increasing efficiency.

Highlights in 2010

Broader market presence. In 2010 Slovenska sporitelna ex-
panded its branch network by 12 units to 291 outlets. This move
was complemented by employing additional relationship managers
with aview to establish new and maintain existing client relation-
ships. The bank also expanded its self-service activities: it installed
an additional 45 ATMs across the country, bringing their total num-
ber to 705. In line with this development, the number of debit cards
also rose from 1.2 million to 1.3 million in 2010. The number of
credit cards remained insignificant.

Solid retail loan growth, continued deposit leadership. An
excellent funding base and increasing demand enabled Slovenska
sporitelnato grow retail loans by 12.9% in 2010. This growth was
materially driven by housing loans, which accounted for more than
two thirds of theretail portfolio at the end of 2010. Consumer loans
also grew ahead of the market, but at a slower speed than in the
previous year. While the retail business performed well, corporate
loan volumes fell by 17.8%, mainly due to slowing demand from
large corporate customers. The definition of a new corporate cus-
tomer strategy, which should result in a much stronger presencein
this segment going forward, also contributed to thereduction. Over-
all, customer loans declined dlightly year-on-year. Despite the de-
crease in customer deposits in both the retail and corporate seg-
ments, Slovenska sporitel naremained the deposit market leader by a
wide margin.

Focus on cost management. Following the organisational
streamlining in 2009, Slovenska sporitelna continued to focus on
cost management in 2010. To this effect the bank introduced effi-
ciency measures in all key corporate centre functions, including
personnel, IT and property management. Together with the strong
topline performance this resulted in a further significant improve-
ment in the cost/income ratio.

Financial review

in EUR million 2010 2009
Pre-tax profit 171.6 42.4
Net profit after minority interests 136.5 27.6
Operating result 315.2 249.1
Cost/income ratio 41.3% 50.0%
Return on equity 31.6% 6.0%
Customer loans 5,716 5,670
Customer deposits 7,144 7,145

The operating result in the Slovak retail and SME business rose by
EUR 66.1 million or 26.5%, from EUR 249.1 million in 2009 to
EUR 315.2 million. This positive development was driven by in-
creased net interest income and lower operating expenses.
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A consistent pricing policy together with solid volume growthinthe
retail segment contributed to the increase in net interest income,
which rose by EUR 40.9 miillion, or 10.6%, from EUR 385.9 mil-
lion in the previous year to EUR 426.8 million. Net commission
incomeincreased by 1.9% to EUR 106.6 million (2009: EUR 104.6
million). The net trading result decreased by EUR 4.3 million, from
EUR 8.3 million to EUR 4.0 million in 2010. The reduction in
operating expensesby EUR 27.4 million or 11.0%, from EUR 249.6
million to EUR 222.2 million, resulted largely from efficiency
measures initiated in 2009. Accordingly, the cost/incomeratio im-
proved significantly from 50.0% to 41.3%. Risk provisions—which
were negatively influenced by the economic environment especialy
in the second half of 2009 — improved by EUR 33.3 million or
21.2%, from EUR 156.5 million in the previousyear to EUR 123.2
million. The item other result improved by EUR 29.8 million or
59.3% to EUR -20.5 million (compared to EUR -50.3 million in
2009) mostly because of the release of provisions no longer re-
quired.

Net profit after minoritiesrosefivefold by EUR 108.9 million, from
EUR 27.6 millioninthepreviousyear to EUR 136.5 million. Return
on equity of 31.6% was significantly better than the 2009 level of
6.0%.

Credit risk

Tota exposure in the Slovakia segment amounted to EUR 9.4 bil-
lion at year-end 2010, 6.7% or ailmost EUR 0.7 billion lower than at
year-end 2009. However, customer loansincreased by 0.8%to EUR
5.7 billion at year-end 2010, accounting for 4.3% of Erste Group's
total customer loan volume. There was a significant shift in the
portfolio from corporate loans to retail loans.

Theloan portfolio consisted almost entirely of local currency loans;
there were till no foreign currency loans to private individuals.
Collateral coverageincreased significantly inthe past few years. In
light of the deterioration in asset quality due to the economic down-
turn, new lending to certain industries, such asfor commercial real
estate, was cut back.

In contrast, the dynamic economic development in 2010 —compared
with the EU average — had a positive impact on asset quality. The
NPL ratio based on customer |oans decreased in the fourth quarter;
athough it increased by half a percentage point to 8.0% year-on-
year with diverging developments being seen in the individual
customer segments. While defaults on corporate loans increased
from 8.4% to 11.5%, defaults on retail loans dropped from 7.0% to
6.8%. Asin many countries of Central and Eastern Europe, asset
quality in the SME subsegment worsened in 2010. Another sign of
the gradual improvement in the economic situation of borrowers
wasthe migration to better risk classeswithin thevarious categories
of performing loans. Non-performing loan coverage by risk provi-
sions amounted to 81.9% at year-end.
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HUNGARY

Business profile. The Hungary segment comprises the retail and
SME business of Erste Bank Hungary and its subsidiaries. Erste
Bank Hungary is a considerable player in the Hungarian banking
market: it operates a network of 184 branches, more than 400
ATMs, 27 commercia centres for SME customers and uses nearly
350 post offices as an additional, variable cost sales channel. In
addition, Erste Bank Hungary serves 900,000 clients and has market
shares between 7-14%, depending on the product category. It also
has significant market positions in the brokerage business and in
leasing.

Economic review

After the deep recession of 2009, Hungary’s economy slowly re-
turned to growth in 2010. Asone of the most open economiesin the
CEE region, Hungary benefited materialy from the economic re-
covery in Western Europe, especially in Germany. The rebound of
Hungary’s economy in 2010 was clearly driven by exports, as de-
mand for country’s main export items - cars and electronic equip-
ment - increased significantly. In contrast, import volumes lagged
behind those of exports which translated into a considerable trade
surplus. Househol d consumption remained sluggish throughout the
year, faling by 2% due mainly to a higher unemployment rate and
very slow loan growth. Overall, Hungary’sreal GDPgrew by 1.2%,
agrowth rate near pre-crisislevels, while GDP per capitaadvanced
to EUR 9,900. Unemployment, which started to increase in 2008,
deteriorated to 11.1% during the course of theyear. In addition, the
labour market participation rate in Hungary was among the lowest
in Europe at 55.5%.

One of the most important events impacting Hungary's economic
development in 2010 was the general election in April. After eight
years of socidist-led governments, the conservative party Fidesz
won a landslide victory in April 2010. The new government an-
nounced that it would comply with the 3.8% budget deficit target for
2010 agreed with the International Monetary Fund. However, unlike
former austerity packages, the government’s programme was fo-
cused on increasing revenues by introducing punitive taxes on
corporate sectors such as financial services, retail, energy and tele-
communications. In addition, the government introduced spending
cutsin the public sector and suspended transfers to private pension
funds. As part of its longer-term economic plan, the government
also cut corporate as well as personal income taxes.

