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Key financial and operating data

Income statement (in EUR million) 2020 2021 2022 2023 2024
Net interest income 47748 49757 5950 6 72279 75283
Net fee and commission income 19768 23037 2452 4 26396 29376
Net trading result and gains/losses from financial instruments at FVPL 1995 2318 -47 3 448 6 4371
Operating income 71551 77420 85706 105516 111785
Operating expenses -4 2205 -4 306 5 -4 5749 -5019 6 -52789
Operating result 29346 34355 39958 55320 5899 6
Impairment result from financial instruments -12948 -158 8 -2995 -127 8 -3970
Other operating result -278 3 -3105 -398 5 -467 9 -414 3
Pre-tax result from continuing operations 13680 29334 32224 47948 4997 3
Net result attributable to owners of the parent 7831 19234 21647 29976 Bil253
Net interest margin (on average interest-bearing assets) 2 08% 2 05% 221% 2 50% 2 46%
Cost/income ratio 59 0% 55 6% 53 4% 47 6% 47 2%
Provisioning ratio (on average gross customer loans) 078% 0 09% 0 15% 0 06% 018%
Tax rate 25 0% 17 9% 17 3% 18 2% 21 1%
Return on tangible equity 51% 12 7% 13 8% 17 2% 16 3%
Earnings per share (in EUR) 157 417 483 6 80 720
Balance sheet (in EUR million) Dec 20 Dec 21 Dec 22 Dec 23 Dec 24
Cash and cash balances 35839 45 495 35 685 36 685 25129
Trading financial assets 46 849 53211 59 833 63 690 75781
Loans and advances to banks 21 466 21001 18 435 21432 26 972
Loans and advances to customers 166 050 180 268 202 109 207 828 218 067
Intangible assets 1359 1362 1347 1313 1382
Miscellaneous assets 5830 6 090 6 456 6 206 6 405
Total assets 277 394 307 428 323 865 337 155 353 736
Financial liabilities held for trading 2625 2474 3264 2304 1821
Deposits from banks 24771 31886 28 821 22911 21 261
Deposits from customers 191 070 210523 223973 232 815 241 651
Debt securities issued 30 676 32130 35 904 43 759 51 889
Miscellaneous liabilities 5840 6 902 6 599 6 864 6 346
Total equity 22 410 23513 25 305 28 502 30 767
Total liabilities and equity 277 394 307 428 323 865 337 155 353 736
Loan/deposit ratio 86 9% 85 6% 90 2% 89 3% 90 2%
NPL ratio 27% 2 4% 2 0% 2 3% 2 6%
NPL coverage ratio (based on AC loans ex collateral) 88 6% 90 9% 94 6% 85 1% 72 5%
Texas ratio 20 3% 18 3% 16 4% 16 6% 18 4%
Total own funds (CRR final in EUR million) 23643 24 758 26 184 29 094 30943
CET1 capital ratio (CRR final) 14 2% 14 5% 14 2% 15 7% 15 1%
Total capital ratio (CRR final) 19 7% 19 1% 18 2% 19 9% 19 5%
About the share 2020 2021 2022 2023 2024
Shares outstanding at the end of the period 429 800 000 429 800 000 429 800 000 429800000 410514 384
Weighted average number of outstanding shares 426 324 725 426 246 662 427 019 261 425951 928 415854 514
Market capitalisation (in EUR billion) 107 178 129 158 245
High (in EUR) 356 41 95 44 98 37 23 59 66
Low (in EUR) 15 34 24 80 21 66 2819 36 46
Closing price (in EUR) 24 94 41 35 29 90 36 73 59 66
Price/earnings ratio 16 0 100 62 54 82
Dividend per share (in EUR) 150 160 190 270 300
Payout ratio 96 4% 38 7% 39 6% 40 0% 41 2%
Dividend yield 6 0% 3 9% 6 4% 7 4% 5 0%
Book value per share (in EUR) 340 367 398 44 8 498
Price/book ratio 07 11 08 08 12
Additional information Dec 20 Dec 21 Dec 22 Dec 23 Dec 24
Employees (full-time equivalents) 45 690 44 596 45 485 45723 45 717
Branches 2193 2091 2029 1948 1871
Customers (in million) 16 1 161 16 1 16 2 16 6

CRR: Capital Requirements Regulation

Shares outstanding include Erste Group shares held by savings banks that are members of the Haftungsverbund (cross-guarantee system).
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Shareholder structure
as of 31 December 2024

By investors

5.94% ERSTE Foundation direct 61.68% Institutional investors

12.54% Sparkassen Beteiligungs GmbH & Co KG 6.34% Retail investors
3.47% Foundations 4.60% BlackRock, Inc.
4.27% Wiener Stadtische Versicherungsverein 0.93% Unidentified 2

0.23% Identified trading 2

By region
33.51% Austria 2.30% Rest of world
29.48% North America 0.93% Unidentified 2
16.59% UK & Ireland 0.23% Identified trading 3

16.96% Continental Europe

Financial calendar Ratings &S

as of 31 December 2024

30 April Results for the first quarter 2025 Fitch
Long-term A
11 May Record date Annual General Meeting Short-term F1
21 May Annual General Meeting in Vienna Outlook Stable
26 May Ex-dividend day
27 May Record date dividend Moody”s
28 May Dividend payment LENEHIBIT ol
Short-term P-1
1 August Half-year financial report 2025 Dol Sl
Standard & Poor”s
31 October Results for the first three quarters 2025 Long-term A+
Short-term A-1
The financial calendar is subject to change. The latest updated version is Outlook Positive

available on Erste Group's website (www.erstegroup.com/investorrelations).

"Incl. Erste employees private foundation, syndicated savings banks foundations, own holdings of savings banks
2 Unidentified institutional and retail investors
Incl. market makers, prime brokerage, proprietary trading, collateral and stock lending positions which are visible through custodian banks.




Non-financial data
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Highlights

Sustainable profitability

_ Net result of EUR 3,125.3 million

_ Local banks in all core markets are profitable

_ Dividend of EUR 3.0 per share proposed to AGM

Sound operating performance

_ Operating revenues increase by 5.9%

_ Inflation drives operating expenses up by 5.2%
_ Cost/income ratio improves to 47.2%

Customer business on growth path

_ Net customer loans grow by 4.9% to EUR 218.1 billion

_ Customer deposits increase by 3.8% to EUR 241.7 billion
_ Favourable loan-to-deposit ratio at 90.2%

Sound asset quality
_ NPL ratio at moderate 2.6%,
excellent performance in CEE
_ NPL provision coverage at 72.5%
_ Risk costs of 18 basis points
(on average gross customer loans)

Favourable capitalisation

_ CETl1 ratio (CRR final) at 15.1%,
including EUR 700 million planned share buyback

_ Capital significantly above regulatory requirements and
internal target

Excellent funding and liquidity position
_ Strong retail deposit base in all core countries as key trust
indicator and competitive advantage

_ All local banks successfully placed MREL-related issuances
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Stefan Dorfler, Peter Bosek, Alexandra Habeler-Drabek, Maurizio Poletto, Ingo Bleier (f.l.t.r.)



Letter from the CEO

Dear shareholders,

I am pleased to present to you, for the first time, the annual re-
sult of Erste Group along with the outlook for the current year.
2024 was a very successful year for us. With a net profit of
EUR 3,125 million, we posted an excellent result. We have
achieved all of the goals we had revised upwards in the course
of the year. Erste Group’s proven business model and the focus
on our seven core markets enabled us to generate organic lend-
ing growth of nearly 5%. The inflow of customer deposits also
remained steady, most importantly from retail customers and
SMEs. Our capital base continues to be strong, thus offering us
strategic scope for capital allocation. Going forward, the first
priority remains growth in our region, i.e. lending to retail cus-
tomers and businesses.

Before going into the details of our economic performance, let
me briefly outline the economic environment.

A year marked by subdued growth

Our region saw a moderate recovery of the economy, yet eco-
nomic performance was a mixed bag. Austria failed to meet ex-
pectations and registered a mild recession for the second year
in a row. In our CEE core markets, 2024 GDP growth rates
ranged between 0.5% in Hungary and 3.9% in Serbia, supported
mainly by household consumption. Labour markets remained
robust despite the weakness of the economy.

Inflation declined across all core markets and is now in the low

to medium single digits, which has led to rate cuts in all markets.

In 2024, the European Central Bank lowered its policy rate in
four steps from 4.00% to 3.00%. Most of the CEE central banks
likewise eased their monetary policies further. The central
banks of Hungary and the Czech Republic had already started
trimming their policy rates in the final quarter of 2023, while
the central banks of Serbia and Romania followed suit only in
the second and fourth quarters of 2024, respectively.

Excellent operating result

What was the effect of these fundamentals on our result? The
two most important income components again posted growth:
net interest income rose by 4.2% to EUR 7.5 billion and thus far
beyond what had been forecast at the beginning of 2024. While
all CEE markets registered growth — in Romania, Hungary,
Czech Republic and Serbia, i.e. the markets outside the euro
zone, even at double-digit rates — net interest income in Austria
was down. It is worth noting that we were able to keep the net
interest margin nearly stable in the face of falling market inter-
est rates. At the same time, net fee and commission income hit
a record high at EUR 2.9 billion. The 11.3% rise is all the more
remarkable as the baseline had already been elevated due to
strong growth seen in previous years. Growth was achieved in
all core markets, with particularly strong performance in pay-
ment services and asset management. Overall, operating in-
come came in at EUR 11.2 billion, almost 6% higher than in the

previous year. Operating expenses increased by around 5% to
EUR 5.3 billion, in line with expectations. Inflationary pressure
had an impact on collective salary negotiations, most im-
portantly in Austria. Personnel expenses were up at EUR 3.2
billion. The block of regulatory costs typical of a bank (pay-
ments to resolution funds and deposit insurance systems as
well as banking and transaction taxes) amounted to some
EUR 450 million in 2024. The strong operating result was re-
flected in a cost/income ratio of 47.2%, which is excellent for
our business model.

Risk costs remain at a low level

Asset quality was, overall, very good again in 2024, particularly
in the retail customer business, due last but not least to low
unemployment rates. Remarkably, the CEE core markets out-
performed Austria for the first time. The NPL ratio rose mod-
erately to 2.6% at year-end. Overall, (net) allocations to provi-
sions amounted to EUR 397 million in 2024, which equals a
provisioning ratio of 18 basis points of average gross customer
loans. In addition to solid asset quality, another positive con-
tribution came from the release of provisions for credit risks
driven by updated forward-looking economic indicators (FLIs)
and stage overlays.

Healthy organic loan growth

After a slow start in the first months of the year, demand for
loans rose markedly towards the end of the year. Overall, net
customer loan volume increased by 4.9% to EUR 218.1 billion.
Growth momentum was seen across the entire region, most no-
tably in Austria, Czech Republic, Romania and Slovakia. Partic-
ularly noteworthy was the budding recovery of the mortgage
business in the Czech Republic and at Erste Bank Oesterreich.
Corporate lending was likewise more dynamic in the fourth
quarter than in the first nine months of 2024.

Solid deposit base, low reliance on money and capital
market funding

Deposit inflow continued, with customer deposits up by nearly
4%. The strongest deposit growth, at a rate of 5.2%, was seen in
the retail and SME business and from customers of savings
banks. Because of our business model and solid market posi-
tions in our core markets, Erste Group has a very large propor-
tion (nearly 80%) of these highly granular customer deposits.
The central banks’ rate cuts, moreover, slowed down the shift
from demand deposits to term deposits. At the end of December
2024, the loan-to-deposit ratio stood at 90.2%.

Similarly successful were funding activities in the capital mar-
kets. Not only the parent company but also a number of local
subsidiaries in CEE countries issued benchmark bonds in var-
ious asset classes and placed these issues both locally and in-
ternationally.



Solid capitalisation and dividend proposal

Erste Group’s strong capitalisation is another point that | wish
to highlight once again. Erste Group’s strong capital base and
sustainable profitability are the preconditions for the bank’s fu-
ture growth and ability to pay dividends and expand our scope
of action. At 15.1% as of the end of December 2024, the com-
mon equity tier 1 ratio (final) was again substantially above the
regulatory minimum requirement and our target of 14%.

For the 2024 fiscal year, the management board will propose a
dividend of EUR 3.0 per share at the annual general meeting in
line with our policy of distributing between 40 to 50% of net
profit after the deduction of AT1 dividends. In addition, after
the successful completion of the second share buyback pro-
gramme with a volume of EUR 500 million at year-end 2024,
Erste Group is seeking to launch another such programme with
a volume of EUR 700 million (subject to regulatory approval).
Both the dividend and the share buyback programme were con-
sidered in calculating the common equity tier 1 ratio.

Sustainability and profitability are no contradiction
Sustainability aspects have always been integral components of
the strategy of Erste Group, which is firmly embedded in the
real economy. Where sustainability is concerned, the priorities
defined are based on the conviction that the green transition
and social inclusion may have a positive impact on the long-
term prosperity of our region.

In 2024, Erste Group Bank AG integrated the sustainability
statement into the management report. This report uses the Eu-
ropean Sustainability Reporting Standards (ESRS) as a frame-
work along with the requirements of Article 8 of EU Regula-
tion 2020/852 (EU Taxonomy). For further information on
goals, emission reduction pathways and sustainability initia-
tives of Erste Group, as well as a variety of ESG metrics, please
refer to the management letter and our website.

Outlook for 2025

In the current fiscal year of 2025, we expect solid loan growth
of about 5% on the back of a moderate acceleration of economic
growth, supported by both the retail and the corporate business.
This should help to keep net interest income stable.

Net fee and commission income is projected to continue its pos-
itive trend and increase by about 5%. Assuming a rise in operat-
ing expenses (including expenses for strategic initiatives) by
about 5%, we expect that we will be able to achieve a cost/in-
come ratio of less than 50%. Given the stable environment, most
notably in the CEE markets, we expect risk costs of approxi-
mately 25 basis points in 2025. This should yield a continued
solid return on tangible equity (ROTE) of around 15%.

Proven business model & strategic initiatives

Working with my management team, | have been leading Erste
Group, one of the largest financial institutions in Central and
Eastern Europe, since July 2024. The focus of our employees in
all of the seven core markets — Austria, Czechia, Slovakia, Ro-
mania, Hungary, Croatia and Serbia — has always been on the
purpose of the business, which has remained unchanged since
its foundation in 1819: creating and spreading prosperity. To en-
sure that our business model will remain relevant and success-
ful in the future, we are working on strategic initiatives. Our
focus is on the continuing development of our brand identity, a
wide range of topics relating to digitalisation and the commit-
ment to consider M&A transactions in our region to comple-
ment organic growth.

Talking about digitalisation: across the group, nearly eleven
million customers were using our digital platform George as of
year-end 2024. The number of digital transactions has been ris-
ing steadily. By now, more than half of all retail business prod-
ucts are already distributed digitally. Supported by technology,
we are planning to offer our customers broader access to finan-
cial advice than has ever been feasible in the past. Progress is
likewise being made in increasing efficiency through digitalisa-
tion, i.e. by automating transactions and processes and using
digital data analysis.

Itis of special importance to me to thank the employees of Erste
Group for their personal commitment. Our joint efforts and
dedication to strategic initiatives provide an excellent basis for
further strengthening and expanding Erste Group’s position in
the CEE region.

Peter Bosek mp



Supervisory board
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Report of the supervisory board

Dear shareholders,

Erste Group posted a strong Group result for the 2024 fiscal year,
which was underpinned by successful risk and cost manage-
ment as well as robust performance in all core markets. This is
all the more encouraging as an upturn in economic activity ap-
pears to be still some way off, most notably in Austria. In line
with Erste Group’s dividend policy, it is proposed that the an-
nual general meeting approve a dividend of EUR 3.00 per share
for the 2024 fiscal year.

Erste Group has been making further progress on its path to-
wards digitalisation. The digital platform George has been de-
veloped further to provide additional (service) offerings and
functions designed to optimise interaction with customers. \We
want our customers to be able to look after their financial health
even more effectively, either independently or with support
from Erste Group employees, particularly when it is about
providing for the future. For some, it is just a buzz phrase, but
for us, it is an obligation: focusing on customer needs.

Erste Group owes its strong position, last but not least, to a
proven strategy. This does not mean coming to a standstill,
though. In the years ahead, it will be crucial to venture into new
territory to meet customer expectations and needs even more
effectively while also further enhancing the strengths of Erste
Group. A modern digital banking experience will doubtless be
essential in the future for the bank to be perceived as relevant
also by the younger generation. New strategic initiatives ensure
that Erste Group is able to exploit the benefits of novel technol-
ogies and artificial intelligence. The difference will still be made
by competent, dedicated and emphatic staff who strive to gain
our customers’ trust by dealing with them personally. You may
also rest assured that in our activities we will also consider so-
cial and ecological aspects.

The solid capital base enabled Erste Group to launch another
share buyback programme with a volume of EUR 500 million,
which was successfully completed in November 2024. Overall,
10,398,524 shares were purchased and cancelled. In its third
year, the employee share programme “WeShare by Erste Group”
enjoyed a high level of acceptance in 2024, with 35,000 partici-
pants across the Group. In total, employees received approxi-
mately 1.2 million shares of Erste Group Bank AG. This in-
creased the share of voting rights of Erste Mitarbeiter-
beteiligung Privatstiftung in Erste Group Bank AG by 0.29% to
currently around 1.59%.

2024 saw changes on the management board. As already an-
nounced in the previous year’s report of the supervisory board,
Willi Cernko resigned from his management board mandate
early, as of 30 June 2024. As of 1 July 2024, Peter Bosek as-
sumed the position of chairman of the management board. The
other members of the management board were Ingo Bleier,
Chief Corporates and Markets Officer, Stefan Dorfler, Chief

Financial Officer, Alexandra Habeler-Drabek, Chief Risk Of-
ficer and Maurizio Poletto, Chief Platform Officer. As of 1 July
2024, Maurizio Poletto also took on the duties of David O’'Ma-
hony as Chief Operating Officer following the latter’s departure
from the management board as of 30 June 2024.

With this experienced management board team headed by Pe-
ter Bosek, Erste Group is excellently positioned to cope with the
challenges that are posed by the ecological and digital transfor-
mation as well as the economic and geopolitical environment.
The supervisory board is looking forward to continuing work
with this team to benefit from opportunities as they arise in the
years ahead, not least from the implementation of the new stra-
tegic initiatives.

At year-end 2024, Erste Group’s supervisory board consisted of
eighteen members (twelve shareholder representatives elected
by the shareholders and six employee representatives delegated
by the employees’ council). The members of the supervisory
board bring together extensive experience gained across a vari-
ety of industries and come with a wide range of professional
knowledge, international experience and practical expertise. As
in the previous year, more women than men are currently hold-
ing mandates (ten versus eight).

