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Research Update:

Erste Group Bank AG Outlook Revised To
Negative On Growing Macroeconomic Pressure
In CEE

Rationale

On Cct. 16, 2008, Standard & Poor's Ratings Services revised its outl ook on
Austri a-based Erste Group Bank AG (Erste Bank) to negative fromstable due to
the i nmpact of increased contagion risk fromglobal macroecononic pressures
building in Central and Eastern Europe (CEE) and Austria. At the sane tineg,
the' A/A-1' long- and short-termcounterparty ratings were affirned.

We al so revised to negative fromstable the outl ooks on Erste Bank's
subsi di ari es, Romani a- based Banca Conerci al a Romana (BCR) and Czech
Republ i c- based Ceska Sporitelna a.s. The 'BBB-' long-termcounterparty credit
rating on BCR and ' A/ A-1' long- and short-term counterparty ratings on Ceska
were affirnmed.

The rating actions reflect growi ng nacroecononic risks from gl oba
financial turmoil, which mght negatively affect the financial profile and
busi ness prospects in Erste Bank's mmjor operations in the CEE region and its
horme country. Furthernore, we see sone contagion risk fromthe continued
confidence crisis and increasing risk aversion, which m ght have a negative
effect on international capital flows and investor sentiment. Specifically,
the | arge operations in Romania and Hungary may put pressure on Erste Bank if
the operating environment were to deteriorate further.

The rating action on Ceska reflects its core subsidiary status within the
Erste Bank group. Gven its relatively large contribution to group earnings
and strategic inportance to Erste Bank's focus on the CEE region, the ratings
are equalized with those on its parent and therefore nove in tandem

The rating action on BCR refl ects our growi ng concerns about the inpact
of the difficult operating environment in Romania, which could place downward
pressure on the bank's stand-al one creditworthiness. G ven the increasing
| evel of macroeconomnic stress being experienced in CEE that coul d i npact
Erste's capacity to provide strong support in the future, there is a
possibility that we nmight factor a | ower |evel of parental support into the
rati ng than previously.

The ratings on Erste Bank are supported by the group's prom nent narket
position in Austria and relatively mature countries in CEE, such as Slovakia
and the Czech Republic, and by the sound profitability in large parts of the
group. Qur ratings also reflect our view of Erste Bank and the Austrian
savi ngs banks as a single econonm c group

Erste Bank is particularly sensitive to an econonic downturn in CEE
because of its strong position in the region, with average risk-wei ghted
assets representing 42% of the group total and pretax profit 60% on June 30,
2008. In response to the deteriorating funding conditions globally, Erste Bank
restricted asset growth by establishing a group-wide target for the

Standard & Poor’s RatingsDirect | October 16, 2008

Standard & Poor's. All rights reserved. No reprint or dissemination without S&P's permission. See Terms of Use/Disclaimer on the last page.



Research Update: Erste Group Bank AG Outlook Revised To Negative On Growing Macroeconomic Pressure In

CEE
| oan-to-deposit ratio of 115% The higher-than-average economc risk in CEE
has al ready contributed to the increasing need for risk provisions as of June
30, 2008, which we expect will increase further.

Standard and Poor's considers Erste Bank a systematically inportant bank
in Austria. However, in line with our rating approach in supportive countri es,
where the governnent relies on prudent policies to maintain a sound banki ng
sector, we do not factor the probability of government support into the
ratings on private sector banks in Austria. In a concerted action with various
West ern European countries, the Austrian governnent has announced a
conpr ehensi ve package of neasures to support the Austrian banking system (€85
billion for liquidity and €15 billion for capital needs), which should help to
rebui | d market confidence. Those actions are consistent with our expectations
of extraordi nary governnent neasures in supportive countries in tinmes of
stress. W consider the actions tenporary neasures and do not expect an
i medi ate i mpact on ratings.

The group's capitalization is nodest, particularly in view of its grow ng
reliance on CEE markets, although pure levels of capital benefit fromthe
consol i dati on of the savings banks. Capital benefited fromthe sale of Erste
Bank' s insurance operations. However, the overall |evel remains conparably
| ow. By year-end, Erste Bank expects to reach a Tier 1 ratio of above 8% up
from 7% at year-end 2007
Outlook
The outl ook revision to negative reflects our expectation that Erste Bank will
face a nmore chall engi ng operating environment in its key markets follow ng the
cooling of the global econony. The ratings still reflect our expectation that
the integration of BCR will continue snoothly.

A negative rating action could occur if we observe a further rapid
deterioration in macroecononic conditions for its najor operations in CEE that
could potentially affect asset quality and profitability, in particular in
Romani a. Further pressure on the Romani an currency mght be negative given the
country's high level of foreign currency |ending and reliance on foreign
direct investnents.

We coul d al so take a negative rating action on Erste Bank if we | owered
our public information rating of 'A-pi' on Slovenska Sporitelna a.s, which we
consi der strategically inportant.

We woul d consider an outl ook revision to stable should Erste Bank be able
to sustain higher capitalization and should the nacroecononm c pressure in CEE
abat e.

Ratings List
Rati ngs Li st
To From
Erste Group Bank AG
Counterparty Credit Rating Al Negativel/ A-1 Al Stabl e/ A-1
Certificate OF Deposit A A1 A A1
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Conmrer ci al Paper A1 A1

Seni or Unsecured A A

Subor di nat ed A- A-

Short - Ter m Debt A1 Al
Ceska Sporitelna a.s.

Counterparty Credit Rating Al Negativel/ A-1 Al Stable/ A1

Certificate O Deposit A A1 A A1
Banca Conerci al a Romana

Counterparty Credit Rating BBB-/ Negati ve/ - - BBB-/ St abl e/ - -

Seni or Unsecured BBB- BBB-
Erste Finance (Del aware) LLC

Conmer ci al Paper A1 A1
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