Consumer priceinflation wasimpacted by global energy prices, but
remained under control throughout the year, averaging 4.9% in
2010. The Hungarian forint was volatilein thefirst half of the year
and hit new trading lows versus the euro and Swiss franc in July
driven by macroeconomic and political uncertainties. Inthe second
half of the year, the forint recovered and traded in a much tighter
range against both currencies. The central bank cut the benchmark
interest rate four timesin the first four months of the year to an all-
time low of 5.25%, while two 25 basis points rate hikes came in
November and in December resulting in a base rate of 5.75% by
year end.
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Key economic indicators — Hungary 2007 2008 2009 2010e
Population (ave, million) 10.1 10.0 10.0 10.0
GDP (nominal, EUR billion) 101.1 105.6 92.9 99.2
GDP/capita (in EUR thousand) 10.0 10.5 9.3 9.9
Real GDP growth 0.8 0.8 -6.7 1.2
Private consumption growth -1.6 -0.6 -6.7 -2.0
Exports (share of GDP) 68.3 69.5 63.6 72.2
Imports (share of GDP) 68.4 69.7 59.6 66.6
Unemployment (Eurostat definition) 7.4 7.8 10.0 11.1
Consumer price inflation (ave) 8.0 6.1 4.2 4.9
Short term interest rate (3 months eop) 7.5 10.0 6.2 5.9
EUR FX rate (ave) 251.3 251.3 280.6 275.4
EUR FX rate (eop) 253.4 264.8 270.8 278.8
Current account balance (share of GDP) -6.9 -7.4 -0.5 1.9
General government balance (share of GDP) -5.0 -3.8 -4.4 -3.8

Source: Erste Group.

Market review

For Hungary’ sbanking market 2010 wasadifficult year. One of the
most important changes was the sharp shift from Swiss franc-based
lending to Hungarian forint-based loans. This shift became evident
ahead of the ban on entering foreign currency-based mortgagesinto
theland register in July. Thisregulatory change and clients’ limited
willingness to take out local currency loans led to a significant
slowdown in lending. As a result, customer loans grew only by
4.3%in nominal termsin 2010; adjusted for the appreciation of the
Swiss franc, customer |oans actually declined. The deposit market
was also influenced by macroeconomic conditions and hence re-
mained flat in 2010.

Financial intermediation — Hungary (in % of GDP)
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The sector’ s profitability was a so significantly impacted by another
regulatory change. The newly el ected Hungarian government intro-
duced a banking tax totalling EUR 770 million in 2010 to comply

with the budget deficit targets agreed with the International Mone-
tary Fund. According to the law, this additional banking tax
amounted to 0.53% of the banks adjusted total balance sheet in
2010. As a result of limited growth and this additional expense,
more than half of the banks became unprofitable in 2010.

Market shares — Hungary (in %)
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Inthisdifficult market environment Erste Bank Hungary wasableto
increase its lending market share, but lost marginal deposit market
share. In the retail loan segment the bank’s market share increased
further to 14% while in the corporate segment it remained stable at
9%. This development was all the more satisfactory as margins
improved at the same time. Deposit market shares declined dlightly
to the range of 7-8% depending on customer segment.
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Business review

Strategy. The main strategic goal of Erste Bank Hungary is to be
one of the most efficient banksin the market. At the same time the
bank aimsto further strengthen its deposit funding base in order to
improve its |oan-to-deposit ratio. In addition, Erste Bank Hungary
aimsto grow market sharesin the key retail and SME segment in a
sustainable manner.

Highlights in 2010

Resilient operating performance. Intheface of asow economic
recovery and a changing regulatory environment Erste Bank Hun-
gary’soperating performancewasvery good in 2010. Sincethe new
government took officein spring it has passed many regul ationsthat
have had adirect impact on the banking market, including atax on
banks, a set of prudent lending criteria and an effective ban on FX
lending. In this environment demand for loans remained low, asset
quality suffered and the bottom line turned negative. In response,
Erste Bank Hungary put aspecia effort into increasing itsoperating
efficiency: it maintained the net interest margin, it ran customer
activation and acquisition programmes with aview to increase fee
income and it kept operating expenses under control, by closing
down loss-making branches.

Local currency lending moves to the forefront. As a direct
result of the effective banning of FX lending as of July 2010, the
Hungarian forint took over as the sole lending currency for retail
clients. Thisled to an immediate year-on-year declinein new retail
loan volumes, which since then have stabilised, supported by the
declinein local interest rates. On the corporate end, loan volumes
stagnated, as investment appetite remained weak and customers
often deferred investments. Accordingly, Erste Bank Hungary fo-
cused on supporting the existing client base by optimising their
funding mix. The bank al so dedicated significant resourcesto client
monitoring in order to detect customers with payment difficulties
and address any issues at an early stage.

Brokerage business maintains top position. Erste Investment
Hungary, the brokerage subsidiary of Erste Bank Hungary, retained
its leading position in the Hungarian market: in terms of cash vol-
umestraded on the Hungarian stock exchange, the company reached
a22% market sharein 2010. The number of retail customersusing
electronic sales channels also increased in 2010. Specia efforts
were made to introduce new investment products to retail custom-
ers, while in the private banking segment the focus remained on
increasing the customer base through marketing investment certifi-
cates. These efforts offset the growing competition and narrowing
margins.
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Financial review

in EUR million 2010 2009
Pre-tax profit -7.1 83.5
Net profit after minority interests -21.8 57.9
Operating result 305.5 255.7
Cost/income ratio 39.9% 45.6%
Return on equity n.a. 14.7%
Customer loans 7,763 7,301
Customer deposits 3,887 3,931

Net interest income of the Hungarian retail and SME business im-
proved — partly due to currency developments —from EUR 353.6
millionin 2009 to EUR 387.1 million (+9.5% or currency-adjusted:
+7.4%). The rise in net commission income and lower operating
expenseswere key contributorsto the solid operating result of EUR
305.5 million (+EUR 49.8 million or +19.5% (currency-adjusted:
+17.3) over the previous year’s figure of EUR 255.7 million). Net
commission income developed positively in al categories, rising
from EUR 86.2 million by EUR 11.6 million to EUR 97.8 million
(+13.6% or currency-adjusted: +11.4%) in 2010. Operating ex-
penses improved in 2010, from EUR 214.0 million by EUR 11.4
million (-5.3%, currency-adjusted: -7.1%) to EUR 202.6 million, as
aresult of cutsin personnel, marketing and consulting expenses.
The cost/income ratio equalled 39.9% in 2010 (2009: 45.6%).

The increase in risk provisions by 43.0% (currency-adjusted:
+40.4%), from EUR 170.8 million to EUR 244.3 million in 2010,
reflected the economic contraction and exchangerate volatility. The
item other result deteriorated in 2010 by EUR 67.0 million, from
EUR -1.3 million to EUR -68.3 million, ailmost exclusively due to
the introduction of the banking tax (EUR -49.8 million). Asacon-
sequence, net profit after minorities decreased from EUR 57.9
million in 2009 to EUR -21.8 million.

Credit risk

Total exposure of the Hungary segment declined by 11.4% to EUR
8.1 hillionin 2010, while loansto customers grew by 6.3% to EUR
7.8 hillion; its share in total customer loans of Erste Group was
5.8% at year-end 2010. The distribution between retail and corpo-
rate loans shifted in favour of household loans. The currency-
adjusted negative growth in credit volume was a result of the —
despite a positive trend — still harsh macroeconomic situation in
Hungary as well as the more restrictive lending policy. The near
20% appreciation of the Swiss franc versus the euro and the forint
was the sole cause of the expansion of the loan portfolio in 2010
despite the discontinuation of Swiss franc lending in 2009.

Nevertheless, the share of foreign currency loanswas still 76.7% at
year-end 2010. Lending criteria were adjusted to the changed eco-
nomic conditions by giving the cash flows of companies and the
income situation of households a higher weighting.

Asset quality continued to deteriorate, but the growth rate of non-
performing loans decreased in the second half of 2010. 80.1% of
customer loans were classified in the best two risk categories at
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year-end (year-end 2009: 86.3%), while non-performing loans
amounted to 12.0% of the total portfolio (year-end 2009: 7.6%).
Defaulted consumer and housing loans increased at a faster pace
than non-performing corporate loans. NPL coverage improved in
2010 from 46.2% to 50.0%; thislevel is considered adequate in the
light of the high share of mortgage |oans and the conservative va ua-
tion of real estate.