The supervisory board also saw changes in 2024: Andras Simor
resigned from his mandate as of 15 January 2024. In this con-
text, the delegation of Jozef Pinter to the supervisory board was
revoked as new employee representatives were delegated to the
supervisory board on 16 January 2024. Maximilian Hardegg
and Micheéle F. Sutter-Rudisser resigned from their mandates as
of the end of the 2024 annual general meeting. Two members —
Caroline Kuhnert and Walter Schuster — were newly elected to
the supervisory board at the 2024 annual general meeting, and
Elisabeth Krainer-Senger-Weiss and Michael Schuster were re-
elected.

I wish to thank all former supervisory board members most cor-
dially for their dedication and constructive contributions to the
work of the supervisory board. With their experience and ex-
pertise, they contributed to the development of Erste Group as
a leading bank in the eastern part of the European Union.

For further information about the composition and independ-
ence of the supervisory board, the criteria for its independence,
its working procedures, the number and type of committees
and their decision-making powers, the meetings of the supervi-
sory board and the main focus of its activities, please refer to
the (consolidated) corporate governance report drawn up by the
management board and reviewed by the supervisory board.



As regards the activities of the audit committee, please also re-
fer to its separate report. In the course of a total of 50 supervi-
sory board and committee meetings, the management board

promptly and comprehensively informed the supervisory board.

This allowed us to act in accordance with the mandate laid
down in the law, the articles of association and the Austrian
Code of Corporate Governance, as well as to ascertain the
proper conduct of business.

The financial statements (consisting of the balance sheet, in-
come statement and notes) and the management report, as well
as the consolidated financial statements and the group manage-
ment report for 2024, were audited by Sparkassen-
Prifungsverband, the legally mandated auditor, and by PwC
Wirtschaftspriifung GmbH, the elected supplementary auditor,
and received an unqualified audit opinion. Representatives of
both auditors attended the financial statements review meet-
ings of the audit committee and the supervisory board and pre-
sented their comments on the audits they had conducted. Based
upon its own review, the supervisory board endorsed the find-
ings of these audits and agreed to the proposal for appropriation
of the profit of the 2024 fiscal year. PwC Wirtschaftspriifung
GmbH was also mandated with the voluntary audit of the (con-
solidated) corporate governance report for 2024.

By resolution of the 2024 annual general meeting, Sparkassen-
Prifungsverband and PwC Wirtschaftsprifung GmbH were
moreover appointed as auditors of the sustainability statement
in conformity with CSRD.

The supervisory board has approved the financial statements,
and these have thereby been duly endorsed in accordance with
section 96 para4 of the Austrian Stock Corporation Act
(Aktiengesetz). The management report, consolidated financial
statements, group management report (including the sustaina-
bility statement) and the (consolidated) corporate governance
report have also been reviewed by the supervisory board and
accepted on the basis of the audit reports received by the super-
visory board.

Finally, the supervisory board thanks the management board as
well as all employees of Erste Group: without their untiring ef-
forts and their ambition to keep developing Erste Group further,
the excellent results of the 2024 fiscal year would not have been
possible.

As | am leaving the supervisory board at the end of the 2025
annual general meeting, the report in hand is the last report of
the supervisory board to Erste Group shareholders to which |
have contributed. While serving as a member and as chairman
of the supervisory board I have been able to take part in the de-
velopment and growth of Erste Group. | am very proud of hav-
ing served and shared the journey of a company like Erste
Group over such a long period of time. The process for my suc-
cession is on track, my successor is to be elected by the 2025
annual general meeting.

After more than 20 years on the supervisory board, including
13 years as its chairman, | am about to end my service and am
looking back on the successes achieved with joy and gratitude.
At this point, looking back | wish to thank the shareholders
who elected me to the supervisory board for their trust. My
thanks are also due to the members of the supervisory board
who entrusted me with the function of chairman. Without the
supportive and constructive cooperation of CEOs Andreas
Treichl, Bernd Spalt, Willi Cernko and Peter Bosek and the re-
spective board members | would not have been able to success-
fully perform my duties as chairman of the supervisory board.
It has been a great honour for me to have been able to contrib-
ute to Erste Group’s journey for such a long time. Even if | am
now ending my service on the supervisory board, | will remain
connected to the organisation. For the years ahead, | wish the
entire team continuing success, growth and all the best.

For the supervisory board,
Friedrich Rédler mp, Chairman of the supervisory board
Vienna, March 2025



Report of the audit committee

Dear shareholders,

The audit committee is one of seven committees established by
the supervisory board. Its mandate is derived from the law, the
rules of the Austrian Code of Corporate Governance and its
rules of procedure. As of 31 December 2024, the audit commit-
tee comprised five shareholder representatives and three mem-
bers delegated by the employees’ council.

In 2024, the audit committee met seven times and, in addition,
held one informal meeting to prepare the meeting on the audit
of the (consolidated) financial statements. The meetings were
attended by those management board members responsible for
accounting, controlling and risk management as well as the
representatives of Erste Group Bank AG’s auditors and, as re-
quired, representatives of the auditors of material (foreign) sub-
sidiaries. The appropriate division heads were invited to attend
as permanent guests or to attend as guests in discussions on spe-
cific agenda items. The chair of the audit committee and the
financial expert regularly conducted one-on-one meetings with,
amongst others, the auditors (Sparkassen-Prufungsverband as
the legally mandated bank auditor and PwC as additional audi-
tor elected by the annual general meeting), members of the
management board, the head of internal audit, the chief com-
pliance officer and, as required, with other division heads. The
supervisory board was informed of the committee’s activities
and the subject matters of its meetings and discussions at the
respective subsequent supervisory board meetings.

For Erste Group, 2024 was a highly successful year despite the
challenging environment. It was marked by several geopolitical
conflicts, a sharp reversal in the rate cycle and a visible clouding
of the economic environment. All this had an impact on the
work of the audit committee and was considered by the audit
committee members with the required care and diligence in ex-
ercising their duties. Amongst others, the supervisory board
tasked the audit committee with reviewing the sustainability
statement.

In 2024, the audit committee specifically considered the follow-
ing topics: after receipt of the auditors’ report on the (Group)
financial statements for 2023, the audit committee held the fi-
nal discussion, reviewed the (Group) financial statements and
the (Group) management report including the sustainability
statement, as well as the (consolidated) corporate governance
report and recommended to the supervisory board the approval
of the annual financial statements and distribution of a divi-
dend as proposed by the management board. The additional re-
port of the auditors pursuant to Article 11 of Regulation (EU)
No 537/2014 was taken note of.

In connection with the sustainability statement conducted for
the first time in 2024 in conformity with the EU’s Corporate

Sustainability Reporting Directive (CSRD), the audit committee
recommended the supervisory board appoint an external audi-
tor. The audit committee recommended appointing Spar-
kassen-Prufungsverband and PwC Wirtschaftsprifung GmbH
as joint auditors, which were elected by the 31t annual general
meeting on 22 May 2024. The audit committee periodically re-
ceived reports on preparatory work done within the bank and
also exchanged views with the auditors on the audit of the sus-
tainability statement several times.

The head of the internal audit department reported on the audit
subjects and material audit findings for the year 2023 and, on
an ongoing basis, about audit-relevant matters in the Group.
The effectiveness of the AML compliance function was
acknowledged by the audit committee, and a BCBS 239 (data
quality management) report was issued. The audit committee
continuously reviewed and monitored the independence of the
auditors of the (consolidated) financial statements with a par-
ticular focus on non-audit services rendered for Erste Group.
The audit committee gave pre-approval to permissible non-au-
dit services and received reports on their current status.

Material audit matters relating to subsidiaries were likewise dis-
cussed in depth and commented on with regard to their impact
on the Group financial statements. In its additional function as
audit committee of Erste Digital GmbH pursuant to Section 30g
para 4a(3) GmbHG (Austrian Act on Limited Liability Compa-
nies), it recommended the supervisory board of Erste Digital
GmbH to advise the shareholders’ meeting of Erste Digital
GmbH to approve the annual financial statements, give its con-
sent to the management board’s proposal for the appropriation
of profit and take note of the management report of the share-
holders’ meeting of Erste Digital GmbH.

After on-site inspections conducted by supervisory authorities,
the audit committee took note of the respective audit reports
and the plan to address the supervisory authorities’ findings
and, where necessary, requested to be briefed on the current sta-
tus of implementation. The joint supervisory team of the regu-
latory authorities was informed about the audit committee’s
work in a meeting with the chair of the audit committee and
the chair of the supervisory board.

Further information on the activities of the audit committee
and its composition is contained in the (consolidated) corporate
governance report prepared by the management board and re-
viewed by the supervisory board.

For the audit committee,
Christiane Tusek mp



Erste Group on the capital markets

After the strong gains recorded in the previous year, interna-
tional equity markets continued their upward trends in 2024
amid the impacts of geopolitical events, interest rate policies,
inflation development and economic activity. Equity markets’
performance was supported by expectations of falling interest
rates, which were met by the central banks in the course of the
year. Continued strong demand for technology shares
(buzzword: artificial intelligence) provided an extra boost. At
the same time, market volatility was fuelled by mixed macroe-
conomic conditions in Europe and China, as well as concerns
about an economic downturn, geopolitical crises and uncer-
tainty regarding potential shifts in the political environment in
Europe and the US. Finally, market performance was also
driven significantly by rate cuts implemented by European and
US central banks as well as the announcement of fiscal policy
stimuli in China. Most of the indices covered again posted
marked gains.

EQUITY MARKET REVIEW

Turnaround in monetary policies

The central banks’ restrictive rate policies and the series of rate
hikes designed to curb inflation rates that had reached record
levels in 2022 proved effective. Inflation was moving towards
the 2% target rate, and the major central banks maintained a
wait-and-see approach at the beginning of the year regarding a
possible end to the rate cycle and held on to their policy rate
levels for the time being. Their focus was on inflation momen-
tum, the economy and the labour market. After a number of
national central banks had already started to ease their mone-
tary policies, the European Central Bank (ECB) carried out its
first policy rate cut since 2019 in June. The US Federal Reserve
(Fed) followed suit in September. Both central banks continued
relaxing their monetary policies until year-end 2024, cutting
rates in several steps. In Europe, the policy rate stood at 3% at
year-end, while in the US the effective policy interest rate was
set at a range of 4.25% to 4.50%.

Global economic growth

The global economy has proved resilient over the past years.
Despite diverse developments in individual countries and sec-
tors, global economic growth has remained stable while infla-
tion has receded further at the same time. This resilience is ex-
pected to continue. After 3.2% growth forecast for 2024, global
GDP growth is expected to run at 3.3% in both 2025 and 2026,
while inflation should keep falling towards the central banks’
target levels. Growth prospects vary considerably by region. In
the US, GDP growth is projected to come in at 2.8% in 2024 and
2.7% in 2025 before slowing down to 2.1% in 2026. In the euro

area, the recovery of real household incomes, robust labour
markets and policy rate cuts will keep driving growth. In the
euro area, GDP is forecast to grow by 0.8% in 2024, 1.0% in 2025
and 1.4% in 2026. Risks to these outlooks include, most im-
portantly, increasing trade tensions and protectionism, as well
as fiscal policy challenges in a number of countries. The per-
formance of Asian economies, most prominently China, will
also continue to have a significant impact on global growth.

Equity markets at record highs

In the reporting period, growth was most pronounced in the US
stock markets, whose performance benefited substantially from
the strong growth momentum of US technology and Al-ori-
ented companies. The boom was led first and foremost by the
“Magnificent 7” (Microsoft, Apple, Nvidia, Alphabet, Amazon,
Meta, Tesla), which account for more than 30% of the global
market capitalisation of the S&P 500 Index. The performance
of technology shares and the monetary policy turnaround
started by the central banks was reflected in the performance of
most equity markets and their new record highs, with the big-
gest gains posted by the US indices. As of the end of December,
the NASDAQ Composite technology index was up 28.6% at
19,310.79 points. The broader Standard & Poor’s 500 Index rose
23.3% to 5,881.63 points in the year ended, and the Dow Jones
Industrial Average Index broke through 40,000 points for the
first time in 2024 and ended the reporting period 12.9% higher
at 42,544.22 points. In Europe, new highs were set by the Ger-
man DAX index, which saw the steepest rise, by 18.8%, the Brit-
ish FTSE 100 and the Austrian ATX Total Return. The Stoxx Eu-
rope 600 Index, which comprises the largest European equities,
likewise hit a new record high in the course of the year and, at
year-end, had advanced by 6.0%, reaching 507.62 points. In Asia,
the Japanese Nikkei 225 Index was up 19.2% while the Chinese
CSI-300 Index gained 14.7%.

Bank shares recorded further gains

As in the previous year, banks were again among the favoured
industries in 2024. The banking sector benefited from the fact
that the initial rate cuts were implemented later than planned.
Solid results, low risk costs, positive outlooks and planned div-
idend payments provided the basis for further rises in share
prices in the reporting period. After advancing by more than
20% in the previous year, the Dow Jones Euro Stoxx Banks In-
dex, which is composed of the leading European bank shares,
posted another rise, by 23.4% to 146.04 points, in the year
ended.



ATX Total Return Index at all-time high

Austrian equity indices likewise continued the upward trajec-
tories seen in the previous year. Moving in tandem with the
broader Stoxx Europe 600 Index, the Austrian Traded Index
(ATX) was up 6.6% at year-end 2024, at 3,663.01 points. The
ATX Total Return Index (including dividends) set multiple new
highs in the course of the year and ended the year at 8,536.92
points, up 12.1%. This performance was underpinned by the
strong performance of the bank shares, which are heavily
weighted in the index. The Erste Group share was among the
top performers, having gained more than 60%.

ERSTE GROUP SHARE

Substantial gains

After advancing by almost 23% in the previous year, the Erste
Group share continued its uptrend in 2024 and gained a record
62.4%, with the steepest rise (by 21.1%) recorded in the fourth
quarter. The closing price of EUR 59.66 on the last trading day
also marked the highest closing price of the year, only slightly
below the all-time high registered in April 2007. The Erste Group
share marked its 2024 low at EUR 36.46 on 3 January 2024.

Performance of the Erste Group share and major
indices (indexed)
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The key drivers of the remarkable growth in share value were
primarily results that were better than expected by the market
and the upward revision of the outlook during the year. Ana-
lysts’ consensus estimates of 2024 to 2026 net profits moved
higher. The Erste Group’s second share buyback programme,
which was completed at year-end 2024, provided additional
momentum. Investors placed their focus moreover on the out-
look for lending growth, the development of the operating
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result, risk costs, return on tangible equity (ROTE) and, last but
not least, the priorities set by the new CEO Peter Bosek, includ-
ing in particular the development of the digital banking busi-
ness, growth (buzzword M&A) and capital distribution.

Employee share programme

In 2024, Erste Group employees again had the opportunity to
buy Erste Group shares under the employee share programme.
This programme was first offered in 2022, and many employees
took the opportunity to acquire Erse Group shares. In 2024, ap-
proximately 35,000 employees took part in this programme. In
2022 it was 30,000, and in 2023 the number of participants was
also some 35,000. The successful continuation of the employee
share programme resulted in a further strengthening of Erste
Mitarbeiterbeteiligung Privatstiftung (Erste Employee Founda-
tion), in which the voting rights of the shares acquired under
the employee share programme are combined.

Performance of the Erste Group share
versus indices

Erste Group DJ Euro Stoxx

share ATX Banks Index
Since IPO (Dec 1997) 438 3% 187 0% -
Since SPO (Sep 2000) 407 7% 213 5% -58 5%
Since SPO (Jul 2002) 242 4% 200 3% -41 9%
Since SPO (Jan 2006) 32 6% -6 0% -61 5%
Since SPO (Nov 2009) 105 7% 40 6% -359%
2024 62 4% 6 6% 23 4%

IPO ... initial public offering, SPO ... secondary public offering.

Share buyback programme

Organic growth is Erste Group’s first priority in terms of capital
consumption, followed by the distribution of dividends, poten-
tial expansion through acquisitions and, as the case may be,
share buybacks. After the completion of the first share buyback
programme in the amount of EUR 300 million in February 2024,
the annual general meeting of Erste Group decided on 22 May
2024 to carry out another share buyback programme in the
amount of EUR 500 million based on the bank’s strong capital
base. This second programme was completed in November, the
shares bought back were cancelled in December 2024. The
number of shares of Erste Group decreased accordingly. The
cancellation of own shares purchased and the resulting reduced
number of shares outstanding increases the calculated profit
per share.



Number of shares, market capitalisation
and trading volume

After accounting for the shares bought back and cancelled in
February and December 2024, respectively, the number of
shares of Erste Group Bank AG amounts to 410,514,384. The
market capitalisation of Erste Group reached EUR 24.5 billion
atyear-end 2024 and was thus 55% higher than at year-end 2023
(EUR 15.8 billion).

Erste Group is listed on the stock exchanges of Vienna, Prague
and Bucharest. Its main stock exchange is Vienna, where in the
year ended its trading volume averaged 479,616 shares per day.

Sustainability indices and ratings

The Erste Group share has been part of VONIX, the Vienna
Stock Exchange's sustainability index, since its launch in 2008.
Since 2011, the Erste Group share has been included in the
STOXX Global ESG Leaders Index, which represents the best
sustainable companies worldwide on the basis of the STOXX
Global 1800. Since 2016, the Erste Group share has been in-
cluded in the FTSE4Good Index Series, since 2017 in the Eu-
ronext Vigeo Index: Eurozone 120. In addition, Erste Group has
held prime status in the ISS ESG corporate ratings since 2018.
MSCI has rated Erste Group with AA. In 2024, Erste Group par-
ticipated in the CDP (Carbon Disclosure Project) rating for the
third time; its sustainability measures were affirmed at B.

Dividend

Erste Group’s dividend policy is guided by the bank’s profitabil-
ity, growth outlook and capital requirements. \We target a pay-
out ratio in the range of 40-50% based on reported net profit, net
of AT1 coupons. The 31% annual general meeting that took
place on 22 May 2024 resolved to distribute a dividend of
EUR 2.70 per share for the 2023 fiscal year, which was paid out
on 29 May 2024. For the 2024 fiscal year, the management is
proposing a dividend of EUR 3.00 per share.

RATINGS OF ERSTE GROUP BANK AG

In late November, Standard & Poor’s upgraded Erste Group
Bank AG’s outlook from stable to positive, confirming the
A+/A-1 rating. It highlighted the bank’s improved capitalisa-
tion and solid results as well as the traditional strengths of the
bank, namely funding and liquidity. Moody’s (A1/P-1) and
Fitch (A/F1) left their ratings unchanged, each with a stable
outlook.

FUNDING ACTIVITIES

In 2024, Erste Group again started the year early by issuing a
EUR 1 billion, 7-year mortgage-covered bond (MS+50 bps),
thereby opening up the covered bonds segment for European
issuers. As investors’ appetite for longer tenors was gradually
increasing, Erste Group decided to return to the capital markets
as early as March 2024 by issuing another EUR 1 billion mort-
gage-covered bond (9.75-year tenor, MS+55 bps). Just before
the market environment started clouding in the weeks that fol-
lowed, Erste Group placed a EUR 750 million perpNC2031 AT1
instrument (7% coupon, MS+440.7 bps) linked, as in the previ-
ous year, with the repurchase of the outstanding AT1 instru-
ment (5.125% perpNC2025).