CROATIA

Business profile. The Croatia segment comprises the retail &
SME business of Erste & Steiermérkische Bank (ESB), commonly
referred to as Erste Bank Croatia, and Erste Bank Montenegro. It
services some 851,000 clients via a network of 141 branches and
well devel oped alternative channels, such astheinternet and mobile
communications aswell asATMs. Erste Bank Croatiais one of the
major banking institutions in Croatia with double-digit market
sharesinall key product categories. In addition to banking services,
Erste Bank Croatia also occupies strong market positionsin awide
range of financial services, such as fund management, pension
funds, brokerage and leasing.

Economic review

The Croatian economy remained fragilein 2010. Asone of theleast
open CEE economies as measured by goods exports, Croatiafailed
to benefit materially from the economic rebound in Western Europe.
In addition, domestic demand continued to be weak, with private
consumption declining by 0.9% in 2010. The development of

household consumption was also impacted by poor |abour market
conditions with the unemployment rate increasing to 11.9%. These
negative trends were only partly offset by the favourable tourist
season which isan important source of income and has been amajor
pillar of the country’s economy. Importantly, Croatia was again
among thetop 20 most-visited countriesintheworldin 2010. All in
all, the Croatian economy shrank further in 2010 with real GDP
declining by 1.4% in 2010 and GDP per capita amounting to EUR
10,400.

Asareaction to the economic downturn, the government adopted a
mid-term economic programme, which featured structural reforms
in the public sector, most notably changes to the judiciary, health-
care and pension systems. In the short-term, however, the budget
deficit widened to 5.5% of GDPin 2010 as revenues were not in-
creased sufficiently — the government only hiked excise duties on
cigarettes and gasoline — nor expenditure cut significantly. Never-
theless, EU accession by 2012-13 and the subsequent swift adoption
of the euro in light of the already widespread use of the common
currency remained key targets for Croatia. As aresult of weak do-
mestic demand, average consumer pricesincreased by only 1.2%in
2010 with price pressure being mostly related to energy and admin-
istrative prices. In order to manage inflation, the central bank con-
tinued with its policy of keeping its currency within anarrow range
versus the euro.

Key economic indicators — Croatia 2007 2008 2009 2010e
Population (ave, million) 4.4 4.4 4.4 4.4
GDP (nominal, EUR billion) 42.8 47.4 45.4 45.6
GDP/capita (in EUR thousand) 9.7 10.8 10.3 10.4
Real GDP growth 5.5 2.4 -5.8 -1.4
Private consumption growth 6.2 0.8 -8.5 -0.9
Exports (share of GDP) 215 20.7 17.0 19.5
Imports (share of GDP) 43.5 43.5 33.3 33.0
Unemployment (Eurostat definition) 9.6 8.4 9.1 11.9
Consumer price inflation (ave) 2.9 6.1 2.4 1.2
Short term interest rate (3 months eop) 6.9 8.2 3.8 25
EUR FX rate (ave) 7.3 7.2 7.3 7.3
EUR FX rate (eop) 7.3 7.3 7.3 7.4
Current account balance (share of GDP) -7.6 -9.2 -5.5 -2.6
General government balance (share of GDP) -2.0 -1.8 -4.3 -5.5

Source: Erste Group.

Market review

In 2010, the Croatian banking market remained among the most
developed in the CEE region based on financial intermediation
figures. Foreign parent banks have maintained their exposureto the
country and hence contributed to the continued stability of the bank-
ing system. Credit activity, however, was negatively influenced by
general macroeconomic weakness, prompting the Croatian National

Bank to amend the law which limited loan growth. Overall, cus-
tomer loans grew by 8.2% in 2010. The deposit market was sup-
ported by the strong tourist season, with euro-based deposits re-
maining an important savings product. Overall, customer deposits
grew by 4.8% in 2010 while the banking system’s |oan-to-deposit
ratio stood at 127% at the end of the year.
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Financial intermediation — Croatia (in % of GDP)
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Erste Bank Croatia remained among the top three players in the
market. Loan and deposit growth of Erste Bank Croatia performed
broadly in line with the market, with customer loans showing an
increase while customer deposits remained flat. Customer |oan and
deposit market shares stood at 13% at the end of 2010. The bank’s
loan-to-deposit ratio was 123% at year end 2010 compared to 112%
in 20009.

Market shares — Croatia (in %)
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Business review

Strategy. Erste Bank Croatia’smain objectiveisto further enhance
its market positions in the medium and long term. In doing so, the
bank will continue to focus on mass market and affluent retail cus-
tomers and SME clients that have afavourablerisk profile. It aims
to provide simple and transparent products through its state-of -the-
art branch network and alternative distribution channels. The con-
tinued improvement in service quality and a personalised approach
to customers also represent a core part of the bank’s strategy.

Highlights in 2010

Payroll account becomes anchor retail product. In2010, Erste
Bank Croatia continued to focus on low risk business growth. To
this effect the bank promoted its payroll account as an anchor prod-
uct for building long-term customer rel ationships and cross-selling
activities. In addition, the bank promoted a number of products,
such as housing loans for non-resident clients, an instalment pay-
ment facility on debit cards, pre-approved cash loansand revolving
cash loans. The bank also paid special attention to improve existing
products such as the payroll current account. Erste Bank Croatia
also focused on working with clients who faced payments difficul-
tiesin order to mitigate any negative effects arising from the eco-
nomic recession.

Stagnant corporate business. Thelack of volume growthinthe
corporate segment was exclusively dueto thefact that SMEs, which
have been hit hardest by the economic downturn, make up two
thirds of the corporate portfolio. In contrast, the large corporate
business continued to do well, even though loanswere mostly short-
term and working capital-related. Asin retail, the business devel-
opment focus was also on retaining existing and attracting new
customers. To thisend the bank offered giro account facilitieswitha
view to attract sight deposits, hence widening its deposit base.

New information technology platform. As asignificant part of
Erste Bank Croatia's information technology strategy, the bank
introduced a new information technology platform with the aim to
improve I T support and ensure faster and more stable process per-
formance. This step will aso enhance system maintenance, devel-
opment and flexibility and make future capacity upgrades less
costly.

Migration of credit card business. In 2010 Erste Bank Croatia
fully completed the migration of its credit card business to Erste
Card Club, amember of Erste Group responsible for managing the
Diners Club, Master Card and VI1SA brandsin theregion. Themain
goal has been to develop alarge scale credit card centre that offers
competitive servicesin order to tie customersto the bank and attract
new clients. In total 70,000 credit cards were migrated from Erste
Bank Croatia to Erste Card Club.
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Financial review

in EUR million 2010 2009
Pre-tax profit 81.8 100.3
Net profit after minority interests 36.7 51.3
Operating result 192.6 176.2
Cost/income ratio 41.9% 42.6%
Return on equity 16.2% 26.4%
Customer loans 5,487 4,684
Customer deposits 4,087 4,076

Net interest income in the Croatian retail and SME business rose
from EUR 223.4 million in the previousyear to EUR 247.9 million
(+10.9% or currency-adjusted: +10.1%). The increase was due to
Erste Bank Podgorica’s (Montenegro) inclusion in the consolidated
financial statements from March 2009. Net commission income
remained stableat EUR 74.0 million (-0.5% or currency-adjusted: -
1.2%). The EUR 0.7 million increase in the net trading result from
EUR 9.0 million to EUR 9.7 million in 2010 was due mainly to
positive contributions from Erste Card Club.

Operating expenses rose by EUR 8.4 million or 6.5% (currency-
adjusted: +5.7%), from EUR 130.6 million to EUR 139.0 million.
Thiswaslargely attributableto theintroduction of avalue added tax
on entities classified as other financial services providers such as
credit card companies. The operating result rose by 9.3% (currency-
adjusted: +8.5%), from EUR 176.2 millionto EUR 192.6 millionin
2010. As aresult, the cost/income ratio improved from 42.6% in
2009 to 41.9%. The EUR 31.5 million increase in risk provisions,
from EUR 74.5 million to EUR 106.0 million, was dueto the gener-
aly higher provisioning requirements in the corporate and real
estate business. Net profit after minorities decreased by EUR 14.6
million, from EUR 51.3 million in the previous year to EUR 36.7
million (-28.4% or currency-adjusted: -28.9%). Return on equity
was 16.2% (2009: 26.4%).

Credit risk

Inthe Croatia segment, total exposurerosefrom EUR 7.0 billion by
11.8% to EUR 7.8 hillion in 2010. Customer loans increased by
17.2% and reached EUR 5.5 billion at year-end 2010. The steepest
underlying growth was recorded in corporate loans. The expansion
wasmainly attributableto theinclusion of Erste Factoring d.o.o. and
Erste Card Club d.d. into the Croatia segment. Loans at Erste Bank
Croatiarose only dlightly. The Croatia segment accounted for 4.1%
of Erste Group’stotal customer loans, up from 3.6% a year ago.

Dueto theoverall economic situation — Croatia's economy was still
inrecessionin 2010 —and increasing liquidity issuesfor borrowers,
lending criteriawere tightened. Apart from the real estate industry,
this concerned mainly retail customers with lower credit ratings as
well asemployeesin riskier sectors such asthe construction indus-
try. Most loansin Croatiawere granted in foreign currency. At year-
end 2010, the share of foreign currency loans was 78.8%.

The quality of customer loans deteriorated noticeably in 2010: non-
performing loansrose from EUR 289 millionto EUR 557 million or
from 6.2% to 10.2% of the total portfolio. Within the performing
loan categories, only minor shifts to worse risk categories were
recorded. Migration was a distinct feature among corporate |oans,
while retail default rates increased only moderately. The negative
trend in defaultsled to asignificant increasein risk provisionsfrom
EUR 228 million to EUR 332 million. Considering the existing
level of collateral, NPL coverage was adequate.

SERBIA

Business profile. The Serbia segment comprises the retail and
SME business of Erste Bank Serbia (EBS), which services some
257,000 clients through a network of 73 branches as well as 11
commercia centresfor corporate clients. Catering to the needs of a
broad retail and mid-market corporate client base, the bank is well
represented in the all major business centresin Serbia. The bank’s
current market shareissome 3% in key product segments; however,
itspositionisconsiderably stronger in alternative distribution chan-
nels, with a 9% market share in electronic paymentsin Serbia.

Economic review

The Serbian economy resumed growth in 2010 following thereces-
sion in 2009. The economic rebound was driven mainly by indus-
trial production and was also supported by transportation, commu-
nication and financia services. Serbia's exports, supported by
stronger external demand and the weaker currency, grew by 36%in
2010. Economic growth in the second half of 2010 was more bal-
anced with a pronounced recovery in private consumption. How-
ever, domestic demand for the full year remained in negative terri-
tory due to the weak labour market. Serbia's unemployment rate
increased further to 19.2% in 2010, one of the highest levelsin the
CEE region. Overal, real GDP grew by 1.6% in 2010, while GDP
per capitaamounted to EUR 4,000 at the end of the year.

Serbia’s current account deficit, 40% of which was covered by
foreign direct investments, widened in 2010. On the fiscal front
Serbia adhered to the budget deficit target of 4.8% as agreed with
the IMF. Under pressure from Serbian trade unions and public pro-
tests, the government successfully negotiated with the IMF to end
the pay and pension freeze ahead of schedule. Nevertheless, the
Serbian government continued to emphasise its very strong com-
mitment to the IMF programme, which also included a cap on pub-
lic debt of 45% of GDP.

Inflation was benignin thefirst half of 2010 but accelerated later in
the year on the back of higher food prices and a weaker Serbian
dinar. The currency weakened significantly against the euroin 2010,
breaching the psychologically important level of 100. Still, frozen
wages and pensions put alimit on theincrease in prices. Neverthe-
less, average consumer pricesincreased by 6.1%in 2010, prompting
the Serbian national bank to hike the benchmark interest rate by 200
basis pointsto 11.5%.
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Key economic indicators — Serbia

2007 2008 2009 2010e

Population (ave, million) 7.4 7.4 7.4 7.4
GDP (nominal, EUR billion) 29.1 33.4 30.0 29.4
GDP/capita (in EUR thousand) 3.9 4.5 4.0 4.0
Real GDP growth 6.9 55 -3.1 1.6
Private consumption growth na na na na
Exports (share of GDP) 21.9 22.2 20.0 25.1
Imports (share of GDP) 447 44.8 37.0 41.4
Unemployment (Eurostat definition) 18.1 13.7 16.1 19.2
Consumer price inflation (ave) 6.5 11.7 8.4 6.1
Short term interest rate (3 months eop) 10.3 18.9 10.8 135
EUR FX rate (ave) 80.0 81.4 94.0 103.1
EUR FX rate (eop) 79.2 88.6 95.9 105.5
Current account balance (share of GDP) -15.8 -18.2 -6.9 -7.0
General government balance (share of GDP) -1.9 -2.5 -4.0 -4.8

Source: Erste Group.

Market review

In 2010, the Serbian government continued to support the country’s
banking market by providing subsidised local currency consumer,
cash and housing loans. In addition, the regulator decided to lower
the mandatory cash reserve on foreign exchange loansto 25% from
30% and to increase the maximum debt service ratio from 30% to
40% for unsecured loans and from 50% to 60% for mortgage loans.
Partly dueto these measures and as aresult of the weaker currency,
consumer loansrose by 27% in 2010. Customer depositsincreased
at amore moderate 14% while the banking system’s|oan to deposit
ratio stood at 127% at the end of 2010.

Financial intermediation — Serbia (in % of GDP)
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Erste Bank Serbia remained among the top fifteen banks based on
total assetsin 2010. At 3.3% the highest market share was achieved
inretail loanswhiletheretail deposit market share equalled 2.4% at
theend of 2010. At about 2%, the corporate |oan and deposit market
shares were lower than in the retail business.
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Business review

Strategy. Erste Bank Serbia’s main objectiveisto build long-term
customer relationships and to become the “ bank of first choice” for
its clients. It aims to become recognised for the quality and effi-
ciency of its services and position itself as a long-term partner of
Serbia’ sgrowing middle class. The bank al so strivesto continuously
increase market share in the key retail and SME segments. To
achieve this, the bank has developed a state-of -the-art branch net-
work and alternative distribution channels, aswell as awide range
of competitive financial products and services.

Highlights in 2010

Balanced business model. Erste Bank Serbiahas one of themost
bal anced business modelsin the country with aloan to deposit ratio
of 95%. In 2010, the bank was particularly successful in attracting
new retail euro deposits. This development once again underscored
that Erste Bank Serbiais one of the most trusted banksin the mar-
ket. The growth in customer deposits provided asolid basisfor loan
growth: on an underlying basis, retail and corporate loans advanced
significantly in 2010. At the same time the bank’s net interest mar-
gins remained unchanged.