The summer break for capital market transactions ended in Au-
gust 2024, with Erste Group issuing a EUR 750 million 8NC7
format senior preferred bond at MS+90 bps. Even though this
transaction almost fully covered the funding volume required,
Erste Group opportunistically issued another benchmark trans-
action in the form of a EUR750 million tier-2 bond
(10.25NC5.25, MS+170 bps).

INVESTOR RELATIONS

Open and regular communication with
investors and analysts

In the year ended, the management and the investor relations
team met with investors in a total of 274 one-on-one and group
meetings. Questions raised by investors and analysts were an-
swered both at events with in-person attendance and during tel-
ephone or video conferences. The presentation of the 2023 an-
nual result was followed by an analysts’ dinner and a road show
day with investor meetings in London. Road shows were like-
wise conducted in Europe and the US after the release of first
and third-quarter results. Erste Group presented its perfor-
mance and strategy against the backdrop of the current envi-
ronment at international banking and investor conferences or-
ganised by the Vienna Stock Exchange, Kepler, Morgan Stanley,
RBI, UBS, Bank of America, Deutsche Bank, Goldman Sachs,
Barclays, mBank and Wood. 96 meetings were held to intensify
the dialogue with bond investors. A large number of one-on-
one and group meetings with analysts and portfolio managers
were held at conferences, road shows and investors’ days hosted
by the European Covered Bond Council (ECBC), UBS,
Citigroup, Danske Bank, Natixis und BNP Paribas. The Erste
Group’s website (https://www.erstegroup.com/en/investors)
provides comprehensive information on the banking group and
the Erste Group share.
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The investor relations team also provides news through Erste
Group’s social media channels on platforms such as LinkedIn
and Youtube. More details on the social media channels, the
news/reports subscription and reminder service are available at
https://www.erstegroup.com/en/investors/ir-service.

Analyst recommendations

In 2024, 22 analysts regularly released research reports about
Erste Group. The Erste Group Bank AG share was covered by
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financial analysts at the following national and international
firms: Autonomous, Bank of America, Barclays, Carraighill,
Citigroup, Concorde, Deutsche Bank, Exane BNP, Goldman
Sachs, HSBC, JP Morgan, JT Banka, KBW, Kepler Cheuvreux,
mBank, Mediobanca, Pekao, PKO, RBI, Trigon, UBS and Wood.
As of the end of the year, 16 analysts had issued buy recommen-
dations, and six had rated the Erste Group share as neutral. The
average year-end target price stood at EUR 60.8. The latest up-
dates on analysts’ estimates for the Erste Group share are posted
at  https://www.erstegroup.com/en/investors/share/analyst-
estimates.



Strategy

We strive to be the leading retail and corporate bank in the
eastern part of the European Union, including Austria. To
achieve this goal, we aim to support our retail, corporate and
public sector customers in realising their ambitions and ensur-
ing financial health by offering excellent financial advice and
solutions, lending responsibly and providing a safe harbour for
deposits.

As a competent and reliable partner for our customers and
with our business activities anchored in the real economy for
more than 200 years, we will continue to contribute to eco-
nomic growth and financial stability and, thus, to the prosper-
ity of our region.

In all of our core markets in the eastern part of the European
Union, we pursue a balanced business model focused on
providing the best banking services to each of our customers.

In this respect, digital innovations are playing an increasingly
important and inclusive role.

The sustainability of the business model is reflected in our abil-
ity to fund customer loans by customer deposits, with most cus-
tomer deposits being stable retail deposits. The sustainability of
our strategy is reflected in long-term client trust, which under-
pins strong market shares in almost all of our core markets.
However, market leadership is not an end in itself. Market lead-
ership creates value only when it goes hand in hand with posi-
tive economies of scale and contributes to the long-term suc-
cess of the company. The banking business, however, should
not only be run profitably but should also reflect its corporate
responsibility towards all material stakeholders, in particular
customers, employees, society and the environment. Therefore,
we pursue the banking business in a socially responsible man-
ner and aim to earn an adequate premium on the cost of capital.

‘

Retail
banking

Corporate
banking

Capital
markets

Public
sector

Interbank
business

Acting as Financial
Health Advisor for the
people in our region

Support customers to
build up and secure
wealth

Active management of
customer journeys to
increase customer
satisfaction and
profitability

SME and large
corporate banking

Advisory services,
with focus on
providing access to
capital markets and
corporate finance

Transaction banking
services (trade
finance, factoring,
leasing)

Commercial real
L estate business

Focus on customer
business, including
customer-based
trading activities

In addition to core
markets, presences in
Poland, Germany,
New York and Hong
Kong with institutional
client focus and
selected product mix

Building debt and
equity capital markets
inlCEE

Financing sovereigns
and municipalities
with focus on
infrastructure
development in core
markets

Any sovereign
holdings are held for
market-making,
liquidity or balance
sheet management
reasons

Focus on banks that
operate in the core
markets

Any bank exposure is
only held for liquidity
or balance sheet
management reasons
or to support client
business

STRATEGY IN DETAIL

Long-standing tradition in customer

The basis of our banking operations is retail and corporate cus-
tomer business in the eastern part of the European Union, in-
cluding Austria. The capital markets and interbank activities, as
well as public sector business, are defined more broadly to be
able to meet our customers’ needs as effectively as possible.

banking

Erste Group has been active in retail business since 1819. This
is where the largest part of our capital is tied up, where we gen-
erate most of our income and where we fund the overwhelming
part of our core activities by drawing on our customers’ depos-
its. Offering attractive, easy-to-understand products and ser-
vices that meet the individual needs and objectives of bank cus-
tomers is important in building and maintaining strong long-
term customer relationships.

1
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RETAIL BUSINESS

Our key business is retail business, and it represents our
strength. It is our top priority when developing products such
as modern digital banking that enable us to meet customers’
expectations more effectively.

Our retail business covers the entire spectrum from lending,
deposit and investment products to current accounts and credit
cards. Our core competence in retail banking has historical
roots. In 1819, wealthy Viennese citizens donated funds to es-
tablish Erste Group’s predecessor, the first savings bank in Cen-
tral Europe. It was their aim to make basic banking services
such as safe savings accounts and mortgage loans available to
wide sections of the population. Today, we serve a total of more
than 16.5 million customers in our markets and operate nearly
1,900 branches. Wealthy private clients, trusts and foundations
are served by our private banking staff and benefit from ser-
vices that are tailored to the needs of this target group.

In addition, we use and promote digital distribution channels
such as the Internet and mobile banking, not only to meet the
increasing importance of digital banking, but to actively shape
the digital future. George plays an important role in this.

Retail banking is attractive to us for a number of reasons: It of-
fers a compelling business case that is built on market leader-
ship, an attractive risk-reward profile and the principle of self-
funding. In addition, it benefits from a comprehensive range of
products that are simple and easy to understand and provide
substantial cross-selling potential. We take advantage of these
factors in all core markets and make the best use of our result-
ing position of strength by pursuing a hybrid business model.
In addition to the expansion of digital sales channels, the
branch network remains an important component of the busi-
ness strategy. Only a retail bank that offers modern digital ser-
vices and operates an extensive distribution network is able to
offer tailor-made solutions and fund loans in local currency (e.g.
housing financing) mainly from deposits made in the same cur-
rency. Therefore, our retail banking model supports sustainable
and deposit-funded growth even in economically more chal-
lenging times. Another positive factor is the diversification of
the retail business across countries that are at differing stages
of economic development, such as Austria, the Czech Republic,
Romania, Slovakia, Hungary, Croatia and Serbia.

CORPORATE BUSINESS

The second main business line, which also contributes signifi-
cantly to our earnings, is business with small and medium-
sized enterprises, regional and multinational groups and real
estate companies. Our goal is to enhance relationships with our
clients beyond pure lending business. Specifically, our goal is
for SMEs and large corporate customers to choose Erste Group
as their principal bank and also route their payment transfers
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through our banking entities and, in fact, regard Erste Group
as their first point of contact for any kind of banking service.

Catering to their different requirements, we serve small and
medium-sized enterprises locally in branches or separate com-
mercial centres, while multinational groups are serviced by the
Group Corporates units. This approach permits us to combine
industry-specific and product expertise with an understanding
of regional needs and the experience of our local customer re-
lationship managers. In view of regulatory interventions, ad-
vising and supporting corporate customers in capital market
transactions is becoming increasingly important.

CAPITAL MARKETS BUSINESS

Client-driven capital markets activities are also part of the com-
prehensive portfolio of products and services that we offer to our
retail and corporate customers. The strategic significance of our
centrally governed and locally rooted capital markets operations
consists in supporting all other business areas in their dealings
with the capital markets and, hence, in providing our customers
with professional access to the financial markets. We, therefore,
view our capital markets business as a link between financial
markets and our customers. As a key capital markets player in
the region, we also perform important functions such as market
making, capital market research and product structuring.

Capital markets business serves the needs of our retail and cor-
porate customers as well as those of government entities and fi-
nancial institutions. Due to our strong network in the eastern
part of the European Union, we have a thorough understanding
of local markets and customer needs. In our capital markets
business, too, we concentrate on core markets of retail, SME and
large corporate business: Austria, the Czech Republic, Slovakia,
Romania, Hungary, Croatia and Serbia. For institutional cus-
tomers, specialised teams have been established in Germany
and Poland as well as in Hong Kong and New York that offer
these customers a tailor-made range of products.

In many countries where we operate, the local capital markets
are not yet as highly developed as in Western Europe or the
United States of America. That means our banking subsidiaries
are pioneers in some of these markets. Therefore, building
more efficient capital markets in the region is another strategic
objective of our capital markets activities.

PUBLIC SECTOR BUSINESS

Solid deposit business is one of the key pillars of our business
model. Customer deposits surpass lending volume in most of our
geographic markets. Our banking entities make a significant part
of this liquidity available as financing to the region’s public sector
entities. In this way, we facilitate essential public sector invest-
ment. Our public sector customers are primarily municipalities,
regional entities and sovereigns that we additionally support and



advise in capital market issuance, infrastructure financing and
project financing. Furthermore, we cooperate with suprana-
tional institutions. In terms of sovereign bond investments, we
focus on Central and Eastern Europe equally.

Adequate transport and energy infrastructure and municipal
services are absolutely key prerequisites for sustainable eco-
nomic growth in the long term. Therefore, we view infrastruc-
ture finance and all associated financial services to be of ex-
treme importance.

INTERBANK BUSINESS

Interbank business is an integral part of our business model
that performs the strategic function of ensuring that the liquid-
ity needs of our customer business are met. In particular, this
involves short-term borrowing and lending of liquid funds in
the interbank market.

CORE MARKETS IN THE EASTERN PART
OF THE EUROPEAN UNION

When Erste Group went public as an Austrian savings bank
with no meaningful foreign presence in 1997, it defined its tar-
get region as consisting of Austria and the part of Central and
Eastern Europe that had realistic prospects of joining the Eu-
ropean Union. The aim was to benefit from the attractive
growth prospects in these countries. Against the backdrop of
emerging European integration and limited potential for
growth in Austria, Erste Group acquired savings banks and fi-
nancial institutions in countries adjacent to Austria from the
late 1990s onwards. This part of Europe offered, and still offers,
the best structural, and therefore long-term, growth prospects.

Today, we have an extensive presence in the following core
markets: Austria, the Czech Republic, Slovakia, Romania,
Hungary and Croatia — all of which are members of the Euro-
pean Union. Following significant investments in our subsidi-
aries, we hold considerable market positions in these countries.
In Serbia, which has been granted European Union candidate
status, we maintain a minor market presence, but one that may
be expanded through acquisitions or organic growth as the
country makes progress towards European Union integration.
In addition to our core markets, we also hold direct and indirect
majority and minority banking participations in Slovenia,
Montenegro, Bosnia and Herzegovina and North Macedonia.

LONG-TERM GROWTH TRENDS IN
CENTRAL AND EASTERN EUROPE

The economic catch-up process across the countries of Central
and Eastern Europe and the underlying convergence trend con-
tinue. This is due, on the one hand, to the fact that the region
has to make up for almost half a century of the shortfalls of the
socialistic planned economy and, on the other hand, to the fact
that banking activities were largely non-existent during that
time. With the exception of deposit-taking, modern banking
services were largely unknown in these countries after the fall
of communism. On the lending side, this was due to high nom-
inal and real interest rates and also to disposable incomes that
did not support household credit growth. In addition, a healthy
competitive environment was lacking due to extensive state
ownership. All this has changed.

Most formerly state-owned banks have been sold to strategic
investors that have fostered product innovation and competi-
tion. Economic growth, which temporarily declined substan-
tially in some countries in CEE following the economic and fi-
nancial crisis, recovered again. Despite such economic slow-
downs and potential temporary negative impacts on the bank-
ing markets in Central and Eastern Europe, these factors will
remain the driving force behind future development. Disposa-
ble income has risen strongly on the back of growing gross do-
mestic product. In addition, most countries of Central and
Eastern Europe have human resources that are at least equiva-
lent to those of Western European countries but do not need to
struggle with the unaffordable costs of the Western welfare
states in the long term and have labour markets that are con-
siderably more flexible. These advantages are complemented
by — on average — highly competitive export industries that ben-
efit from wage costs that are low relative to workforce produc-
tivity and from investor-friendly tax and welfare systems.

Customer loans/capita in CEE (2024) in EUR thousand
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A comparison of per capita private debt levels in Central and
Eastern Europe with those of advanced economies reveals that
even today, an enormous gap exists between these markets.
Countries such as the Czech Republic and Slovakia, but also
Croatia and Hungary, are many years away from reaching Aus-
trian or Western European levels of loans per capita; also in rel-
ative terms, these countries differ substantially regarding debt
levels common in the West. The contrast to Serbia or Romania
is even more pronounced — private debt levels, particularly
household debt, are substantially lower than in the advanced
economies. We firmly believe that credit expansion accompa-
nied by economic growth in this region will prove to be a lasting
trend rather than a short-term process that has already peaked.

Over the coming 15 to 20 years, on average, the countries of the
eastern part of the European Union are therefore expected to
experience higher growth rates than the countries of Western
Europe, even though periods of expansion may alternate with
times of economic stagnation or even setbacks on this long-
term path of sustainable growth.

BUILDING ON A STRONG BRAND

Just over 200 years ago, our founding fathers wrote: “No age,
gender, social class, or nationality shall be excluded from the
benefits that a savings bank offers every depositor.” With this
founding principle —which was revolutionary at the time — Erste
oesterreichische Spar-Casse contributed substantially to the dis-
semination of prosperity for all segments of the population
across our region.

Erste Group was founded to give everyone access to financial
services and has developed into an institution that has an im-
pact on the prosperity and, therefore, the future of a region. To-
day, we are one of the largest banking groups and employers in
Central and Eastern Europe. The trust that we and our local
banks have enjoyed stems from the fact that we have truly been
putting the founding principle into practice.

A brand is a consistent promise. It is more than a logo — it is
about the perception that people have when they think about or
hear of an organisation, its products and its services. Brands
have an important identification and differentiation function,
which in turn determines whether a customer chooses one
brand over another. Ultimately, companies with strong brands
benefit from emotional relationships with their customers. Only
a few businesses were founded with the aspiration of achieving
more than just making profit. We are one of these and have been
benefitting from a high degree of brand awareness and trust-
worthiness.

Over the last years, we have transformed our brand communi-

cation from being category- and product-driven to having a pur-
pose-driven approach. To this end, we have established a
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Statement of Purpose as the main group-wide pillar of our
brand communication: “Our region needs people who believe
in themselves and a bank that believes in them.”

More than 200 years ago, a success story started that continues
until the present day. The savings banks were founded on this
basis of personal trust and the belief in ideas, plans for the fu-
ture and people’s capabilities and potential. Whether itis in an
individual’s personal life, in a business start-up or a long-estab-
lished enterprise, in business or in society at large — trust and
confidence in the future, believing in oneself and others, the
belief in ideas and entrepreneurship are the key prerequisites
for personal growth and social well-being.

Therefore, it is not products and services that mark the begin-
ning of the relationship between us and our customers but
ideas, goals, needs, dreams and plans. It all starts with people
who believe in their ability to attain prosperity and shape the
future. The future is created by people who believe in them-
selves and their ideas — their visions of the future.

“Our region needs people who believe in themselves. And a
bank that believes in them” is the key sentence that stands for
the approach to which we have been firmly committed for more
than 200 years. #believeinyourself is more than a lead narrative.
It encourages people to pursue their aspirations, to create
something, and embodies our promise to assist them along the
way to financial health.

INNOVATION AND DIGITALISATION

Digitalisation and innovative technologies have fundamen-
tally transformed the banking sector, with change unfolding at
an ever faster pace. Digital technologies are reshaping not only
IT infrastructure and internal processes but also consumers’
expectations. At the same time, banks are confronted with
new regulatory requirements. Topics such as cyber security
and the protection of personal data are of extreme importance
to Erste Group.

We are convinced that the digital banking experience will con-
tinue to gain in importance and will be essential for sustainable
economic success in the long term. We are therefore committed
to digital innovation with the goal of making financial literacy
and suitable financial products accessible to all of our custom-
ers while offering ways to sustainably strengthen their personal
financial health.

Our hybrid business model integrates various sales and com-
munication channels. Customers decide on how, when and
where they do their banking business. Contact centers serve as
interfaces between digital banking and traditional branch busi-
ness. By providing advice and making sales, their activities go
far beyond that of a traditional help desk function.



At the centre of our digital strategy is the digital platform George,
which has been rolled out gradually in Erste Group’s core mar-
kets since 2015. It is designed to provide customers with user-
friendly and easy access to personalised products of Erste Group,
i.e. products that are tailored to meet their specific needs. Appli-
cation programming interfaces (APIs) support a wide range of
co-operation arrangements with fintechs, start-ups and even
across industries and can, therefore, help to open up new mar-
kets and attract new customers. George is available to retail cus-
tomers in Austria, the Czech Republic, Slovakia, Romania, Cro-
atia and Hungary. It will be rolled out in Serbia in 2026. At pre-
sent, George is being actively used by more than ten million cus-
tomers. The portfolio of digitally available products and services
is being constantly expanded. Customers can activate applica-
tions via plug-ins and use them to manage their finances.

George Business was developed to provide modern digital
banking to our corporate customers as well. It was imple-
mented in Austria in 2022 and in Romania in 2023. In the
Czech Republic, the roll-out will be completed in 2025. Our aim
is to offer all customer segments across the group an outstand-
ing digital user experience on a single platform.

Intra-group, interdisciplinary teams are developing innovative
solutions and new, Al-supported interaction options in George.
These currently include an updated ecosystem for securities
trading as well as George Junior, a digital offering for children
and their parents designed as a financial solution that is attrac-
tive for the entire family. George Junior already forms part of
our digital product portfolio in Romania, the Czech Republic
and Slovakia. With George Open, we, for the first time, offer
non-customers an opportunity to get to know our digital prod-
ucts, services and the George user experience, which allows
them to become a customer whenever they wish.

Itis our unequivocal ambition to be the key contact for our cus-
tomers at any time. This means that we must also continue to
focus on the prerequisites in order to meet this requirement.
Digital innovation and artificial intelligence, as well as deep
customer data analysis, are the keys to success. Our holistic ap-
proach combines two core elements:

_ We strive to provide everyone with access to financial exper-
tise and financial advice and, by deploying modern technol-
ogies such as artificial intelligence and data-based models,
offer our customers recommendations that are tailored to
their specific needs at any time (buzzword: digital advisory).

_ Digitalisation of all relevant banking processes is a factor that
is essential to our success. Interactions relating to customers
are being transformed, from customer onboarding to the op-
timisation of internal administrative processes with a focus
on agile and efficient end-to-end solutions. We want to pro-
vide our customers with even faster and more intuitive access
to our services. At the same time, employees should gain time
for providing our customers with high-quality advice.

FOCUS ON SUSTAINABILITY AND
PROFITABILITY

Acting responsibly and earning a premium on the cost of capi-
tal is a key prerequisite for the long-term survival of any com-
pany and the creation of value for customers, investors and em-
ployees. Only a bank that operates in a sustainable manner —
balancing the social, ecological and economic consequences of
its business activities —and profitably can achieve the following:
provide customers with products and services that support
them in achieving their financial ambitions; deliver the foun-
dation for share price appreciation as well as dividend and cou-
pon payments to investors; create a stable and rewarding work
environment for employees and be a reliable contributor of tax
revenues to society at large.

The management board adopted a Statement of Purpose to re-
affirm and state in more detail the purpose of Erste Group to
promote and secure prosperity across the region. Building on
this Statement of Purpose, a Code of Conduct defines binding
rules of day-to-day business for employees and members of
both the management and supervisory boards. At the same
time, the Code of Conduct underlines that in pursuing our
business activities, we value responsibility, respect and sustain-
ability. The Code of Conduct is an important tool for preserving
the reputation of Erste Group and strengthening stakeholder
confidence. Sustainability in this context means operating our
core business both in a socially and environmentally responsi-
ble manner and economically successfully.

Through a combination of stable revenues, low loan loss provi-
sions and cost efficiency, profits can be achieved on a long-term
basis. This is helped by a strong retail-based funding profile.
When growth opportunities are elusive, as they will be from
time to time, or the market environment is less favourable as a
result of factors including high taxation, increased regulation
or low interest rates, there will be a stronger focus on efficiency
measures. When the operating environment improves, more
time will be devoted to capturing growth in a responsible way.
Irrespective of the environment, we should benefit materially
from operating in the region of Europe that offers the best
structural growth opportunities for some time to come.

Our ESG Strategy

Since Erste Group was founded, the idea of sustainability has
been an integral part of our business activities. Today, the green
transition and social inclusion are the pillars of our ESG strategy.

For us, the green transition means providing financial re-
sources to limit climate change and global warming. Our goal
is to bring the carbon footprint of our portfolio to a net-zero
status by 2050. We specify our efforts and, thus, their
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implementation with specific, science-based goals for each de-
fined sector. The net-zero status of banking operations should
be achieved by 2030.

For us, social inclusion means more than providing financial ser-
vices; it also includes financial literacy, social banking, affordable
housing and gender equality. We are convinced that a good socio-
economic environment forms the basis for solid banking busi-
ness and has a positive impact on our economic development.

The strategic pillars of the green transition and social inclusion
are supported by best-in-class governance. Our ESG strategy is
anchored in the governing bodies, the Management Board and
the Supervisory Board. This ensures that our ESG strategy is
established at all levels of the Group and comprehensively in-
tegrated into the business processes.

STRATEGIC OBJECTIVES

Our comprehensive and forward-looking strategy aims to se-
cure our position as a leading financial institution in the east-
ern part of the EU while addressing the challenges of rapidly
changing market dynamics. It addresses significant global de-
velopments, including economic shifts, demographic changes,
technological advancements, geopolitical fragmentation, and
climate change, to ensure sustainable growth and resilience
even in the event of a different future.

As part of our strategy, we focus on five overarching objectives,
designed to drive sustainable growth, improve customer expe-
rience and strengthen operational excellence. These objectives
emphasise the need for transformation, innovation, and effi-
ciency while integrating principles of sustainability to ensure
the bank remains competitive and relevant in a rapidly chang-
ing financial landscape.

Strengthening a distinctive brand
identity

At the heart of Erste Group's strategic goals is the creation of a
unique and highly recognisable brand identity that resonates
across its markets. We seek to differentiate ourselves from com-
petitors in a financial sector that is increasingly becoming com-
moditised. This involves positioning Erste Group as more than
just a bank, focusing instead on being a trusted partner that un-
derstands and meets the needs of its customers at every stage
of their financial journey.

To achieve this, we are committed to developing innovative and
tailored products and services that cater to the specific de-
mands of regional markets and address the needs and interests
of our customers at an individual level. This customer-first
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approach is not only designed to foster loyalty but also to build
long-term relationships by providing value that extends beyond
conventional banking. Our strong branding initiatives will also
reinforce our reputation as a forward-thinking and customer-
focused financial institution.

Providing access to financial expertise
and financial advice to everyone

We proactively empower every customer to improve their fi-
nancial health. Modern technologies, particularly artificial in-
telligence (Al), are at the core of our strategic objective to pro-
vide everyone with access to financial advice. The application
of Al and data-driven solutions enables us to make high-qual-
ity financial expertise accessible to a much broader customer
base. This is a significant shift from traditional banking models,
where personalised financial advice was often limited to high-
income clients.

Our use of technology enables customised insights and recom-
mendations tailored to individual financial needs. Whether
customers are seeking advice on investments, savings or retire-
ment planning, this approach ensures they receive relevant in-
formation and product offers in an easy-to-understand format
to improve their financial health. Importantly, these technolog-
ical advancements will complement but not replace human in-
teraction, ensuring that customers can still access personal
support when needed.

Through these efforts, we aim to bridge the gap between tech-
nology and personal service, creating a seamless, hybrid advi-
sory model. We are convinced that this will enhance customer
experience. We are committed to integrate sustainability and
ESG principles and to improve financial literacy across our
markets as a means of fostering informed decision-making on
the part of our clients.

Driving efficiency through digitisation

A critical element of our transformation is our commitment to
comprehensive digitisation. We plan to digitise all key pro-
cesses across our operations, from customer-facing interactions
to internal workflows, creating a more efficient and agile or-
ganisation. This focus on end-to-end digital solutions will not
only enhance the speed and convenience of banking for cus-
tomers but also deliver significant cost savings and reduce op-
erational risk through less manual processes and improved op-
erational efficiency.

Digitisation efforts range from streamlining customer journeys,
enabling seamless interactions through platforms such as our
flagship digital banking platform, George, to digitising internal



functions. This ensures that customers can manage their bank-
ing needs independently while enjoying a premium, user-
friendly digital experience. By making banking faster, more in-
tuitive, and more accessible, we can free up resources. Our em-
ployees can dedicate more time to high-value activities and in-
teraction with customers.

Innovative financial health propositions

We are committed to developing innovative financial products
and services that address the evolving needs of our customers.
This includes broadening our product offering in areas such as
wealth management, insurance and retirement plans designed
to improve customers’ financial health and resilience. By align-
ing our product portfolio with the priorities of our customers,
we ensure that we remain relevant in an increasingly competi-
tive market.

We assist our corporate customers with ESG topics by facilitat-
ing their green transition. To align the retail business with the
ESG strategy, we will offer products and services that promote
decarbonisation, aiming to enhance both financial health and
environmental sustainability. These products are aimed at not

only providing financial security but also empowering custom-
ers to achieve their long-term goals.

By delivering value-driven and innovative solutions, we posi-
tion ourselves as a partner that genuinely cares about the pros-
perity of our clients.

Expanding trough organic and inorganic
growth

Recognising the growth potential within the CEE region, we
are actively pursuing opportunities for both organic expansion
and strategic acquisitions. By strengthening our presence in ex-
isting markets and entering new ones, we aim to consolidate
our position as a leading player in the region. Strategic mergers
and acquisitions will allow us to scale our operations, tap into
new customer bases, and achieve greater synergies across our
network.

Our growth ambitions are supported by our robust financial

foundation, which provides the necessary resources to seize op-
portunities as they arise.
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Business overview

PERFORMANCE ANALYSIS

P&L 2024 compared with 2023; balance sheet as of 31 December 2024 compared with 31 December 2023

Profit and loss statement

in EUR million 2023 2024 Change
Net interest income 7228 7 528 4 2%
Net fee and commission income 2 640 2938 11 3%
Net trading result and gains/losses from financial instruments at FVPL 449 437 -25%
Operating income 10 552 11178 59%
Operating expenses -5 020 -5 279 52%
Operating result 5532 5900 6 6%
Impairment result from financial instruments -128 -397 >100 0%
Other operating result -468 -414 -11 5%

Levies on banking activities -183 -245 33 3%
Pre-tax result from continuing operations 4795 4 997 4 2%
Taxes on income -874 -1053 20 4%
Net result for the period 3921 3945 0 6%

Net result attributable to non-controlling interests 923 819 -11 2%

Net result attributable to owners of the parent 2998 3125 4 3%

Net interestincome

Net interest income rose in the CEE core markets, most notably
in the Czech Republic, Romania and Hungary. This was mainly
due to higher loan volumes and higher interest income from
debt securities. These effects were partly compensated by lower
interest income from cash balances at central banks and higher
interest expenses on debt securities in issue.

Net interest margin in %
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The net interest margin (calculated as the annualised sum of
net interest income, dividend income and net result from equity
method investments over average interest-bearing assets) re-
mained nearly stable at 2.46% (2.50%).
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Net fee and commission income

Growth was achieved across all core markets and nearly all in-
come categories. Significant rises were recorded in payment ser-
vices, driven by a larger number of transactions and repricing,
as well as in asset management. The development of insurance
brokerage was likewise positive.

Net fee and commission income, structure and trend
in EUR million
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Net trading result & gains/losses from
financial instruments measured at fair
value through profit or loss

Net trading result, as well as the line item gains/losses from fi-
nancial instruments measured at fair value through profit or
loss, are materially affected by the fair value measurement of
debt securities issued. The related valuation is shown in the fair
value result, the valuation of corresponding hedges in the net
trading result.

General administrative expenses

Net trading result deteriorated to EUR 519 million (EUR 754
million) due to valuation effects resulting from interest rate de-
velopments in the securities and derivatives business.
Gains/losses from financial instruments measured at fair value
through profit or loss trended in the opposite direction and im-
proved to EUR -82 million (EUR -306 million), primarily due to
a decline in losses from the valuation of debt securities in issue
at fair value.

in EUR million 2023 2024 Change
Personnel expenses 2991 3202 7 1%
Other administrative expenses 1468 1529 4 1%
Depreciation and amortisation 560 547 -22%
General administrative expenses 5020 5279 52%

Personnel expenses were up in nearly all core markets — most
significantly in Austria — driven mostly by collective salary
agreements. The rise in other administrative expenses was pri-
marily attributable to higher IT, marketing and consulting ex-
penses. Contributions to deposit insurance schemes declined to
EUR 72 million (EUR 114 million). In Austria, contributions
fell to EUR 33 million (EUR 68 million), in the Czech Republic
to EUR 16 million (EUR 20 million).

General administrative expenses,
structure and trend, in EUR million
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The cost/income ratio improved to 47.2% (47.6%).

Operating income and operating expenses
in EUR million

15,000 —

10,000

5,020

4,220 4,307 4,575
5,000—

2020 2021 2022 2023 2024

[ General administrative expenses [l Operating income

11,178

5,279

Gains/losses from derecognition of
financial instruments not measured at
fair value through profit or loss

Losses from this position amounted to EUR 91 million

(EUR 141 million). This includes most notably negative results
from the sale of securities in the Czech Republic and in Austria.
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Impairment result from financial
instruments

The impairment result from financial instruments amounted
to EUR -397 Mio (EUR -128 million). Net allocations to provi-
sions for loans and advances increased — most notably in Aus-
tria—to EUR 394 million (EUR 264 million). Positive contribu-
tions came from income from the recovery of loans already
written off, primarily in Austria, in the amount of EUR 72 mil-
lion (EUR 80 million). Allocations to provisions for loan com-
mitments and financial guarantees amounted to EUR 54 mil-
lion (net releases of EUR 70 million).

Other operating result

Other operating result is significantly affected by contribu-
tions to resolution funds and taxes and levies on banking ac-
tivities. Contributions to resolution funds declined in all mar-
kets to EUR 28 million (EUR 113 million). The sharp decline
is mainly due to the discontinuation of annual regular contri-
butions from credit institutions in the euro zone in 2024.
Taxes and levies on banking activities included in this line
item rose to EUR 245 million (EUR 183 million). Thereof,
EUR 40 million (EUR 46 million) were payable by Austrian
entities. In Hungary, banking levies rose to a total of EUR 168
million (EUR 137 million): in addition to the regular Hungar-
ian banking tax of EUR 22 million (EUR 17 million), a wind-
fall tax based on the previous year’s net revenues was posted
in the amount of EUR 52 million (EUR 48 million). The finan-
cial transaction tax amounted to EUR 91 million (EUR 71 mil-
lion). In Romania, the newly introduced banking tax
amounted to EUR 37 million. The Austrian entities posted al-
locations of EUR 102 million to a provision relating to the in-
terbank exemption pursuant to Art 6 sec 1 subsec 28 (2nd sen-
tence) Austrian VAT Act. This exemption might be classified
by the European Court of Justice or the EU Commission as
incompatible with EU law and may have to be refunded. The
balance of allocations/releases of other provisions amounted
to EUR 23 million (EUR -23 million).
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Net result

Taxes on income amounted to EUR 1,053 million (EUR 874
million). The decline in the minority charge to EUR 819 million
(EUR 923 million) was attributable to lower profitability at the
savings banks. The net result attributable to owners of the par-
ent rose to EUR 3,125 million (EUR 2,998 million) on the back
of the strong operating result.

Operating result and net profit/loss for the year
attributable to owners of the parent
in EUR million

7,000 —

5,900

6,000 —

5,000 —

4,000 —

3,000 —
2,165
1,923

2,000 —

1,000 —

0
2020 2021 2022 2023 2024

B Operating result Net profit for the year attributable

to the owners of the parent

Key profitability ratios in %

60 — 990

55 —

50 — 5.1

45 0
2020 2021 2022 2023 2024

Cost/income ratio I Return on tangible equity (ROTE)




Balance sheet

in EUR million Dec 23 Dec 24 Change
Assets

Cash and cash balances 36 685 25129 -31 5%
Trading financial assets 63 690 75781 19 0%
Loans and advances to banks 21432 26 972 25 8%
Loans and advances to customers 207 828 218 067 4 9%
Intangible assets 1313 1382 52%
Miscellaneous assets 6 206 6 405 32%
Total assets 337 155 353 736 4 9%
Liabilities and equity

Financial liabilities held for trading 2304 1821 -20 9%
Deposits from banks 22911 21261 -7 2%
Deposits from customers 232815 241 651 38%
Debt securities issued 43 759 51 889 18 6%
Miscellaneous liabilities 6 864 6 346 -7 5%
Total equity 28 502 30 767 7 9%
Total liabilities and equity 337 155 353 736 4 9%

The decline in cash and cash balances to EUR 25.1 billion
(EUR 36.7 billion) was primarily due to a decrease in cash bal-
ances at central banks. Trading and investment securities held
in various categories of financial assets, primarily debt securi-
ties of governments, increased to EUR 75.8 billion (EUR 63.7
billion).

Loans and advances to credit institutions (net), including de-
mand deposits other than overnight deposits, increased — pri-
marily due to repo business volumes in the Czech Republic —to
EUR 27.0 billion (EUR 21.4 billion). Loans and advances to cus-
tomers (net) increased to EUR 218.1 billion (EUR 207.8 billion),
most notably in Austria, the Czech Republic and Romania.
Growth was recorded in both retail and corporate business.

Loans and advances to customers, structure and
trend, in EUR million
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Loan loss allowances for loans to customers were unchanged at
EUR 4.1 billion (EUR 4.1 billion). The NPL ratio — non-per-
forming loans as a percentage of gross customer loans —

deteriorated slightly to 2.6% (2.3%), and the NPL coverage ratio
(based on gross customer loans) slipped to 72.5% (85.1%).

Financial liabilities — held for trading amounted to EUR 1.8 bil-
lion (EUR 2.3 billion). Deposits from banks declined to
EUR 21.3 billion (EUR 22.9 billion); deposits from customers
increased to EUR 241.7 billion (EUR 232.8 billion) due to
growth in term and savings deposits of retail and corporate cus-
tomers. The loan-to-deposit ratio stood at 90.2% (89.3%). Debt
securities in issue rose to EUR 51.9 billion (EUR 43.8 billion) on
increased issuance activity.

Balance sheet structure/liabilities and total equity
in EUR million
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Total assets rose to EUR 353.7 billion (EUR 337.2 billion). Total
equity increased to EUR 30.8 billion (EUR 28.5 billion). This in-
cludes AT1 instruments in the amount of EUR 2.7 billion.
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After regulatory deductions and filtering according to the Cap-
ital Requirements Regulation (CRR) common equity tier 1 cap-
ital (CET1, CRR final) rose to EUR 24.0 billion (EUR 22.9 bil-
lion) as were total own funds (CRR final) to EUR 30.9 billion
(EUR 29.1 billion). Total risk — risk-weighted assets including
credit, market and operational risk (CRR final) — increased to
EUR 159.1 billion (EUR 146.5 billion).

Total capital ratio and common equity tier 1 capital ratio
in %
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The total capital ratio, total eligible qualifying capital in relation
to total risk (CRR final), stood at 19.5% (19.9%), well above the
legal minimum requirement. The tier 1 ratio was 16.8% (17.3%),
the common equity tier 1 ratio 15.1% (15.7%) (both ratios CRR
final).

OUTLOOK

Erste Group’s goal for 2025 is to achieve a return on tangible
equity (ROTE) of about 15%. This ambition is built on the fol-
lowing key assumptions: Firstly, the macroeconomic environ-
ment, primarily as measured by real GDP growth, in Erste
Group’s seven core markets (Austria, Czech Republic, Slovakia,
Romania, Hungary, Croatia and Serbia) remains robust and on
average, improves moderately versus 2024. Consequently, Erste
Group expects robust loan growth of about 5% in 2025, sup-
ported by growth in the retail as well as the corporate business.
Secondly, operating performance as defined by operating result
to stay broadly stable versus 2024, as net interest income is
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projected to remain flat year-on-year, fee and commission in-
come continues to grow by about 5%, net trading and fair result
produces a similar revenue contribution as in 2024, and operat-
ing expenses grow on the order of 5%. Consequently, the
cost/income ratio is expected to be below 50%. Thirdly, risk
costs increase only slightly to about 25 basis points of average
customer loans from levels seen in 2024, as the asset quality en-
vironment remains strong across Central and Eastern Europe
while only deteriorating moderately in Austria. In addition, reg-
ulatory costs, comprising deposit insurance and resolution fund
contributions, banking levies such as banking and financial
transaction taxes, as well as sector-specific extra profit taxes,
and the cost of supervision, in aggregate, are expected to in-
crease due to an announced increased banking tax in Austria.