Focus on client base and brand awareness. In 2010, Erste
Bank Serbiacontinued to focus on growing its customer base. It ran
several marketing campaigns and launched special product pack-
ages. These efforts yielded positive results as Erste Bank Serbia
increased its client base by almost 10% in 2010. These marketing
campaigns were coupled with growing levels of customer satisfac-
tion and increased brand awareness. In fact, Erste Bank Serbia
became the second most recognised brand in the market in 2010.
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Financial review

in EUR million 2010 2009
Pre-tax profit 15 2.5
Net profit after minority interests 1.0 1.4
Operating result 104 11.0
Cost/income ratio 74.9% 74.0%
Return on equity 2.4% 2.8%
Customer loans 431 518
Customer deposits 455 373

Net interest income of the Serbian retail and SME business declined
by 2.0%, from EUR 28.1 million in 2009 to EUR 27.5 million.
However, currency-adjusted, net interest income rose by 7.3%. Net
commission income improved by 5.9% (currency-adjusted:
+16.0%), from EUR 10.9 millionto EUR 11.5 millionin 2010. Due
to declining income from foreign exchange transactions, the net
trading result decreased by EUR 0.7 million or 22.2% (currency-
adjusted: -14.8%) to EUR 2.4 million. Operating expensesremained
stable at EUR 31.0 million (2009: EUR 31.1 million); currency-
adjusted, this corresponded to an increase of 9.3% while the infla-
tion rate stood at 10.3%.at year-end. The cost/income ratio was
74.9% against 74.0% in 2009.

The operating result decreased by EUR 0.6 million year-on-year,
from EUR 11.0 million to EUR 10.4 million. Risk costs increased
from EUR 7.0 million by EUR 1.2 million to EUR 8.2 million due
to the adverse market conditions. Theitem other result improved by
EUR 0.7 million, from EUR -1.5 million in the previous year to
EUR -0.8 million following the release of provisions no longer
required. Net profit after minorities declined from EUR 1.4 million
to EUR 1.0 million.

Credit risk

Total exposure in the Serbia segment decreased from EUR 747
millioninthe previousyear to EUR 568 million. The customer loan
volume declined by EUR 87 million to EUR 431 million. This
decrease was caused by a change in segment allocation. With a
share of 0.3% in total customer loans, the Serbia segment was still
only of minor importance for Erste Group. By customer segment,
the volume reduction was limited to corporate lending, whileloans
to householdsincreased from EUR 139 millionto EUR 166 million
over the course of the year.

A major percentage of loans was till denominated in foreign cur-
rency; however, the share of local currency loans rose from 18.8%
to 27.3% within oneyear. Thelending criteria, especially for corpo-
rate loans, were tightened, with afocus on sustainability of collat-
eral in stress scenarios.

Therewere diverging asset quality trendsin 2010. On the one hand,
the share of the best risk categories rose noticeably, while on the
other the NPL ratio based on customer loans increased to 10.2%
(2009: 8.0%). A deterioration wasrecorded mainly among corporate
loans, while the trend in retail loans was marginally positive. NPL

coverage excluding collateral continued to exceed 100% at the end
of 2010.

UKRAINE

Business profile. The Ukraine segment includes the business of
Erste Bank Ukraine. At the end of 2010 Erste Bank Ukraine ser-
viced some 200,000 customers through a country-wide network of
133 branches. Asthe bank only launched its operationsin 2007, its
market sharesin 2010 were still small at about 1% in most product
categories; in terms of total assets, Erste Bank Ukraine ranked 24",
The bank offers awide range of standard banking services, includ-
ing deposits, current accounts, treasury servicesand loanstoitsfast
growing retail and corporate customer base.

Economic review

The Ukrainian economy enjoyed a strong recovery in 2010. Unlike
other economies in the CEE region, however, this significant re-
bound was driven by both domestic and external demand. Increased
political stability and the prolongation of the IMF agreement led to
improving consumer and busi ness confidence, both of which under-
pinned the macroeconomic development. Exports increased less
than imports as demand for steel, Ukraine's main trading item, was
still subdued. Overadl, real GDP in the Ukraine grew by 4.3% in
2010, thereby posting the fastest growth in Erste Group’'s CEE
universe. Despite an increase, GDP per capitawas still much lower
than in other CEE countries, at EUR 2,200. The labour market also
showed improvements with the unemployment rate dropping to
8.2% by the end of 2010. The country retained its traditional re-
giona breakdown of employment, with the lowest unemployment
rate recorded in the industrially more devel oped eastern part of the
country.

The stabilisation of the Ukrainian economy was supported by the
prolongation of the agreement with the I nternational Monetary Fund
in July 2010. The two and a half year stand-by arrangement was
worth USD 15.2 billion or 11.1% of Ukraine's GDP. The new facil-
ity replaced the old one under which Ukraine drew down USD 11
billion. In order to qualify for the new programme, the government
agreed to cut itsbudget deficit by raising natural gas pricesand start
financial, energy and fiscal reforms. These austerity measures tar-
geted areduction in the general government deficit to 4.5% of GDP
in 2010; the actual deficit camein at 5.5%.

Inflation remained benign in the first half of the year; however, it
started toincreaselater, mainly driven by higher food pricesand the
improving labour market. Real household income returned to pre-
crisis levels on the back of a 10.2% increase in 2010, supporting
higher private consumption. Inflation was also impacted by the
government’s agreement with the IMF to increase domestic energy
prices by 50% in August. As aresult, average consumer prices for
2010 increased by 9.4%. Accordingly, the national bank cut the
benchmark interest rate in the first half of the year but left it un-
changed in the second, with the base rate standing at 7.75% at the
end of theyear. Asaresult of theimproved sentiment there wasless
demand for foreign currencies, which supported the Ukrainian
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hryvna's appreciation against the US dollar and the euro in 2010.
These positive developments were rounded off by Ukraine's suc-

cessful return to international bond markets, placing USD 4.7 billion
in sovereign debt in 2010.

Key economic indicators — Ukraine 2007 2008 2009 2010e
Population (ave, million) 46.4 46.1 45.8 45.5
GDP (nominal, EUR billion) 103.0 123.8 80.7 99.9
GDP/capita (in EUR thousand) 2.2 2.7 1.8 2.2
Real GDP growth 7.6 2.1 -15.1 4.3
Private consumption growth 17.1 12.0 -14.2 4.0
Exports (share of GDP) 34.7 37.0 35.7 39.5
Imports (share of GDP) 42.8 47.3 40.4 46.0
Unemployment (Eurostat definition) 6.4 6.4 8.8 8.2
Consumer price inflation (ave) 12.8 25.2 16.2 9.4
Short term interest rate (3 months eop) 8.7 23.6 18.1 6.5
EUR FX rate (ave) 6.9 7.7 11.3 10.5
EUR FX rate (eop) 7.4 10.7 11.7 10.7
Current account balance (share of GDP) -4.2 -6.7 -1.7 -1.9
General government balance (share of GDP) -11 -1.2 -6.3 -5.5

Source: Erste Group.

Market review

Despite the economic recovery, the Ukrainian banking market re-
mained in a state of hibernation in 2010. Banks only selectively
engaged in new lending business and demand from clientswas also
limited. This was especialy true for local currency-based retail
loanswhoseinterest rateswere till twice ashigh asfor dollar-based
loans. Altogether, customer loansin the banking sector grew only by
1% in 2010 with a shift from US dollar-based to local currency
loans. Contrary to the loan market, Ukraine's deposit market was
very lively in 2010 as banks' focus turned to deposit taking activi-
ties. As aresult, customer deposits grew by 29% in 2010. Despite
the significant difference between |oan and deposit growth rates, the
banking system’s loan-to-deposit ratio remained high compared to
other CEE countries while the system’s NPL ratio increased to
around 30%. The structure of the banking market remained stable,
featuring a high degree of fragmentation: the largest of the 180
banks in operation accounted for only 12% of total assets.
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Erste Bank Ukraine' operationsin 2010 reflected the overall bank-
ing environment with a pronounced focus on deposit collection and
very limited and selective lending activities. Erste Bank Ukraine's
retail deposit market share improved further, benefiting from its
very strong brand name, new deposit products and successful mar-
keting campaigns. Erste Bank Ukraine was among the biggest mar-
ket share gainers on the deposit side while on theloan side, it main-
tained its market shares throughout the year. The bank’s loan-to-
deposit ratio also improved significantly but still remained well
above 100%. Overall, Erste Bank Ukraine'stotal asset market share
stood at 1% at the end of 2010.