While a forecast for the other operating result, which is primar-
ily impacted by regulatory costs excluding deposit insurance
contributions as well as extra profit tax in Slovakia, and various
categories of gains and losses from financial instruments not
measured at fair value is challenging, this combined item is
likely to stay flat versus 2024 in the absence of significant one-
off effects. Assuming an effective group tax rate of about 21%
and lower minority charges compared to 2024, all of the above
should result in a return on tangible equity of about 15% in 2025.

In line with the projected strong profit performance, the CET1
ratio is expected to increase in 2025, providing enhanced capital
return and/or M&A flexibility. The adjusted net profit of 2024
(net profit after deduction of AT1-dividends) allows Erste Group
to target a regular dividend equalling 41.2% of adjusted net profit
as well as the execution of a third share buyback in the amount
of 23.7% of adjusted net profit, subject to regulatory approval.

Potential risks to the guidance include (geo)political and eco-
nomic (including monetary and fiscal policy impacts) develop-
ments, regulatory measures as well as changes to the competi-
tive environment. International (military) conflicts, such as the
war in Ukraine and in the Middle East, do not impact Erste
Group directly, as it has no operating presence in the regions
involved. Indirect effects, such as financial markets volatility,
sanctions-related knock-on effects, supply chain disruptions or
the emergence of deposit insurance or resolution cases cannot
be ruled out, though. Erste Group is moreover exposed to non-
financial and legal risks that may materialise regardless of the
economic environment. Worse-than-expected economic devel-
opment may put goodwill at risk.



Development in the core markets

This chapter provides an overview of the developments in our
seven core markets (by segments). In addition to economic re-
views, we provide updates on the banking markets. Interviews
with the CEOs of our local banks and board members of the
Holding provide further insights into the respective business
environment.

The descriptions of the core markets are supplemented by
financial and credit reviews. For more details, please see Note
1 Segment Reporting. Additional information is available in
Excel format at https://www.erstegroup.com/en/investors/
reports/financial-reports.

Operating income consists of net interest income, net fee and
commission income, net trading result, gains/losses from finan-
cial instruments measured at fair value through profit or loss,
dividend income, net result from equity method investments
and rental income from investment properties & other operating
leases. The latter three listed items are not shown in the tables
below. Net trading result and gains/losses from financial instru-
ments measured at fair value through profit or loss are summa-
rised under one position. Operating expenses correspond to the
position general administrative expenses. Operating result is the
net amount of operating income and operating expenses. Risk
provisions for loans and receivables are included in the position
impairment result from financial instruments. Other result
summarises the positions other operating result and gains/losses
from financial instruments not measured at fair value through
profit or loss, net. The cost/income ratio is calculated as operat-
ing expenses in relation to operating income. The return on al-
located capital is defined as the net result after tax/before minor-
ities in relation to the average allocated capital.

Austria

Economic review

Austria’s well-diversified, open and developed economy per-
formed weaker than expected in 2024. After the recessionary
environment in 2023 Austria’s economy continued to decline
moderately. With the exception of public consumption, all com-
ponents of GDP shrank moderately in 2024. Despite increasing
real wages, private consumption remained subdued. High in-
terest rates and still elevated energy costs continued to weigh
on investments, especially in the construction and industry sec-
tors. Industry was additionally negatively impacted by weak ex-
port demand, especially from Germany. On the positive side,
the service sector continued to prove its resilience to the reces-
sionary environment. Tourism boomed with the summer sea-
son’s overnight stays at a record level. The agricultural sector,
although not a major contributor to GDP, also performed well.
Austria’s labour market remained strong with an unemploy-
ment rate of 5.2%. Overall, the Austrian economy shrank by 0.7%
in 2024, while GDP per capita amounted to EUR 53,600.

Austria’s general government deficit increased from 2.7% of
GDP to 3.9%. The rising deficit was mainly due to higher ex-
penses for public salaries, pensions and social benefits such as
childcare and health. Increased family allowances and tax ben-
efits also weighed on the deficit. Unemployment benefit pay-
ments, on the other hand, remained relatively moderate due to
the strong labour market. Public debt as a percentage of GDP
increased slightly to 79.7%.

In 2024, inflation decreased further. Average inflation
amounted to 2.9%, still above the EU average of 2.4%. Service
prices, especially in the hospitality industry, remained the main
driver of inflation. Energy prices, on the other hand, declined
sharply, although from very high levels of the previous year.
Core inflation, excluding food and energy prices, moderated to
3.9%. Austria’s monetary policy is set by the ECB, which cut the
key policy rate of the monetary union from 4.00% to 3.00% in
four steps during the year.

All three major rating agencies affirmed Austria’s high credit
ratings in 2024. Fitch maintained Austria’s long-term credit rat-
ing of AA+ with a stable outlook. In January 2025, though,
Fitch revised its outlook to negative citing more complicated
decision-making and higher fiscal risk due to political uncer-
tainty. Standard & Poor’s kept its long-term credit rating of AA+
but improved its outlook from stable to positive. Moody’s left its
credit rating unchanged at Aal with a stable outlook.
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Key economic indicators — Austria

2021 2022 2023 2024e

Population (average million) 90 91 91 92
GDP (nominal EUR billion) 406 2 448 0 4732 486 0
GDP/capita (in EUR thousand) 453 49 4 520 53 6
Real GDP growth 42 48 -10 -07
Private consumption growth 42 57 00 01
Exports (share of GDP) 434 470 477 46 1
Imports (share of GDP) 475 501 48 7 47 3
Unemployment (Eurostat definition) 62 48 51 52
Consumer price inflation (average) 28 86 77 29
Short term interest rate (3 months average) -06 04 36 34
Current account balance (share of GDP) 16 -03 27 28
General government balance (share of GDP) -58 -35 27 -39

Source: Erste Group
Market review

The Austrian banking sector is highly competitive and devel-
oped. With total (domestic) assets of 143.8% of GDP, this metric
is significantly higher than in Central and Eastern Europe. In
2024, the sector further strengthened its capitalisation levels
and maintained a very solid funding base. Owing to the macro-
economic developments, Austria’s banking market achieved
only moderate lending and deposit volume growth. On the as-
set side, elevated interest rates, in particular in the first half of
the year, and a relatively weak sentiment resulted in customer
loan growth of only 0.7%. Despite the introduction of stamp
duty exemption up to a property purchase amount of EUR
500,000, retail mortgage loan volume shrank by 0.9%. The share
of lending at variable interest rates continued to decline. Cor-
porate loans grew by 1.6% mainly driven by financing needs for
inventories and working capital. Despite higher cost of living,
customer deposits increased by 4.2%. Overall, the banking sys-
tem’s loan-to-deposit ratio decreased to 93.9% by year-end.

Financial intermediation — Austria (in % of GDP)
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Source: National Bank of Austria, Erste Group

Stress test results, published annually by the Austrian National
Bank, again confirmed the domestic banking sector’s adequate
risk-bearing capacity. Funding and liquidity profiles remained
strong. The Austrian banking sector’s liquidity ratios were high
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and comfortably above minimum requirements. Macro-pru-
dential measures for residential real estate financing remained
unchanged. These regulations, issued by the Austrian Finan-
cial Market Authority (FMA), include upper limits for loan-to-
value ratios (90%), debt-service-to-income ratios (40%) and a
maximum tenor of 35 years. These thresholds were applied to
new mortgage lending to households exceeding EUR 50,000
and visibly impacted new business volumes. The Financial Sta-
bility Board (FMSG) decided in December 2024 not to extend
these limits. They will remain in force until 1 July 2025. The
FMA recommended to set a sectoral systemic risk buffer of 1%
starting from mid-2025.

Market shares — Austria (in %)
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Source: National Bank of Austria, Erste Group

Despite declining profitability, the Austrian banking sector
posted one of its most profitable years in 2024. Operating in-
come increased. Net interest income, which accounts for two-
thirds of total income, benefitted from later than originally ex-
pected rate cuts by the ECB. Net fee and commission income
was driven by payment and securities-related fees. Operating
expenses rose on significant salary increases. Asset quality de-
teriorated slightly and the sector’s NPL ratio rose further. Risk
provisions increased. Austrian banks continued to pay banking
tax. Overall, the Austrian banking sector’s net profit declined
compared to the previous year.



Despite the large number of banks, the Austrian sector re-
mained highly concentrated, with the top three banking groups
accounting for more than half of total assets. Erste Bank Oes-
terreich and the savings banks succeeded in further increasing
their combined market shares to between 22% and 25% in both
retail and corporate business, benefitting from their balanced
business model. Erste Group’s market share in the domestic as-
set management business stood at 25.8%. George, Erste Group’s
digital platform, continued to be very popular. The platform’s
product range was again widened, and the number of custom-
ers using George grew by almost 200,000. At year-end, George
posted 2.7 million users, and the digital sales ratio stood at 43%.

ERSTE BANK OESTERREICH &
SUBSIDIARIES

Business review

Interview with Gerda Holzinger-Burgstaller,
CEO of Erste Bank Oesterreich

How did the competitive environment change?

In 2024, the market environment in Austria was again marked
by challenging macroeconomic developments. The Austrian
gross domestic product declined once again slightly while the
number of business insolvencies was up substantially. The Eu-
ropean Central Bank cut its policy rates in several steps to sup-
port the recovery of the economy and encourage investment by
both private households and businesses. In Austria, this objec-
tive was not achieved fully: consumer spending remained sub-
dued and lending to private households declined in the first half
of 2024 while corporate lending was stagnating. The second half
of the year saw some improvement as the financing volume of
financing, in particular lending to businesses, rose slightly. Fall-
ing inflation coincided with a higher savings rate and, as a result,
an increase in deposits. Price competition remained intense
amid continued high banking density in Austria.

How did you manage to successfully differentiate your
business activities from those of your competitors?

Our efforts were concentrated on ensuring easy access to advi-
sory services, which we offer all our customers at a high level of
quality and by making use of innovative technologies. In 2024,
the nation-wide roll-out of the Financial Health Check, our per-
sonalised advisory tool, was again focused on the financial
health of our customers. Working together with our customers,
we develop solutions to shape their financial future. Having
launched George FIT, we now offer our customers a digital ser-
vice that shows them how to use their money more effectively.

We integrate insights from behavioural economics into our
range of products and services with the aim of further

enhancing customer satisfaction and reducing any obstacles to
the use of our services that may still exist.

Looking back at the year, what major achievements or
challenges were especially noteworthy?

We were particularly pleased to be named Best Bank and Best
Digital Bank in Austria in Euromoney’s 2024 Awards for Excel-
lence. Distinctions like these recognise our focus on customers,
our long-term strategy and, of course, the work done by our em-
ployees every day. With more than 120,000 newly acquired retail
customers in the Erste Bank Oesterreich & Subsidiaries segment,
we could again continue the growth-related success of previous
years. For the first time, the number of retail customers in our
portfolio reached an impressive level of 1.7 million. To be able
to provide our customers with the best possible advice and sup-
port going forward, we are committed to the ongoing expansion
and improvement of our products and services. In 2024, for ex-
ample, we launched the Smart Savings functionality, enabling
our retail customers to define and manage up to 10 savings goals
at the same time, as well as the new Business Credit Card for
corporate customers. A challenging event was clearly the cata-
strophic flooding in September 2024. To help those affected
quickly and without red tape, Erste Bank provided an instant
loan programme with a total volume of EUR 100 million.

How did the cooperation with the savings banks develop,
and what were the major achievements in this area?

In 2024, the savings banks were — as was Erste Bank Oester-
reich —able to steadily attract new customers. Their topic in the
spotlight was securities. In the autumn of 2024, Erste Bank and
the savings banks launched new securities accounts that are
specially tailored to customer needs. They offer customised so-
lutions for young people, heavy traders, online customers as
well as for all those who occasionally need advice on invest-
ments in securities at a branch office. In placing the focus on
securities, we have increased transparency and significantly
simplified the cost structure. The measures implemented are
designed to not only attract potential new customers but also to
provide an attractive offer to existing customers. Initial feed-
back has been very positive. In another step, options for access-
ing data and trading securities in George were substantially ex-
panded in the first quarter of 2025, which has taken the cus-
tomer experience to an entirely new level.

Another key activity was the intense training of branch em-
ployees in using FIT+, the steadily evolving advisory tool. In
2024, almost one thousand employees received such training.
With the support of this tool financial health advice was pro-
vided aiming at analysing and improving our customers’ finan-
cial situation. Market research confirms that after the comple-
tion of a Financial Health Check session, a higher level of cus-
tomer satisfaction was achieved, and customers were more
willing to recommend the bank than after routine sessions,
which is evidence of the positive impact of this approach.
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Financial review

in EUR million 2023 2024 Change
Net interest income 1200 1102 -81%
Net fee and commission income 505 549 8 7%
Net trading result and gains/losses from financial instruments at FVPL 8 30 >100 0%
Operating income 1778 1762 -0 9%
Operating expenses -747 -786 52%
Operating result 1031 975 -54%
Cost/income ratio 42 0% 44 6%

Impairment result from financial instruments -53 -146 >100 0%
Other result -68 -44 -356%
Net result attributable to owners of the parent 681 569 -16 5%
Return on allocated capital 32 6% 25 1%

The Erste Bank Oesterreich & Subsidiaries (EBOe & Subsidiar-
ies) segment comprises Erste Bank der oesterreichischen Spar-
kassen AG (Erste Bank Oesterreich) and its main subsidiaries
(e.g. s Bausparkasse, Salzburger Sparkasse, Tiroler Sparkasse,
Sparkasse Hainburg).

Net interest income decreased due to the repricing of customer
deposits and higher volumes of term deposits and savings ac-
counts. This was only partially offset by asset side repricing re-
sulting from higher average interest rates and higher customer
loan volumes. Net fee and commission income rose mainly on
the back of higher payment and securities fees. Net trading re-
sult and gains/losses from financial instruments at FVPL in-
creased on valuation effects. Operating expenses went up due
to higher personnel and IT expenses which were partially com-
pensated by the lower contribution to the deposit insurance
fund of EUR 12 million (EUR 27 million). Overall, operating
result decreased, and the cost/income ratio worsened. Impair-
ment result from financial instruments worsened due to rating
downgrades and new defaults. Other result improved on the
discontinuation of payments into the resolution fund in 2024
(EUR 16 million in 2023) as the target level was reached, a de-
crease of banking tax to EUR 7 million (EUR 16 million) due to
a one-off payment in 2023, and a release of provisions for legal
expenses, which was partially offset by the provision for the
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interbank VAT exemption. Overall, the net result attributable to
owners of the parent decreased.

Credit risk

Credit risk exposure in the Erste Bank Oesterreich & Subsidiar-
ies segment rose to EUR 54.6 billion (+3.9%), and customer
loans increased to EUR 42.5 billion (+3.7%). This segment ac-
counted for 19.1% (19.3%) of Erste Group’s total loan portfolio.
The share of retail private individual customers in total loan vol-
ume increased to 37.0% (36.5%), while the share of corporates,
including self-employed individuals and small businesses, de-
creased to 57.2% (58.6%). Loans to professionals, other self-em-
ployed individuals and small businesses remained stable and
were overall less significant than they are for Austrian savings
banks. Lending to the public sector rose significantly to EUR 2.5
billion (+22.1%), while its share of the total portfolio increased
only slightly to 1.1% (1.0%). Non-performing loans continued to
rise and amounted to EUR 260.6 million; the NPL ratio stood at
2.3% (1.8%). The increase was mainly driven by corporate busi-
ness. The NPL coverage ratio based on loan loss provisions de-
creased to 47.5% (55.6%).



SAVINGS BANKS

Financial review

in EUR million 2023 2024 Change
Net interest income 1892 1838 -2 8%
Net fee and commission income 656 721 9 8%
Net trading result and gains/losses from financial instruments at FVPL 64 39 -39 8%
Operating income 2 660 2 648 -0 4%
Operating expenses -1 259 -1 332 5 8%
Operating result 1401 1316 -6 1%
Cost/income ratio 47 3% 50 3%

Impairment result from financial instruments -182 -248 36 4%
Other result -39 -42 7 9%
Net result attributable to owners of the parent 122 102 -16 6%
Return on allocated capital 20 6% 15 1%

The Savings Banks segment includes those savings banks which
are members of the Haftungsverbund (cross-guarantee system)
of the Austrian savings banks sector and in which Erste Group
does not hold a majority stake but which are fully controlled
according to IFRS 10. The fully or majority-owned savings
banks Erste Bank Oesterreich, Tiroler Sparkasse, Salzburger
Sparkasse, and Sparkasse Hainburg are not part of the Savings
Banks segment.

Net interest income decreased due to the repricing of customer
deposits and higher volumes of term deposits and savings ac-
counts, only partially compensated by higher income from cus-
tomer loans. Net fee and commission income increased on the
back of higher payment and securities fees. The worsening in
net trading result and gains/losses from financial instruments at
FVPL was driven by valuation effects. Operating expenses in-
creased due to higher personnel and IT expenses, partially com-
pensated by a lower contribution to the deposit insurance fund
of EUR 21 million (EUR 41 million). Consequently, operating
result decreased, and the cost/income ratio worsened. Impair-
ment result from financial instruments deteriorated mainly due
to downgrades and higher defaults. The worsening of other re-
sult was driven mainly by the provision for interbank VAT ex-
emption partially offset by the discontinuation of payments into
the resolution fund in 2024 (EUR 12 million in 2023) — the target
level was reached — as well as the release of provisions for com-
mitments and pending legal cases and tax litigations. Banking
tax increased slightly to EUR 7 million (EUR 5 million). Overall,
the net result attributable to the owners of the parent decreased.

Credit risk

Credit risk exposure in the Savings Banks segment increased to
EUR 81.5 billion (+1.9%), while loans to customers rose to EUR
60.0 billion (+1.8%). Its share in Erste Group’s total loans to cus-
tomers decreased to 27.0% (27.8%). Lending to private house-
holds registered below average growth, and its share in the

Savings Banks’ total customer loan portfolio slightly decreased
to 37.2% (37.7%). Loans to professionals, other self-employed
persons and small businesses decreased to EUR 6.4 billion (-2.3%)
while other sectors grew or remained stable. Despite a continu-
ing decline of its share to 10.6% (11.0%) of total loans, the share
of this customer segment was still significantly larger than in
Erste Group’s subsidiaries in Central and Eastern Europe. This
reflects the Savings Banks’ predominantly local and regional op-
erations as well as the different structure of the Austrian econ-
omy, with a higher percentage of small and medium-sized enter-
prises than in Central and Eastern Europe. The share of non-
performing loans in total loan volume to customers in the Sav-
ings Banks rose to 3.6% (2.9%). Coverage of non-performing
loans with loan loss provisions declined to 56.2% (64.8%).

OTHER AUSTRIA

Business review

Interview with Ingo Bleier,
Chief Corporates and Markets Officer

How did the competitive environment change?

CEE markets were shaped by the trend of falling interest rates
throughout 2024. The lowering of euro rates in the second half
followed earlier decreases in the Czech Republic and Hungary.
This development was accompanied by a reduction in inflation
rates during the year.

However, despite lower rates and inflation, there was no imme-
diate corresponding growth in investments across our markets.
Demand for lending, driven by new investment projects, re-
mained subdued throughout the year, which resulted in in-
creased competition and pricing pressure among banks.
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Capital markets, on the other hand, were quite active in 2024,
driven by strong issuance across various customer segments
and products, to a good extent still attributable to MREL-related
issuance and refinancing requirements.

Thanks to our strong credit ratings, we benefited from very
good institutional funding flows throughout the year.

How did you manage to successfully differentiate your
business activities from those of your competitors?

We continued our long-term digitalisation strategy centered
around the George brand, with the corporate banking plat-
form "George Business” now rolled out in Austriaand Romania
and with our first corporate customers on the platform in
Czechia as well. The future direction of George Business will be
shaped by a continuous development of the platform, incorpo-
rating new features based on customer feedback. Our strategy
is to offer our business clients digital services for all daily bank-
ing needs in a very convenient, modern design. George Busi-
ness also includes an online rating advisory tool informing our
corporate clients about our rating view on them and offering
improvement options.

A strategy review initiated by our new CEO reaffirmed the core
strategic importance of our financial health proposition. We
further enhanced our corresponding tool, named “Financial
Health Zone”, by integrating predictive features and expanding
the offer to our customers across our region. The overall posi-
tive customer feedback confirms the success of the journey we
have embarked on.

Erste Group Corporates & Markets has solidified its leading re-
gional and, meanwhile also strong global position in the capital
markets origination business built on product expertise, delivery,
and execution capabilities, as well as profound research.

Financial review

Looking back at the year, what major achievements or
challenges were especially noteworthy?

Global Capital recognised us in five categories: Best Syndicate
Bank, Best Bank for Distribution, along with three individual
awards for Best Syndicate Banker and two Rising Star trophies.
For the fourth consecutive year, Erste Group has confirmed its
position as the number 1 bookrunner for CEE FIG unsecured
issuances and number 4 globally for Euro Covered Bonds. Our
Capital Markets activities have been further enriched by a stra-
tegic partnership with the Baader Platform for equity research
and sales activities, creating larger investor access for our own
activities in that area.

In the corporate banking business, | am quite glad about the
strong finish of the year where we caught up in loan growth and
winning mandates from international corporates and public
sector clients.

Furthermore, the structural growth of our fee income through
an expansion of our transaction banking and hedging activities
for clients is highly noteworthy. The increase in primary client
relationships is core to our strategy and continues to work out
well.

In respect of the so-called green transition, we have contributed
significantly to our clients’ sustainable investment activities by
providing more than EUR 5 billion in sustainable finance com-
mitments and extensive advisory services in personal conversa-
tions by our front office bankers.

Finally, 2024 marked a new record in assets under management
for our thriving asset management business as a result of or-
ganic and inorganic growth, with the total exceeding EUR 90
billion for the first time. We also closed our first private markets
fund of fund and have prepared the ground to launch further
products in mutual as well as private equity funds.

in EUR million 2023 2024 Change
Net interest income 623 580 -6 9%
Net fee and commission income 321 356 10 6%
Net trading result and gains/losses from financial instruments at FVPL 16 21 325%
Operating income 1021 1017 -0 3%
Operating expenses -394 -417 57%
Operating result 626 601 -4 1%
Cost/income ratio 38 6% 41 0%

Impairment result from financial instruments 135 -3 n/a
Other result 17 -3 n/a
Net result attributable to owners of the parent 586 447 -237%
Return on allocated capital 23 0% 15 6%
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The Other Austria segment comprises the Corporates and
Group Markets business of Erste Group Bank AG (Holding),
Erste Group Immorent, Erste Asset Management and Inter-
market Bank.

Net interest income decreased primarily due to a lower contri-
bution of money market and interest rate derivatives business
in Group Markets, and a non-recurring positive one-off in-
come in the corporate portfolio of the Holding. Net fee and
commission income improved mainly due to higher asset man-
agement fees, as well as higher securities fees in Group Mar-
kets and higher lending fees in the corporate business of the
Holding. Net trading result and gains/losses from financial in-
struments at FVPL improved on valuation effects. Operating
expenses increased on the back of higher personnel, IT and
project-related costs. Consequently, operating result as well as
the cost/income ratio deteriorated. The impairment result
from financial instruments deteriorated mostly due to the non-
recurrence of last year’s significant release caused by rating
upgrades and recoveries as well as muted NPL inflows. Other
result deteriorated due to lower selling gains in Erste Group
Immorent and the provision associated with the interbank
VAT exemption, only partially compensated by the discontin-
uation of payments into the resolution fund in 2024 (EUR 8
million in 2023) and lower provisions for other commitments
in the corporate portfolio of the Holding. Overall, the net result
attributable to owners of the parent declined.

Credit risk

The credit risk exposure in the Other Austria segment, almost
completely related to Holding and Erste Group Immorent busi-
ness, rose substantially to EUR 65.9 billion (+14.3%). Its share
in Erste Group’s total credit risk exposure increased to 16.5%
(15.8%). A large proportion of risk positions was related to se-
curities and cash balances held with other banks. At EUR 23.7
billion, the share of loans to customers in Erste Group’s total
loan portfolio amounted to 10.7% (9.9%) and was significantly
lower than its contribution to credit risk exposure. This in-
crease in total loans to customers was driven primarily by large
corporates business. The NPL ratio increased to 2.1% (1.7%).
Coverage of non-performing loans with loan loss provisions
significantly decreased to 32.3% (54.0%), primarily due to the
release of overlay provisions for certain industries.

Czech Republic

Economic review

Economic performance in the Czech Republic remained sub-
dued in 2024. Economic growth was mainly driven by house-
hold consumption due to declining inflation, higher real wages
and improved household sentiment. Exports were negatively
impacted by a deterioration in foreign demand, most pro-
nounced in Germany, the country’s key trading partner. The au-
tomotive sector remained the most important contributor to ex-
ports. The car industry employed 170,00 people and accounted
for approximately 10% of the country’s economy. Production of
passenger vehicles increased by 3.9%. Inventories continued to
decline after pronounced accumulation in the last couple of
years. Investments benefited from inflows of European Union
structural funds and Recovery and Resolution Facility funds
and were an important contributor to growth. At 2.7%, the un-
employment rate remained almost unchanged and was among
the lowest in the European Union. Overall, real GDP increased
by 1.0%, and GDP per capita amounted to EUR 29,200.

As a result of a major consolidation package as of January 2024,
the country’s budget deficit declined substantially to 2.9%. The
consolidation package included a range of measures: On the ex-
penditure side, cost-saving measures included significant reduc-
tions of non-investment state subsidies, the expiration of energy
costs mitigation measures, and a reduction of government sub-
sidies to renewable energy sources. On the revenue side, the gov-
ernment introduced various tax-related changes, such as reduc-
tions in tax exemptions. At 43.5%, public debt as a percentage of
GDP remained one of the lowest in the European Union. Infla-
tion in the Czech Republic declined significantly in 2024,
mainly driven by lower energy and food prices. At 2.4%, it was
one of the lowest in Central and Eastern Europe. Core inflation
amounted to 2.5%. The Czech koruna remained relatively stable
against the euro, trading between CZK 24.5 and CZK 25.5
throughout the year. The Czech National Bank (CNB) reduced
its key policy rate in seven steps in 2024, from 6.75% to 4.00% by
the end of the year.

In February 2024, Fitch decided to improve its outlook for the
Czech Republic from negative to stable while affirming its rat-
ing at AA-. The rating agency noted that the Czech Republic
navigated the successive pandemic and energy price shocks
without lasting effects on the long-term macroeconomic out-
look, despite weaker short-term growth. Moody’s left the coun-
try’s outlook at stable and kept its credit rating at Aa3. Standard
& Poor’s also confirmed its rating at AA- with a stable outlook.

31



Key economic indicators — Czech Republic 2021 2022 2023 2024e
Population (average million) 105 107 109 109
GDP (nominal EUR billion) 2459 2870 3178 3185
GDP/capita (in EUR thousand) 234 26 8 292 292
Real GDP growth 40 29 01 10
Private consumption growth 41 04 -28 17
Exports (share of GDP) 614 620 585 581
Imports (share of GDP) 614 651 567 554
Unemployment (Eurostat definition) 28 22 26 27
Consumer price inflation (average) 38 151 107 24
Short term interest rate (3 months average) 11 63 71 50
EUR FX rate (average) 256 24 6 240 251
EUR FX rate (eop) 249 242 247 252
Current account balance (share of GDP) -21 -47 03 13
General government balance (share of GDP) -50 -31 -38 -29

Source: Erste Group

Market review

Despite the moderate macroeconomic performance, the Czech
banking sector performed very well. Customer loans grew by
5.3%. Retail loans increased by 5.9% due to a revival of demand
for housing loans. Corporate loans grew by 5.1%, with euro-de-
nominated investment-related and working capital loans being
key drivers. To support lending, the Czech National Bank (CNB)
maintained its rules on mortgage business. There are no regula-
tory limits for debt-to-income ratio and debt-service-to-income
ratio for mortgage applicants. The upper limit on the loan-to-
value ratio remained at 80%, and 90% for applicants below 36
years. In July 2024, the CNB decided to cut the counter-cyclical
buffer from 2.0% to 1.25%. The systemic risk buffer rate was set at
0.5% as of 1 January 2025. The central bank’s annual stress test
confirmed the resilience of the sector, highlighting high capitali-
sation and robust profitability. Customer deposit inflows re-
mained strong with a growth rate of 7.8%. Growth was more pro-
nounced in the corporate business. At year-end, the banking sec-
tor’s loan-to-deposit ratio stood at 63.5%, while the total capital
ratio exceeded 20%.

Financial intermediation — Czech Republic
(in % of GDP)
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The Czech banking sector remained highly profitable. Net in-
terest income grew moderately despite the policy rate being cut
several times. The cancellation of remuneration of the mini-
mum reserve as of October 2023 also weighed on net interest
income. Net fee and commission income rose on the back of
higher income from card transactions, asset management and
insurance business. Since September 2024, a maximum fee of 1%
of the remaining principal for early repayments of mortgages
has been applied. Operating expenses remained under control,
with banks further reducing the number of branches. Asset
quality remained very good, and low risk provisions also con-
tributed to the banking sector’s profitability. The consolidation
of the banking sector continued with the number of banks de-
clining further to 43. Max banka and Banka CREDITAS merged
in October 2024, creating a bank with a total balance sheet of
EUR 8 billion and more than 250,000 clients.

Market shares — Czech Republic (in %)
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The three largest banks continued to have a combined market
share of approximately 60% in customer loans and deposits.
Ceska spofitelna maintained leading market positions across all
product categories. Retail lending market shares ranged from
25% to 27%, while market shares in corporate lending were al-
most unchanged at 23%. At 26.0%, the bank also retained the



top position in consumer lending, including the credit card
business. Ceska spofitelna maintained its market leadership
position in asset management products with a market share of
21.6%. George was the most used banking app on the market,
both in terms of number of users and transaction volume. At
year-end 2024, more than 3.2 million of Ceska spofitelna’s cus-
tomers used George. The digital sales ratio increased from 43.4%
in 2023 to 54.8% in 2024. Overall, Ceska spofitelna’s market
share in terms of total assets increased to 19.1%.

Business review

Interview with Tomas Salomon,
CEO of Ceska spofitelna

How did the competitive environment change?

The Czech National Bank had already started to change its
monetary policy at the end of 2023, and in 2024, it reduced the
2-week repo rate in seven steps, ending the year at 4%. This de-
cline in interest rates boosted lending activity and prompted a
shift in savings from deposit accounts to investments. Conse-
quently, the mortgage market rebounded in 2024, supported by
relaxed conditions for obtaining mortgage loans. The Czech Na-
tional Bank abolished the binding limit for the debt-to-income
(DTI) ratio, leaving the loan-to-value (LTV) ratio as the only
mandatory indicator for mortgage lenders. The LTV cap re-
mains at 90% for applicants under 36 years of age and 80% for
older clients.

Additionally, an amendment to the Consumer Credit Act made
early mortgage repayment less advantageous. This change led
to heightened interest in securing new mortgages before the
amendments took effect.

How did you manage to successfully differentiate your
business activities from those of your competitors?
Monitoring and improving clients' financial health has become
a top priority for us. Ceska spofitelna is making significant in-
vestments in digital technologies to provide our clients with a
digital financial advisor directly on their mobile devices.

Through George mobile banking, Ceska spofitelna has intro-
duced an enhanced version of the Financial Coach, designed to
help clients manage their family budgets more effectively. The
bank has also launched personalised digital investment advice
within George. As the first bank in the Czech Republic, it now

offers clients a unique feature to determine the value of any
property directly through George mobile banking. In 2025, we
will introduce Hey George, an Al-powered digital advisor that
delivers data-driven, highly personalised financial recommen-
dations tailored to individual customers. Following a successful
pilot with 10,000 customers in 2024, this service will be made
available to all clients in the course of the year, coinciding with
the celebration of Ceska spofitelna’s 200th anniversary.

Another groundbreaking initiative is our Future Mindset Board,
aimed at connecting with the younger generation. In 2024, we
invited ambitious young colleagues to shadow Board members
and bring fresh perspectives to decision-making. This initiative
has been highly praised within the business community and re-
flects our commitment to innovation and inclusion.

Looking back at the year, what major achievements or
challenges were especially noteworthy?

In 2024, Ceska sporitelna achieved several significant mile-
stones. The volume of housing loans, including mortgages and
loans from the Bufinka building society, exceeded CZK 500 bil-
lion, while the total value of client investments under manage-
ment surpassed CZK 400 billion.

For the first time in its history, the open-end short-term bond
mutual fund SPOROINVEST reached CZK 50 billion in client
assets under management, becoming the largest mutual fund
in the Czech Republic.

In the corporate business, Ceska spofitelna achieved another
historic milestone, with the total volume of loans to corporate
clients surpassing CZK 400 billion. This firmly cemented the
bank’s position as the largest corporate bank in the country by
financing volume.

2024 was also a year of awards and accolades. Ceska spofitelna
triumphed in major domestic competitions, winning Bank of
the Year, Best Bank, and the Golden Crown awards. On the in-
ternational stage, our bank was named the absolute winner in
the prestigious Customer Centricity World Series Awards, com-
peting against 150 companies from 38 countries. The bank’s in-
novative focus on financial health — spanning strategy, digital so-
lutions, and customer experience —was a key factor in its success.
And, last but not least, in the global Qorus-Infosys Finacle Bank-
ing Innovation Awards, Ceska spofitelna secured the top honour
for its strategic approach to enhancing customers' financial
health, supported by the FIT Zone in George mobile banking.
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Financial review

in EUR million 2023 2024 Change
Net interest income 1320 1464 11 0%
Net fee and commission income 454 509 12 0%
Net trading result and gains/losses from financial instruments at FVPL 101 134 33 1%
Operating income 1894 2128 12 4%
Operating expenses -964 -967 0 3%
Operating result 929 1160 24 9%
Cost/income ratio 50 9% 45 5%

Impairment result from financial instruments -34 10 n/a
Other result -83 -24 -71 0%
Net result attributable to owners of the parent 679 949 39 7%
Return on allocated capital 15 4% 21 1%

The segment analysis is done on a constant currency basis. The
CZK depreciated by 4.7% against the EUR compared to the
same period of the last year. Net interest income in the Czech
Republic segment (comprising Ceskéa spofitelna Group) in-
creased on the positive contribution of lending business sup-
ported by the newly acquired portfolios of Hellobank. The in-
crease in net fee and commission income was mainly driven by
higher securities fees. Net trading result and gains/losses from
financial instruments at FVPL improved on positive valuation
effects. Operating expenses increased in FX-adjusted terms
mainly due to higher personnel and IT costs. Contributions to
the deposit insurance fund decreased to EUR 16 million (EUR
20 million). Overall, the operating result increased, and the
cost/income ratio improved. Impairment result from financial
instruments improved due to a parameter update (mainly af-
fected by a review of the forward-looking information method-
ology considered in PDs) and the non-recurrence of higher pro-
visions related to the integration of the Sberbank portfolio last
year. Other result improved on a lower contribution to the res-
olution fund of EUR 20 million (EUR 32 million) and lower im-
pairments of non-financial assets. These positive developments
were partially offset by higher selling losses from bonds. Alto-
gether, these developments led to a significant increase in the
net result attributable to the owners of the parent.

Credit risk

Credit risk exposure in the Czech Republic segment rose sub-
stantially to EUR 89.8 billion (+10.7%), loans to customers in-
creased to EUR 44.1 billion (+5.7%). Public sector business vol-
ume registered significant growth mainly due to government
exposure (20.4%). Large corporate business also expanded sig-
nificantly. Customer loan volume as a percentage of Erste
Group’s total loans to customers increased slightly to 19.9%
(19.7%). In terms of business volume, the Czech Republic is by
far the second most important market for Erste Group after
Austria. The quality of customer loans was stable. Non-per-
forming loans as a percentage of total loans to customers re-
mained at 1.8%. Loan loss provisions decreased slightly leading
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to a minor decline in the coverage of non-performing loans to a
still comfortable level of 101.9% (111.1%).

Slovakia

Economic environment

In 2024, the Slovak economy — with its strong automotive and
services sectors — posted real GDP growth of 2.0%. In contrast
to the previous year, household consumption increased impres-
sively and proved to be the main growth driver. Despite rela-
tively weak external demand, exports also contributed to eco-
nomic growth. Investment activity, on the other hand, was neg-
atively impacted by subdued private sector investments. Slo-
vakia has been the world’s largest producer of cars per capita
since 2007, with a total of almost one million vehicles in 2024.
Slovakia’s labour market remained solid. The unemployment
rate declined further to a historic low of 5.3%, driven by favour-
able retirement conditions and a persisting structural shortage
of qualified labour. GDP per capita amounted to EUR 23,600.

Slovakia’s general government deficit increased further in 2024,
driven largely by measures to mitigate the impact of high energy
prices. The combined budgetary cost of energy-related measures
accounted for 1.0% of GDP in 2024. To mitigate the impact of
substantial government spending, numerous measures, such as
extra taxation of banks, an extended solidarity tax on excess oil
profits, higher alcohol and tobacco taxes, and reduced contribu-
tion to the second pension pillar, were introduced. In addition,
the parliament approved a consolidation package to reduce the
deficit by 1 percentage point annually to 3% by 2027. The pack-
age, amounting to EUR 2.7 billion, consists of a 3 percentage
points increase in value-added taxes, a financial transaction tax,
and higher corporate taxes. Overall, the general government def-
icitincreased to 6.0% of GDP. Slovakia's public debt as a percent-
age of GDP increased slightly to 58.9%.