Business review

Strategy. Erste Bank Ukraine’'smain objectiveisto rank among the
best in terms of service quality. In addition, the bank focuses on
strengthening its market position in SME and retail banking, while
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at the same time increasing operating efficiency. In line with the
improving economic environment, the bank aims to enhance its
product offer for both retail and corporate customers. In the retail
segment thisincludes new card products, better product information
and aresumption of lending activities. In the corporate segment the
bank focuses on financing energy efficiency projects, theagriculture
sector, food and beverage production, as well as engineering com-
panies.

Highlights in 2010

Strong deposit growth, selective lending approach. In 2010
Erste Bank Ukraine successfully grew itsclient aswell asitsdeposit
base. Both increased by more than 50%, making the bank thefastest
growing financial institution in the country. As the macroeconomic
situation improved, Erste Bank Ukraine selectively resumed lending
activities in 2010, first to SMEs and then in the retail segment. In
doing so, the bank continued to adhere to strict lending criteriaand
focused on cash-flow rather than asset-based lending.

Maintaining stable liquidity and capital adequacy positions.
Both, the liquidity and the capital adegquacy positions of the bank,
remained very solid in 2010. While the former significantly ex-
ceeded the regulatory minimum in 2010, the capital adequacy ratio
strengthened further to 25.6% in 2010, compared to the National
Bank minimum requirement of 10%. Reflecting this strong capital
position, Erste Bank Ukraine was the only bank in the country
whose credit and bond rating was confirmed by well respected local
rating agency Credit-Rating at uaAA+ with a stable outlook. In
addition, therating agency maintained the highest available deposit
reliability rating.

Financial review

in EUR million 2010 2009
Pre-tax profit -37.3 -86.7
Net profit after minority interests -37.5 -83.7
Operating result 1.6 -0.3
Cost/income ratio n.a. n.a.
Return on equity n.a. n.a.
Customer loans 486 509
Customer deposits 136 84

The operating result of the Ukrainian retail and SME businessim-
proved by EUR 1.9 million, from EUR -0.3 million to EUR 1.6
million in 2010. Lower lending volumes were more than offset by
higher securities-related interest income, resulting in anincreasein
net interest income from EUR 27.1 million to EUR 32.9 million
(+EUR 5.8 million or +21.5%, currency-adjusted: +14.3%). Higher
income from foreign exchange transactions improved net commis-
sion income by EUR 2.8 millionto EUR 4.1 million. The net trad-
ing result rose by EUR 4.2 million, from EUR 7.5 million to EUR
11.7 million. This corresponded to a currency-adjusted increase of
47.5%, which was achieved primarily in the securities business.

Operating expenses rose by EUR 11.0 million or 30.5% (currency-
adjusted: +22.7%), from EUR 36.1 million to EUR 47.1 million.

Risk provisions halved compared to the previous year (EUR 38.8
millionin 2010 after EUR 76.7 millionin 2009, currency-adjusted: -
52.4%). Thissignificant declinewas caused by the general portfolio
stabilisation in 2010 after considerable write-downs in 2009. Net
profit after minoritiesimproved by EUR 46.2 million, from EUR -
83.7 million in 2009 to EUR -37.5 million.

Credit risk

Total exposure in the Ukraine segment rose by 15.1% from EUR
630 million at the end of 2009 to EUR 725 million. This increase
was predominantly attributabl e to the appreciation of the Ukrainian
hryvnia and the US dollar, which is the primary trade currency. In
contrast to total exposure, customer loans decreased from EUR 509
million to EUR 486 million. While corporate |oans declined, retail
loansin local currency remained at the level of 2009. The sharein
total customer loans of Erste Group waslessthan 0.4% at the end of
20009.

Economic conditionsremained difficult despite the return to growth.
Conseguently, new lending was again insignificant in 2010. Efforts
concentrated on credit restructuring in cooperation with the custom-
ers. The aim was to adjust debt service terms to the changed eco-
nomic environment and thereby, ensure full repayment of the loans
over the medium to long term.

Credit quality continued to devel op negatively inthefirst months of
2010 before bottoming out in the second quarter. Subsequently, the
NPL ratio based on customer loans ranged between 27% and 29%.
The recent increase in loans in the two best risk categories was a
positive sign: these loans rose from 51.2% to 56.0% of the total
portfolio in the last quarter. Due to the significant increase in risk
provisions over the course of the year, which exceeded non-
performing loans by EUR 10 million at year-end, coverage for
credit losses was adequate.

Group Corporate and Investment
Banking (GCIB)

Business profile. The Group Corporate and Investment Banking
(GCIB) segment includes Erste Group's fully divisionalised large
corporate (Group Large Corporates), investment banking (Group
Investment Banking), real estate (Group Real Estate) and interna-
tional (International Business) businesslines. They providethefull
range of banking servicesto cross-national large corporate clients,
institutional and public sector clients. The division employs 1,250
professionals who combine industry and product expertise with
local knowledge and offer servicesin debt financing, equity capital
markets, mergers and acquisitions, debt advisory, acquisition fi-
nance, infrastructure finance, project finance, syndication, real
estate development, lending & leasing, and cash management. The
division cooperates closely with capital markets, retail and SME
business lines.
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Business review

Strategy. Building on its strong presence in retail and SME bank-
ing, Erste Group aimsto also increaseitsfootprint in the marketsfor
corporate & investment banking in the CEE region. Theaim isto
capture market opportunitieswhich result from the redistribution of
market shares and still attractive pricing levels for new business.
Consequently, the GCIB division has continued to pursue aselective
growth strategy which reflects the differing market conditions in
each of its businesslines.

Group Large Corporates has pursued growth opportunities. A spe-
cial effort has been to deepen relations with core clients combining
an industry sector coverage approach and awidened product offer-
ing. Inlight of challenging but improving market conditions Group
Real Estate hasfocused on the existing portfolio. In order to offer a
“one-stop-shop” covering the full real estate value chain for com-
mercial, residential and municipal projects, Erste Group Immorent
(EGI) has been set-up as an integrated management structure across
these real estate business segments. In the International Business
maturing assets have been replaced on aselective basisonly —over-
all thisled to slightly reduced total volumesin GCIB out of which
nevertheless increased operating income was generated.

Highlights in 2010

Focus on existing real estate portfolio. The Group Real Estate
unit had to cope with another challenging year in 2010 although the
positive effects of the economic recovery wereincreasingly visible
across the CEE region. While transaction activity was still subdued
it improved compared to 2009. Prices for commercial property
stabilised or appreciated slightly. The following major projects
(shopping centres) were completed and successfully opened in
2010: Arena Centar (60.000 sgm) in Zagreb, Sun Plaza (82.000
sgm) in Bucharest, and Supernova (38.000 sgm) in Zadar. The
continued commitment to clients and the region was recognised:
BCR received the Europa Property SEE award as“ Bank of the Year
2009 for its activity in the real estate market.

Despite the dlight improvement in the operating environment, the
main focus remained on managing the existing portfolio and on
supporting weaker clients and projects. Due to the cautious and
sel ective market approach the portfolio did not change significantly,
the overall exposure decreased dightly to about EUR 17 hillion,
including the building society business (commercial & subsidised
housing) but excluding any activities of the savings banks. The
portfolio remained well diversified: the most stable economies of
Erste Group's region (Austria, Czech Republic, and Slovakia) ac-
counted for almost 70% of the portfolio and more than 80% of the
total volume was related to projects in capitals or in major cities.
Residential propertiesaccounted for 37% of the portfolio (about two
thirds thereof were subsidised by Austrian public institutions and
therefore low-risk), offices accounted for 15%, retail for another
15% and hotel/tourism for 11%. Land plot financing remained
insignificant. Overall, some developments were started as demand
showed moderate growth. Erste Group is still convinced that the
significant need for renewal of thereal estate stock inbig partsof its
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core market will strongly support apositive market development in
the future.

IMMORENT maintains profitability. IMMORENT, Erste Group’s
real estateleasing subsidiary and one of theleading leasing compa-
niesinAustriaand in CEE, continued to focus on managing risk and
revenues and on the sel ective acquisition of new business. Despitea
marginal reduction in the overall portfolio volume, the economic
stabilisation and well established client relationships resulted in
dlightly increased new real estate leasing business volume in Aus-
tria. A noticeable highlight in equipment leasing was the financing
of photovoltaic energy production in the Czech Republic.

The project devel opment business segment of IMMORENT focused
on severa large projects in Erste Group's core markets in 2010.
Erste Campus, Erste Group's future headquarters, was approved by
the supervisory board of ERSTE Group. The administrative com-
plex of “FuturamaBusiness Park” inthe Czech Republic reached an
occupancy rate of 88% and phase 2 was approved. Thelast phase of
Business Park Avenir in Prague was sold with a profit of EUR 3.5
million. In Serbiathe land for realisation of an office building was
purchased. In Hungary and BulgariaIMMORENT started with the
construction of projects.

Group Large Corporates enjoys increased business activity.
The Group Large Corporates (GLC) business line fine-tuned its
sector based approach by further integrating the locally based client
executives across the region. The aim of the revised structure isto
improve the service to the clients and thus to ensure balanced port-
folio growth across countries and sectors while generating stable
revenues from intensified client relations. While asset volumes
remained stablein 2010, operating incomeincreased and risk provi-
sions decreased.

Combined efforts of GLC client executives and product expertsin
the Group Marketsbusinesslineresulted in Erste Group taking lead
roles in several new bond issues for leading companies in CEE,
including CEZ, as., Wienerberger AG, Novomatic AG or Allge-
meine Baugesellschaft - A. Porr AG. In addition, GLC actively
participated in“ULSG” (“ Unternehmendiquiditétsstarkungsgesetz”)
transactionswithin the framework of an initiative of the Republic of
Austria to strengthen corporate liquidity, thus underscoring the
deepened relations with core clients.

Group Investment Banking benefits from increased demand.
The Group Investment Banking business line is specialised on
corporate finance transactions and investment business for private
equity funds in CEE. Within this business line the Equity Capital
Markets (“ECM") team advises and executes initial and secondary
public offerings, private placements and accelerated book-builds,
and advises on share buy-backs and delistings. The Leveraged
Finance department (“CAF") is focussed on providing acquisition
finance for leveraged buy-outs of private equity fundsin CEE as
well asfinancing solutionsfor leveraged corporates. In addition, the
team advises on debt restructurings of Erste Group corporateclients.
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TheMergers& Acquisitions(“M&A™) group providesbuy- or sell-
side advisory to corporate or institutional clientswho seek to buy or
sell companiesin CEE. Servicesinclude valuations, bidding strate-
giesand process execution. All product groups maintain staff in the
execution hubs Prague and Vienna and additional staff across Erste
Group's core markets and Poland.

The general corporate finance market in CEE has enjoyed arevival
during 2010, although valuation levels and transaction numbersin
terms of volume and deal count have not yet reached pre-crisis
levels. Group Investment Banking has been ableto participatein the
ongoing recovery through close co-operation with GLC in core
industries and the implementation of a private equity coverage
concept designed to originate business with target sponsorsin all
product groups. As a result, fee income generated from corporate
finance mandates hasincreased substantially compared to previous
years and contributed to a solid increase in the division'sincome.

Transaction highlightsincluded two lead mandatesfor initial public
offeringsin Warsaw (joint lead mandate for Kulczyk Qil Ventures,
an oil exploration company and a sole lead mandate for Berling
SA., a white goods wholesaler) plus several co-lead mandates
including the capital increase and listing in Istanbul of Do& Co
Restaurants and Catering AG. In addition, listing services were
provided to Immofinanz in its merger with Immoeast, to Amrest in
itscapital increase (sponsored by Warburg Pincus) and to Sibex, the
derivatives exchange in Sibiu. Other transactions included LBO
financingsfor Innova (in the buy-out of Marmitein Poland), for TA
Associates (in the buy-out of Armann Girrbach in Austria) and of
corporate refinancings for Agrokor, the leading Croatian food &
beverage and retail conglomerate. Furthermore, the unit performed
advisory servicesfor aglobal building materialsgroupin agreeinga
joint venture with a regional construction company and sell-side
advisory services for a global private equity group selling a food
production company in Serbia.

Diversification remains key to the International Business.
Erste Group’s ‘ International Business' unit covers all lending and
investing activities outside the group's core marketsand isresponsi-
ble for business development with and credit line management for
banks and non-bank financial institutions. The business objectiveis
to provide risk return diversification to complement Erste Group's
performance. The business follows aregional and product split and
covers the world out of the branches in New York, London and
Hong Kong as well as the Viennese headquarters.

The businessline continued to contributeto global portfolio diversi-
fication aswell asimproving to the overall credit rating composition
of Erste Group. The credit quality of the International Business
portfolio was predominantly investment grade. The International
Business line was once more a stable income producer - on the
interest as well as on the fee side. The business line succeeded in
keeping credit costslow, thus posting astrong profit. The strategy to
consciously forgo marginal income by focusing exclusively on risk-
reward when accepting to join lending transactions - especialy in

"boom" times - has proven right. It helped to minimizerisk costsin
"bust" years, and underlined the unit's position as stable profit con-
tributor throughout the whole credit cycle.

Financial review

in EUR million 2010 2009
Pre-tax profit 337.3 218.4
Net profit after minority interests 247.6 166.4
Operating result 556.2 556.0
Cost/income ratio 24.8% 23.9%
Return on equity 12.2% 8.0%
Customer loans 18,745 19,458
Customer deposits 6,135 6,089

The dlight increase in net interest income by EUR 3.7 million or
0.6%, from EUR 570.5 million in 2009 to EUR 574.2 million, re-
sulted from the application of a stringent pricing policy. Interna-
tional business volumes decreased considerably, as planned. Net
commission income remained amost unchanged at EUR 160.1
millionin 2010 (2009: EUR 162.7 million, down by 1.6%), despite
decreasing income from real estate leasing. General administrative
expenses at EUR 183.9 million were up 5.6% from EUR 174.2
million in 2009.

The operating result remained stable at EUR 556.2 million. Risk
provisions decreased by 30.4% from EUR 267.9 million to EUR
186.5 million; this improvement was mainly driven by the large
corporate business. Net profit after minorities rose by 48.8%, from
EUR 166.4 million to EUR 247.6 million in 2010. The EUR 37.3
million improvement in the item other result, from EUR -69.7 mil-
lion in the previous year by to EUR -32.4 million, was mainly due
to one-off revaluations in 2009. The cost/income ratio was 24.8%
(2009: 23.9%), while return on equity equalled 12.2%.