Inflation decreased substantially. After experiencing double-
digit inflation in the previous year, Slovakia achieved one of the
lowest price increases among CEE countries in 2024. The gov-
ernment decided to maintain its energy price regulation which
kept energy prices for households at the level of the previous
two years. In addition, food prices also decreased. Inflation of
services, on the other hand, remained relatively high. Overall,
average consumer price inflation amounted to 2.8%. Core infla-
tionary pressures persisted in the economy, largely driven by
the strong labour market. Slovakia adopted the euro in 2009.

The ECB decreased its key policy rate of the monetary union
from 4.00% to 3.00% in four steps in 2024.

In December 2024, Moody’s downgraded Slovakia’s credit rat-
ing by one notch, from A2 to A3 and revised the outlook from
negative to stable. Moody’s cited significant institutional chal-
lenges amid heightened political tension and higher public debt.
Fitch’s credit rating for Slovakia was maintained at A- with the
outlook being kept at stable. Standard & Poor’s also affirmed its
credit rating for Slovakia at A+ with a stable outlook.

Key economic indicators - Slovakia 2021 2022 2023 2024e
Population (average million) 54 54 55 55
GDP (nominal EUR billion) 1020 1101 1229 1303
GDP/capita (in EUR thousand) 188 203 223 236
Real GDP growth 57 04 14 20
Private consumption growth 29 52 -31 30
Exports (share of GDP) 909 990 912 860
Imports (share of GDP) 907 104 1 895 841
Unemployment (Eurostat definition) 68 61 58 53
Consumer price inflation (average) 32 128 105 28
Current account balance (share of GDP) -39 -73 -16 -07
General government balance (share of GDP) -51 -17 -52 -60

Source: Erste Group

Market review

In 2024, the Slovak banking sector was characterised by rela-
tively low demand for lending products, while deposit growth
was more pronounced. Customer loans grew by just 2.9%. Retail
loans were up by 4.1%, mainly driven by consumer loans. In
2024, the Slovak government subsidised housing loan repay-
ments up to a maximum of EUR 150 per month. Despite this
measure, demand for housing loans was muted. The National
Bank of Slovakia maintained macroprudential measures un-
changed, including limits for debt-service-to-income (DSTI),
debt-to-income (DTI) and loan-to-value (LTV) ratios. The coun-
tercyclical buffer was kept at 1.50%, unchanged since August
2023. Customer deposits grew by 6.5%, mainly driven by retail
business. The growth of retail deposits was positively impacted
by lower inflation and wage growth, which resulted in a higher
savings rate. Asset management business performed very well
and grew by 16%. Corporate deposits grew by 4.6%. The banking
system’s loan-to-deposit ratio decreased to 103.3%.

Although net profit of the Slovak banking market declined com-
pared to the previous year, it still posted its second most profita-
ble year ever in 2024. The decline in profitability was entirely
due to the introduction of the banking levy. Operating income
grew visibly driven by both net interest income and net fee and
commission income. Net interest income benefitted from the in-
terest rate environment. Fee and commission income was driven
mainly by payment-related fees. Despite rising personnel ex-
penses, operating expenses remained under control, and the sec-
tor’s cost/income ratio decreased to 45%. Banks continued to re-
duce the number of branches, although at a slower pace

compared to previous years. Risk costs were low as asset quality
remained very solid. The banking sector remained well-capital-
ised. Overall, the sector’s return on equity stood at 9.2%.

Financial intermediation — Slovakia (in % of GDP)
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Effective as of 1 January 2024, windfall taxes were introduced,
and Slovak banks face one of the highest tax burdens in the Eu-
ropean Union. Banks had to pay a special tax of 30% of their
pre-tax profits in 2024. The tax rate is expected to decline by 5
percentage points annually until 2027 after which it will drop
to 4.4% by 2028, in line with other regulated sectors. In addition,
the Slovak government decided to introduce a financial trans-
action tax as of April 2025. The tax will be paid by companies
and self-employed individuals. Altogether, the effective tax rate
for banks almost doubled in 2024, reaching approximately 40%.
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Market shares - Slovakia (in %)
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The three largest banks in Slovakia continued to control ap-
proximately 65% of the country’s banking market. In terms of
total assets, Slovenska sporitelfia remained the country’s larg-
est bank as it controlled more than one fifth of the country’s
banking market. Slovenské sporitelfia’s market shares in both
customer loans and deposits amounted to approximately 23%.
Market shares were higher in the retail than in the corporate
business. In retail business, the bank’s market shares stood be-
tween 25% and 28%. In addition, Slovenska sporitel'fia was the
second largest asset manager in the country, with a market
share of 21.5%. It also maintained its leadership position in dig-
ital banking with almost 1.3 million registered George users.

Business review

Interview with Peter Krutil,
CEO of Slovenska sporitelfa

How did the competitive environment change?
In 2024, the Slovak banking environment was shaped mainly by
macroeconomic factors such as meagre economic growth, tight-

ened monetary policy of the ECB and significant local bank levies.

Nevertheless, demand for housing loans, which had previously
been constrained by higher interest rates, began to pick up grad-
ually with the first signs of cheaper mortgage rates. Demand for
consumer loans remained relatively high throughout the year.
The combination of an improved financial situation of house-
holds, thanks to lower inflation and renewed real wage growth,
and attractive offered rates on term deposits led to a significant
increase in deposit growth compared with the previous year. Gov-
ernment measures, however, namely higher taxation of the bank-
ing sector, played a negative role in the sector’s profitability. The
special levy on banks pushed the effective tax rate from 21% in
2023 to around 40% in 2024. Therefore, despite an increase in the
operating result, net profit of Slovak banks fell by 11%.
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Otherwise, competition has eased slightly, especially in housing
loans. Clients are less willing to switch between banks just for
a small improvement in interest rates. However, the situation
could change quickly if challenger banks squeeze their margins
once again, possibly triggering another wave of refinancing in
the market.

How did you manage to successfully differentiate your
business activities from those of your competitors?

First of all, we remain committed to our vision of building and
improving the financial health of our customers. The first im-
plication is that we want to be as easily accessible as possible.
Therefore, we continue our omni-channel approach. The client
choses to access our services either through traditional chan-
nels such as a branch or through digital solutions full of inno-
vation. While our market-leading branch network is an estab-
lished channel, we continue to digitise our products and ser-
vices to strengthen our position as a digital leader in the market.
For example, in the area of mortgages, we have added a person-
alised overview of housing costs, a mortgage calculator and
property value estimates. A significant confirmation that we are
on the right track is that we are already ahead of our mid-term
target for the share of digital sales.

Slovenska sporiteltia has developed from an almost purely re-
tail bank into a well-balanced universal bank with a market
share of roughly a quarter in both retail and corporate loans. In
the corporate segment, we have attracted businesses thanks to
the excellent work of our relationship managers, fast and trans-
parent processes, and digital innovation. For example, Slov-
enska sporitel'fia offers its corporate clients a free, unique and
highly appreciated financial health analysis, which has already
been used by more than 5,000 companies.

Looking back at the year, what major achievements or
challenges were especially noteworthy?

It may sound surprising, but I am really proud of our clients.
Over the past few years, they have faced the pandemic, high in-
flation, geopolitical uncertainty due to the Russian invasion of
neighbouring Ukraine, and substantially higher interest rates.
Despite these challenging conditions, they have managed to re-
pay their debts on time keeping the quality of our assets at high
levels. I am also proud of our employees. Our customer-focused
approach has enabled us to deliver solutions that have im-
proved the financial health of our clients.

Delivery excellence has always been in our DNA, and in 2024, it
brought several awards to Slovenska sporitelna, which con-
firmed our leading position in the Slovak banking market. Slov-
enska sporitelna was awarded the title of Bank of the Year 2024
in Slovakia by the renowned magazine The Banker. At the Euro-
money Awards for Excellence 2024, we were named Best ESG
Bank in the country. Our mobile banking app George won the
Smart Bank award from the local magazine mojandroid.sk in the
overall and investment categories and secured third place in the



security category. We also won the Best Employer award in the
Banking, Finance and Insurance sector, underlining our com-
mitment to a high-quality working environment. We also re-
ceived the Via Bona Slovakia award in the Good Community

Partner category for our long-term support of affordable housing.

Financial review

The Pontis Foundation recognised the bank's projects such as
Accessible Home, Project DOM.ov, and Help for the Homeless.
Erste Private Banking, our private banking division, was named
Best Private Bank by PWM/The Banker, and Global Finance.

in EUR million 2023 2024 Change
Net interest income 514 552 7 2%
Net fee and commission income 208 232 12 0%
Net trading result and gains/losses from financial instruments at FVPL 24 25 58%
Operating income 751 814 8 4%
Operating expenses -332 -354 6 5%
Operating result 419 460 9 9%
Cost/income ratio 44 2% 43 4%

Impairment result from financial instruments -15 -13 -14 2%
Other result -9 -10 12 7%
Net result attributable to owners of the parent 307 275 -10 5%
Return on allocated capital 20 1% 18 0%

Net interest income in the Slovakia segment (comprising Slov-
enska sporitel’fia Group) increased due to higher customer loan
volumes and higher average interest rates, which was partially
offset by the repricing of liabilities, higher volumes of term de-
posits and savings accounts as well as higher expenses for is-
sued bonds. Net fee and commission income increased on the
back of higher securities, payment and insurance brokerage
fees. Net trading result and gains/losses from financial instru-
ments at FVPL remained largely stable. Operating expenses in-
creased mainly due to higher personnel and IT expenses. The
contributions to the deposit insurance fund amounted to EUR
3 million (EUR 2 million). Operating result increased, and the
cost/income ratio improved. Impairment result from financial
instruments improved slightly, driven by a methodological
change in retail risk parameter estimation, which was partially
offset by higher defaults and rating downgrades in Corporate
business. Other result remained largely stable as the selling
losses for government bonds were compensated by the discon-
tinuation of the payments into the resolution fund in 2024
(EUR 4 million in 2023) as the target level was reached and a
release of legal provisions. Overall, the net result attributable to
the owners of the parent declined, which was primarily driven
by the newly introduced banking tax in the amount of EUR 103
million booked in the taxes on the income line.

Credit risk

Credit risk exposure in the Slovakia segment rose to EUR 29.6
billion (+5.2%), while loans to customers increased at a slower
pace to EUR 19.8 billion (+3.0%). Its share of Erste Group’s total
loan portfolio went down slightly to 8.9% (9.1%). Loan volume
growth was driven mostly by private households, while busi-
ness growth of corporate customers was moderate. The share of

loans to private households was again significantly larger in the
Slovakia segment than in Erste Group’s other core markets and
accounted for 67.8% (67.3%) of total loans to customers. This
customer mix with a substantial proportion of retail mortgage
loans also explains the large share of secured business. At year-
end, it decreased slightly to 52.7% (53.1%), still exceeding that
of other Central and Eastern European core markets. The NPL
ratio was unchanged at 1.9%. NPL coverage ratio decreased to
92.3% (101.7%).

Romania

Economic review

In 2024, the Romanian economy grew moderately. The main
contributor to economic growth was household consumption,
which was boosted by the strong labour market and significant
real wage growth. Net exports, on the other hand, contributed
negatively due to weak external demand. Investment activity
remained strong supported by infrastructure projects funded by
the European Union. Inflows of EU funds from the regular
Multiannual Financial Framework and NextGenerationEU
amounted to EUR 7.2 billion in 2024. Agriculture had a rela-
tively weak year due to a severe draught. The unemployment
rate decreased further to 5.3%, the lowest rate since 2019. Over-
all, real GDP increased by 0.8%, GDP per capita amounted to
EUR 18,800.

At 8.3%, Romania’s budget deficit remained elevated. The
higher-than-expected deficit reflected rapidly growing
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government spending, mostly due to increases in public sector
wages, expenditure on goods and services and social transfers,
including pensions. It also reflected slightly slower revenue
growth due to weaker than expected economic activity. On the
other hand, the government announced a set of fiscal consoli-
dation measures including the postponement of public pen-
sions indexation and the phasing-out of a preferential wage tax
for the construction, agriculture and IT sectors. Public debt to
GDP increased to 52.4%.

Inflation decelerated significantly but remained relatively high.
In fact, Romania had one of the highest inflation rates among
European Union countries. The weak agricultural performance
kept food prices relatively high, while strong wage growth im-
pacted service prices. Overall, average consumer price inflation

amounted to 5.6%. The Romanian leu was stable against the euro
and traded in a narrow range around 4.95 throughout the year.
The National Bank of Romania cut the monetary policy rate by
a total of 50 basis points in two steps in July and August 2024
and kept it unchanged at 6.50% for the remainder of the year due
to fiscal uncertainties and the above-target inflation rate.

As a result of large budget deficits, lack of credible fiscal con-
solidation prospects and political uncertainty, Fitch revised Ro-
mania’s outlook from stable to negative but kept the country’s
credit rating at BBB. Standard & Poor’s took a similar action in
January 2025, revising the sovereign outlook from stable to neg-
ative and maintaining the rating unchanged at BBB-. Moody’s
rating was unchanged at Baa3 with a stable outlook.

Key economic indicators - Romania 2021 2022 2023 2024e
Population (average million) 192 190 190 189
GDP (nominal EUR billion) 242 3 2817 324 4 3554
GDP/capita (in EUR thousand) 126 14 8 170 18 8
Real GDP growth 55 40 24 08
Private consumption growth 73 52 28 55
Exports (share of GDP) 308 326 287 261
Imports (share of GDP) 40 6 447 376 355
Unemployment (Eurostat definition) 56 56 56 53
Consumer price inflation (average) 51 137 105 56
Short term interest rate (3 months average) 18 62 66 59
EUR FX rate (average) 49 49 49 50
EUR FX rate (eop) 49 49 50 50
Current account balance (share of GDP) -72 -95 -66 -83
General government balance (share of GDP) -72 -63 -66 -83

Source: Erste Group
Market review

The Romanian banking market closed 2024 as one of its most
successful years ever despite the macroeconomic challenges.
Customer loans increased by 8.8%, customer deposits were up
by 10.2%. On the lending side, growth was almost equally dis-
tributed between retail and corporate business. Retail loans rose
by 9.2%, corporate loans were up by 8.5%. Housing loans were
impacted by high interest rates and increased only by 4.2%,
while consumer loans rose by 16.9%. Liabilities also grew dy-
namically: retail deposits rose by 12.4%, while corporate depos-
its were up by 7.0%. Overall, the banking system’s loan-to-de-
posit ratio decreased marginally to 66.6%. The Romanian Na-
tional Bank maintained the countercyclical capital buffer at 1.0%
throughout the year. The Romanian banking sector remained
strongly capitalised, with a capital adequacy ratio of 23.7%.

In 2024, the profitability of the Romanian banking system was
very strong. Net interest income was supported by the interest
rate environment and volume growth. Fee and commission in-
come also rose, driven mainly by securities business and insur-
ance-related fees. Expenses were impacted by elevated inflation.
Banks continued to adjust their branch networks and workforce.
The government introduced a new sectoral tax for financial
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institutions. The tax rate has been set at 2% of gross revenues for
2024 and 2025 and 1% from 2026 onwards. Asset quality im-
proved further, and risk provisions were low. Overall, the Roma-
nian banking sector achieved a return on equity of 18.4%.

Financial intermediation — Romania (in % of GDP)
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Consolidation of the Romanian banking market continued.
Following the purchase agreement signed in 2023, Banca
Transilvania finalised the integration of OTP Bank’s Romanian
subsidiary representing the fourth bank takeover by Banca
Transilvania in less than a decade, after Volksbank Romania,
Bancpost and Idea Bank. Furthermore, following the strategic
partnership announced earlier, UniCredit acquired a 90.1%
stake in Alpha Bank Romania in November 2024. The acquisi-
tion is projected to be completed in the second half of 2025, cre-
ating the third-largest banking group in the country by total as-
sets. Finally, Alior Bank exited the Romanian market after sell-
ing part of its loan portfolio to Patria Bank.

Banca Comerciala Romana (BCR) remained the second largest
bank in the country both in terms of customer loans and depos-
its. The bank’s customer loan market share stood at 14.0%. Its
retail loan market share amounted to 16.9%, while in the corpo-
rate business it was 11.6%. In terms of total assets Banca Comer-
ciald Romana kept its second place in the country, with a mar-
ket share of 13.7% as of December 2024. George, Erste Group's
digital banking platform, continued to be very popular. The
number of customers using George grew to 2.2 million.

Business review

Interview with Sergiu Manea,
CEO of Banca Comerciala Roméana

How did the competitive environment change?

Economic growth continued, given the important contribution
of households’ consumption against the backdrop of a strong rise
in real wages, ongoing job creation in the private sector and flat-
tish unemployment. The National Bank cut the policy rate twice
by a total of 50 basis points to 6.50%. Since then, given the still
high inflation and fiscal risks, the key rate remained unchanged.

Non-government loans grew faster than in 2023, driven by simi-
lar growth rates of the retail and corporate business. In the retail
market, consumer loans rose considerably quicker than mort-
gages due to strong demand and tough competition among banks.
The NPL ratio remained low due to prudent lending and tight
macroprudential policies. M&A deals continued in the Roma-
nian banking sector, eventually leading to further consolidation.

How did you manage to successfully differentiate your
business activities from those of your competitors?

We scaled up our flagship free financial literacy programmes,
reaching 1.8 million Romanians through Money School, the
largest corporate volunteering programme in the country, and
Financial Coach. Money School has trained over 800,000 people
for the past eight years, involving more than 1,500 BCR col-
leagues. We revolutionised financial advisory services through
Financial Coach, launched in 2022 as an innovative data ana-
lytics platform available to any individual, BCR client or not. To
date, we have delivered over one million customised coaching
sessions. Our omnichannel strategy ensures that financial edu-
cation is accessible 24/7, with innovative features like FinCoach,
Spotlights, and RoundUp. We made personalised financial ad-
vice the new standard, while George Tips delivers over three
million tailored financial insights each month.

In addition, we launched ZBOR, a two-million-euro investment
in the largest ecosystem in Romania dedicated to youngsters
aged 14-25. ZBOR is a transformative space providing access to
financial education and life skills, combining seven physical
hubs with dynamic informal education curricula. It also fea-
tures a mentoring programme, dedicated competitions and a
soon-to-be-launched online platform.

George, our digital banking ecosystem, embeds today over 330
functionalities. BCR marked a European premiere by launching
the Visa+ functionality, offering simplified, faster and more se-
cure money transfers between individuals by only using mobile
phone numbers. Visa+ can be activated directly in George and
has international coverage, making our customers the first in
Europe to receive fast multi-currency transfers, irrespective of
the card issuer. Furthermore, we introduced George SmartEU, a
functionality for microenterprises with simplified access to in-
formation on EU and national funding programmes.

We launched our first BCR Xpert Casa excellence centre dedi-
cated to promoting, granting and processing housing loans, a
project looking to redefine the mortgage lending experience in
Romania.