Credit risk

Total exposureinthe GCIB segment declined considerably in 2010
and amounted to EUR 37.8 billion at the end of December. Cus-
tomer loans decreased by 3.7% from EUR 19.5 billionto EUR 18.7
billion; the GCIB loan portfolio accounted for 14.1% of Erste
Group’s total loan book. The subsegments Group Real Estate and
Group Large Corporates (GLC) accounted for almost 84% of total
lending to GCIB customers.

The quality of the portfolio was dightly worse at the end of 2010
than one year ago: non-performing loans increased by EUR 114
million to around EUR 1 hillion, while the share of the best risk
category decreased from 66.7% to 65.3%. A major portion of the
increase in non-performing loanswas attributabl e to the subsegment
Group Real Estate, while the subsegment GL C remained relatively
stable. NPL coverage increased considerably from 42.9% at year-
end 2009 to 53.8% at year-end 2010.

78.4% of the GCIB portfolio was denominated in euro, while US

dollar loans decreased. In view of the subdued — and in some mar-
kets still recessionary — economic development, the focus was not
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on new lending but on managing the existing portfolios and, where
necessary, restructuring loans.

Group Markets (GM)

Business profile. The Group Markets segment comprises the
divisionalised business units Group Treasury and Group Capital
Markets. In addition to Erste Holding's own treasury activities, it
also includesthe treasury units of the CEE subsidiaries, theforeign
branches in Hong Kong and New York, as well as results of the
investment banks, in Poland, Hungary and Croatia, aswell as Erste
Asset Management. The business unit Group Capital Markets
(GCM) includesthe divisionalised customer and proprietary trading
activities of Erste Group. Specificaly, GCM is responsible for
trading in foreign exchange and interest rate products as well as
securities for all customer groups and for the devel opment of mar-
ket-oriented products.

Business review

Strategy. Group Capital Markets is the link between financial
markets, customers and the bank, and perceivesits role as a CEE
specidlist for its customersin Austriaand CEE. In the current envi-
ronment, it is more important than ever to have the support of a
strong partner like Erste Group in Central and Eastern Europe. The
range of products is developed jointly with the sales units on an
ongoing basis. The success factors are the broad range of standard
products, tailor-made products, competitive prices and professional
advisory services. The bank responded very early to the adverse
market situation and started devel oping easy-to-understand products
— especially for the retail segment — and products with a strong
focuson safeinvesting. Intrading, Group Capital Markets continues
to benefit from its market position in the region, its know-how and
strong presence in the local markets.

Highlights in 2010

Expansion into new markets. The changing banking landscapein
Germany has opened up attractive business opportunities with fi-
nancial institutions — savings banks, banks, insurance companies,
pension funds. Thefocusis on fixed-income (bonds, debt securities
and mortgage bonds, interest rate derivatives, etc.), but also supple-
mented by other asset classes such as foreign exchange, credit and
alternative investments. Erste Group has traditionally done very
good businessin this customer and product segment and hasasolid
customer basein Central and Eastern Europe. Theteam will startits
first full businessyear for Erste Group in 2011. Until then the Ger-
man market will be covered out of Vienna; in addition, officesin
Stuttgart and Berlin will be established.

The newly established investment bank Erste Securities Istanbul
started business operationsin April 2010. It focuseson equity trans-
actions for institutional customers. The goal is to develop long-
lasting customer rel ationships supported by Erste Group's decades
of experience and credibility. The bank’s strengths such asitslead-
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ing market positionin Central and Eastern Europe play akey rolein
addressing new customers.

Expansion of customer business. After 2009 in Hungary, cer-
tificates were al so introduced in the Romanian market in 2010. The
introduction of certificates in additional markets of the group is
currently being evaluated.

Thiswas supported by the group-wide roll-out of theweb portal for
retail (www.produkte.erstegroup.com) as well as institutional and
corporate customers (www.capital markets.erstegroup.com) of Erste
Group that was initialy launched in June 2009. The portal was
expanded by a number of functions to offer customers the best
possible services. My Site is the personalised information zone for
registered users of thewebsite. The portal offersthe option of defin-
ing an individua starting page, watch lists and sample portfolios
and has a subscription facility for newsletters and numerous re-
search publications. It also features information on capital market
products, markets and trends as well as research, know-how and
CEE competence.

Trading highlights. Since October 2010, the new IT system for
derivative FX products has been in use from front to back office.
With the help of the new system, it was possible to increasingly
structure tailor-made products in-house thus reducing operational
risk. Over the next years, the system will be upgraded to cover
additional asset classes. High demand for bonds from corporates,
banks and sovereigns were the highlights in 2010. Backed by the
close collaboration of relationship managers, origination, salesand
trading, Erste Group further expanded its |eading market position.

Financial review

in EUR million 2010 2009
Pre-tax profit 327.9 480.2
Net profit after minority interests 245.1 367.8
Operating result 326.2 484.0
Cost/income ratio 41.7% 31.5%
Return on equity 75.7%  106.9%
Customer loans 331 260
Customer deposits 2,536 2,087

The operating result decreased by 32.6%, from EUR 484.0 million
in 2009 to EUR 326.2 million. This was mainly attributable to
weaker resultsfrom conservative money market activitiesand inter-
est rate trends. Significant events such as concerns about the credit-
worthiness of Greece and substantial HUF volatility had anegative
impact on trading results. Net interest income decreased by EUR
36.8 million, or 19.0%, to EUR 156.4 million in 2010. The net
trading result failed to reach the extraordinarily high level of
EUR 407.0 million in 2009 and declined by 39.5% to EUR 246.3
million. The EUR 51.0 million increase in net commission income,
from EUR 106.1 million or 48.1% to EUR 157.1 million, resulted
from the positive development in asset management and from the
steadily improving commission business in treasury sales.
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Operating expenses amounted to EUR 233.7 million, up 5.1% on
EUR 222.2 millionin 2009. Thiswas due mainly to theinclusion of
additional asset management companies and IT projects. Accord-
ingly, the cost/income ratio deteriorated from 31.5% to 41.7%. Net
profit after minorities decreased by EUR 122.7 million or 33.4%,
from EUR 367.8 million in 2009 to EUR 245.1 million. Return on
equity was 75.7% against 106.9% in 2009.

Corporate Center (CC)

Business profile. The Corporate Center segment includes the
results of those companies that cannot be directly allocated to a
business segment, the profit consolidation between the segments,
thelinear depreci ation/amortisation of customer rel ationshi psespe-
cialy for BCR, Erste Card Club and Ringturm KAG as well asthe
one-time effects that were not allocated to any business segment to
preserve comparability. Furthermore, the asset/liability management
of Erste Group Bank AG (Holding) isallocated to thissegment. The
results of thelocal asset/liability management unitsare allocated to
the respective segments.

Financial review

in EUR million 2010 2009
Pre-tax profit -204.7 -340.0
Net profit after minority interests -141.4 -229.9
Operating result -71.6 -274.6
Cost/income ratio n.a. n.a.
Return on equity | na. n.a.

Net interest income increased as a result of positive contributions
from asset/liability management and higher capital income (espe-
cialy from participation capital issued in the first half-year 2009
and the proceeds of the capital increase in November 2009). The
devel opment of net commissionincome and general administrative
expenses was driven mainly by the profit consolidation of banking
support operations.

The other result comprised the required linear deprecia-
tion/amorti sation of customer relationshipsof BCR, Erste Card Club
and Ringturm KAG amounting to EUR 67.4 million and valuation
adjustmentsfor I T projectsand other assetsof EUR 42.3million. In
addition, this line item was impacted by goodwill impairments for
some smaller participationsin atotal amount of EUR 30.6 million.
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