Additionally, we contributed to the introduction of BCR Roma-
nia Purchasing Managers' Index by S&P Global. The aim is to
position Romania alongside its CEE peers through timely, data-
driven insights using a forecasting tool essential for any dy-
namic economy.
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Looking back at the year, what major achievements or
challenges were especially noteworthy?

Our retail campaign for client acquisition and activation was a
major success, attracting 167,000 new customers. The cash
loan, credit card and savings account sales increased two-fold
during the campaign and our market share for new cash loans
doubled to 29%. In 2024, almost 90% of all retail products were
sold digitally.

We expanded our green loan portfolio with 700 million euros of
green financing to both retail and corporate customers. Casa
Mea Natura, a loan for energy-efficient dwellings, accounted for
70% of all new mortgage loans in 2024. We are also recognised
as the main partner for renewable energy projects in Romania.
Last year, we disbursed 550 million euros for energy projects,
with over 320 million euros for green initiatives. Over 6,500

Financial review

companies supporting more than 280,000 jobs received financ-
ing from BCR.

Consequently, we reached double-digit loan growth, our oper-
ating result improved by almost 20%, and we achieved a record
bottom line despite prudent risk provisioning, delivering a 21%
return on equity. BCR is one of the most efficient banks in Ro-
mania, with a cost/income ratio of 37%. Our people strategy
stood out through Valued@BCR, a new programme allowing
our colleagues to customise their benefits plan.

In 2024, BCR’s “Financial Intelligence" campaign won a Bronze
EURO Effie in the “Best of Europe: Corporate Reputation” cate-
gory. Locally, BCR was awarded a Gold Effie for Financial Ser-
vices and a Silver Effie for Corporate Communication. Finally, we
were Coldplay’s partner of choice for their concert in Romania
due to shared values like social responsibility and sustainability.

in EUR million 2023 2024 Change
Net interest income 637 775 21 6%
Net fee and commission income 205 227 10 8%
Net trading result and gains/losses from financial instruments at FVPL 112 104 -6 8%
Operating income 964 1115 157%
Operating expenses -418 -456 9 2%
Operating result 546 659 20 6%
Cost/income ratio 43 3% 40 9%

Impairment result from financial instruments -9 -21 >100 0%
Other result -34 -87 >100 0%
Net result attributable to owners of the parent 383 463 21 0%
Return on allocated capital 20 7% 21 9%

The segment analysis is done on a constant currency basis. The
RON depreciated by 0.6% against the EUR compared to the
same period of the last year. Net interest income in the Romania
segment (comprising Banca Comerciald Romana Group) was
positively impacted by higher business volumes and central
bank placements. Net fee and commission income went up
mainly on higher payment and insurance brokerage fees. The
decrease of the net trading result and gains/losses from finan-
cial instruments at FVPL was attributable to the P&L neutral
shift from net trading result to net interest income related to se-
curities. Operating expenses increased mainly due to higher
personnel, marketing and IT expenses. The contributions to the
deposit insurance fund decreased to EUR 4 million (EUR 5 mil-
lion). Overall, operating result and the cost/income ratio im-
proved. Impairment result from financial instruments deterio-
rated due to higher defaults, mitigated by parameter update (re-
view of the forward-looking information considered in PDs).
The deterioration of other result was driven by the new banking
tax of EUR 37 million and higher impairments of non-financial
assets, partially offset by lower payments into the resolution
fund of EUR 6 million (EUR 10 million). Overall, the net result
attributable to the owners of the parent increased.
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Creditrisk

Credit risk exposure in the Romania segment rose significantly
to EUR 27.7 billion (+18.0%). Loans to customers also showed
a substantial increase to EUR 14.0 billion (+13.2%). Its share in
Erste Group’s total customer loan portfolio increased to 6.3%
(5.8%). An expansion of lending volume was seen both in the
retail and in the corporate segment. Non-performing loans in-
creased to EUR 366 million (+3.5%), mainly attributable to the
retail segment. Non-performing loans as a percentage of total
loans to customers improved to 2.6% (2.9%). Coverage of non-
performing loans remained almost stable and stood at 168.7%
(168.5%).



Hungary

Economic review

In 2024, Hungary’s economy grew slightly, driven almost en-
tirely by household consumption. Investments remained a drag
on economic growth due to the postponement of public invest-
ment projects, subdued inflow of European Union funds and a
low level of business confidence. Exports did not contribute to
economic growth either due to lower external demand. Agricul-
ture performed weaker than in the previous year. Foreign direct
investments were positively impacted by China as Hungary be-
came its top investment destination in CEE. China was also the
second-largest importer to Hungary after Germany. One fourth
of the country’s manufacturing output was produced by various
international car producers. In addition, Chinese electric vehi-
cle manufacturer BYD is building a factory in Szeged, with pro-
duction set to start in 2025. Hungary’s labour market remained
tight. The unemployment rate increased slightly to 4.4%, low
compared to many other European countries. Overall, real GDP

increased by 0.5%, and GDP per capita amounted to EUR 21,500.

Hungary’s general government deficit improved to 4.8% of GDP.

Throughout the year, numerous fiscal consolidation measures

were implemented, such as the postponement of state invest-
ments, adjustments of the banking levy and the prolongation of
windfall tax for financial, energy and retail companies. Public
expenditure was impacted by the continuation of various state
subsidies for retail and corporate loan programmes, a 6% pen-
sion increase, and a wage increase of 32% for schoolteachers.
Public debt to GDP increased slightly to 73.9%.

Inflation in Hungary declined significantly, driven mainly by
lower food and energy price increases. The latter continued to
remain partially subsidised for households throughout 2024.
Average consumer price inflation stood at 3.7%, in line with the
average CEE peer countries. The core inflation, excluding food
and energy prices, increased by 4.6%. The Hungarian forint de-
preciated 7% against the euro. The Hungarian National Bank
began cutting its key policy rate already in the last quarter of
2023. In 2024, the national bank reduced the policy rate in eight
steps from 10.75% to 6.50%.

Fitch maintained the country’s long-term credit rating un-
changed at BBB but improved its outlook from negative to sta-
ble. Standard & Poor’s kept Hungary’s sovereign rating at BBB-
with a stable outlook. Moody’s confirmed the country’s long-
term credit rating at Baa2 but changed its outlook from stable
to negative.

Key economic indicators — Hungary 2021 2022 2023 2024e
Population (average million) 97 97 96 96
GDP (nominal EUR billion) 1550 169 1 196 6 205 8
GDP/capita (in EUR thousand) 159 175 205 215
Real GDP growth 71 43 -09 05
Private consumption growth 41 64 -07 Bl5)
Exports (share of GDP) 64 7 719 64 3 588
Imports (share of GDP) 67 6 810 642 578
Unemployment (Eurostat definition) 41 36 41 44
Consumer price inflation (average) 51 145 176 a7
Short term interest rate (3 months average) 14 100 14 4 73
EUR FX rate (average) 3585 3913 3820 395 2
EUR FX rate (eop) 3690 400 3 3828 4101
Current account balance (share of GDP) -41 -85 07 27
General government balance (share of GDP) -72 -62 -67 -48

Source: Erste Group
Market review

In 2024, the Hungarian banking sector grew markedly despite
moderate macroeconomic development. In the local currency,
customer loans grew by 6.8% mainly driven by the retail busi-
ness which increased by 9.4%. Retail lending was mainly driven
by housing loans, which expanded by 13.0%. Consumer loans
grew by 6.0%. Corporate loan growth amounted to 4.6% as de-
mand for investment loans was muted. Various state subsidies
and support programmes continued to play a significant role in
the Hungarian lending market. In 2024, new programmes were
introduced, such as a home renovation subsidy. In addition, a
zero-interest loan for young Hungarian blue-collar workers

between the ages of 17 and 25 was launched at the beginning of
2025. Terms for the baby loan programme tightened, while ru-
ral housing subsidies were kept unchanged.

Customer deposits increased by 8.4% in local currency, driven
mainly by retail deposits, which grew by 11.2%. In addition, Pre-
mium Hungarian State Securities (PMAP) played an important
role. Despite a 13% social contribution tax on income from pri-
vate savings in addition to the 15% personal income tax, asset
management products grew substantially. Overall, the banking
system’s loan-to-deposit ratio stood at 72.2%.
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Financial intermediation — Hungary (in % of GDP)
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Profitability of the Hungarian banking sector was strong in
2024. Net interest income declined by 4.4% driven mainly by the
lower interest rate environment. The government further ex-
tended the interest rate cap for variable and fixed-rate residen-
tial mortgages until 30 June 2025. According to this regulation
the reference interest rate used for calculating interest may not
exceed the rate that was in effect on 27 October 2021. In addi-
tion, the voluntary interest rate cap for newly disbursed loans
designed to support lending was also extended until 30 June
2025. Initially set at 8.5% in October 2023, the cap was lowered
to 7.3% in January 2024. This measure aims to provide stability
and predictability for mortgage borrowers. The Hungarian Na-
tional Bank maintained the mandatory reserve requirement at
10%. Net fee and commission income, which grew by 17.4%,
benefited significantly from asset management business. Ad-
ministrative expenses remained under control, despite a sub-
stantial increase in personnel expenses. The number of
branches decreased further. Asset quality developed favourably,
and risk costs were low.

Market shares — Hungary (in %)
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Banks continued to pay banking and transaction taxes. The lat-
ter was increased as of July 2024 and additionally, a new sup-
plementary financial transaction tax was introduced for foreign
exchange transactions. The windfall tax, which was originally
implemented for 2022 and 2023, was extended to 2024 and 2025.
Applicable tax rates and possibilities for reductions were modi-
fied. The Hungarian National Bank maintained the countercy-
clical capital buffer at 0.5% throughout the year but decided to
increase itto 1.0% as of 1 July 2025. Overall, the banking sector’s
return on equity stood at 18.3%. The Hungarian banking sector
continued to be well-capitalised, with a capital adequacy ratio
of around 20%.

Consolidation of the Hungarian banking market continued,
and the number of banks decreased further to 39. In 2024, Hun-
garian Banking Holding (MBH) completed the acquisition of
Fundamenta-Lakaskassza Zrt. Granit Bank went public in De-
cember 2024, representing the largest IPO in Hungary in 25
years. As of 1 September 2024, the Hungarian National Bank
launched Qvik, an electronic payment system that allows for
quick, secure, and free payments via QR code scanning, NFC-
based touch, or clicking a link within a mobile application.

The Hungarian banking market continued to be dominated by
OTP Bank, followed by MBH. Erste Bank Hungary remained
one of the major market players in the country. Its market share
in customer loans stood at 8.6%, with retail business remaining
more dominant than corporate business. At 8.6%, the customer
deposit market share remained almost unchanged. Erste Bank
Hungary’s market share in asset management stood at 17.6%.
The number of George users increased further and reached al-
most 800,000 by the end of the year. At 6.3%, Erste Bank Hungary
was the fourth-largest bank in the country in terms of total assets.

Business review

Interview with Radovan Jelasity,
CEO of Erste Bank Hungary

How did the competitive environment change?

2024 was a challenging but successful year for Erste Bank Hun-
gary. The competitive environment underwent significant
changes, although profitability remained relatively high. Cus-
tomers’ demand for seamless services increased further, high-
lighting the rising need for services provided via mobile bank-
ing. Retail loan activity picked up substantially despite only a
modest decrease in interest rates. In response to a persistent in-
flationary environment, customers continued shifting their de-
posits towards investments, prompting banks to focus even
more on asset management products.

The adoption of innovative technologies intensified competition
within the industry. Artificial intelligence is anticipated to be a
game-changer in the long run. Banks have modernised their



advisory services to enhance financial literacy among customers.

Due to increasing expense pressure and lower net interest in-
come, banks have been facing a greater emphasis on efficiency.

How did you manage to successfully differentiate your
business activities from those of your competitors?

In 2024, Erste Bank Hungary distinguished itself through sev-
eral innovative initiatives that enhanced our customer satisfac-
tion and solidified our leading position in the competitive bank-
ing landscape.

Our mobile-first approach emphasises the central role of
George in our service delivery. Over 70% of our customers are
now digitally active, with a continuously growing number ex-
clusively using the George app. In digital finance, we put the
focus on digital investment and savings products, introduced
fintech solutions for currency transfers, instant digital cards
ready within an hour of application, event-triggered digital in-
surances, instant cash loans and expanded digital services for
micro business clients.

To support financial health, besides investment tips and pen-
sion advisory, we launched George Tips, offering personalised
advice to maintain financial well-being and George FitZone for
education and better financial management. Our commitment
to data analytics and personal advice is evolving, with ongoing
developments in real-time, transaction and trigger-based initia-
tives. We equipped all of our over 3,000 employees with Al-
based personal assistants to further enhance productivity. Ad-
ditionally, we published a financial education storybook for
children, underscoring our dedication to financial literacy start-
ing already at a young age.

Looking back at the year, what major achievements or
challenges were especially noteworthy?

Our strategic focus on customer satisfaction, employee engage-
ment and sustainable return on equity has paid off. We achieved

Financial review

outstanding results in these areas and were ranked among the
top 10 employers in Hungary, the only bank in the top 20.

In retail, alongside significant customer acquisition, we ex-
celled in Erste Group’s digital activation, which helps service
the growing customer base against the background of our
streamlined physical presence. Over the year, we gradually ex-
tended tablet-embedded George sales flows, covering most
branch-sold products for savings, investments and insurance.
In wealth management, we consistently exceed 5,000 billion
HUF with significant year-on-year growth of 20%. Erste Future
Programme participants increased by over 30%. Corporate new
customer acquisition rose by 50% year-on-year. Despite muted
loan demand we achieved strong results in New Green Invest-
ment and used the market stagnation to implement significant
process improvements.

Erste Hungary won a bronze award for its “Be Erste” bank
switching campaign at the Effie Awards and received the gold
prize at the HRKOMM Awards, recognising our internal com-
munication campaign, communication strategy, cultural efforts,
and core values. Our analysts received the 'LSEG StarMine
Award' from Reuters for the most accurate economic forecasts
again after 2023 and 2021. Erste Asset Management Hungary
was awarded “Asset Management Company of the Year”, with
its two real estate funds being the largest and key players in
Hungary's real estate market. We were also honoured with the
“Bank of the Year” Award from Mastercard for our impactful
activities in the field of corporate social responsibility, particu-
larly for underprivileged juveniles and young adults. With sus-
tainability in mind, instead of buying a new headquarters, we
are going to create one of the most modern offices in the coun-
try using our existing building. Lastly, | received the 'Best Man-
ager of the Year' award from the National Association of Man-
agers. This award recognises the entire Erste Hungary team for
their dedication and drive.

in EUR million 2023 2024 Change
Net interest income 357 425 19 2%
Net fee and commission income 255 305 19 8%
Net trading result and gains/losses from financial instruments at FVPL 142 96 -32 5%
Operating income 763 837 9 6%
Operating expenses -270 -301 11 6%
Operating result 494 536 8 6%
Cost/income ratio 35 3% 35 9%

Impairment result from financial instruments 1 20 >100 0%
Other result -192 -220 14 8%
Net result attributable to owners of the parent 265 281 6 0%
Return on allocated capital 17 3% 21 4%

43



The segment analysis is done on a constant currency basis. The
HUF depreciated by 3.5% against the EUR compared to the
same period of the last year. Net interest income in the Hun-
gary segment (comprising Erste Bank Hungary Group) was
positively impacted by lower interest expenses on customer de-
posits due to a change in the deposit structure. Net fee and
commission income rose on higher securities and payment
fees. Net trading result and gains/losses from financial instru-
ments at FVPL declined due to valuation effects. Operating ex-
penses increased due to higher personnel and IT expenses. The
contributions to the deposit insurance fund amounted to EUR
8 million (EUR 5 million). Despite the increase in the operat-
ing result the cost/income ratio worsened marginally. Impair-
ment result from financial instruments improved due to recov-
eries and upgrades from the non-performing portfolio. The de-
terioration of the other result was primarily driven by breakage
costs related to intragroup transactions. Regulatory charges
went up: the banking tax increased to EUR 76 million (EUR 66
million); it included the regular banking tax and a windfall
profit tax of EUR 52 million (EUR 48 million). The financial
transaction tax went up to EUR 92 million (EUR 71 million).
The contribution to the resolution fund was stable at EUR 2
million. Lower impairments of non-financial assets contrib-
uted positively. Overall, the net result attributable to the own-
ers of the parent increased.

Credit risk

Credit risk exposure in the Hungary segment decreased to EUR
12.3 billion (-2.5%). This decline was mainly attributable to a
decline in corporate business. Loans to customers decreased to
EUR 5.8 billion (-4.1%). The share of the Hungary segment in

Erste Group’s total loans to customers slightly decreased to 2.6%.

While loans in the retail segment increased to EUR 3.3 billion
(+1.9%), loans to corporates decreased significantly to EUR 2.6
billion (-10.8%). Non-performing loans as a percentage of total
loans to customers improved significantly to 1.9% (2.6%). The
loan loss provision coverage of non-performing loans increased
further to 123.2% (110.6%).
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Croatia

Economic review

The Croatian economy continued to perform well, and the coun-
try achieved one of the strongest growth rates among euro coun-
tries in 2024. The economy still benefitted from the euro adop-
tion in the previous year. Economic growth was mainly driven
by domestic demand due to solid private and public consump-
tion. Investment activity was supported by inflows of European
Union funds. Investments in the construction sector were par-
ticularly strong. Exports performed moderately due to weak ex-
ternal demand. Tourism, accounting for approximately one fifth
of Croatia’s GDP, performed well again. Overnight stays in-
creased further compared to 2023. Croatia’s labour market re-
mained solid, and the unemployment rate declined to a new rec-
ord low of 5.2%. Overall, real GDP increased by 3.5%. GDP per
capita amounted to EUR 22,000.

Croatia’s public finances remained sound in 2024 despite the
increasing general government deficit. Expenses increased due
to the introduction of a new public wage act, higher pensions,
and measures to mitigate the impact of declining but still ele-
vated energy prices. Overall, Croatia maintained its fiscal disci-
pline with a general government deficit of 2.2% of GDP. Public
debt as a percentage of GDP decreased further to 58.1%. Infla-
tion declined significantly to 3.0%, one of the lowest levels in
CEE, driven mainly by lower energy and food prices, while in-
flation in the service industry, especially in tourism, remained
high. As Croatia adopted the euro on 1 January 2023, its mone-
tary policy was set by the European Central Bank which de-
creased its key interest rate from 4.00% to 3.00% in four steps
during the year.

Acknowledging the positive macroeconomic developments all
three major rating agencies upgraded their sovereign ratings in
2024. Fitch upgraded its long-term credit rating from BBB+ to
A-and left is outlook at stable. Moody’s upgraded its rating from
Baa2 to A3 with a positive outlook. Finally, Standard & Poor’s
improved its credit rating from BBB+ to A- and kept its positive
outlook.



Key economic indicators — Croatia

2021 2022 2023 2024e

Population (average million) 40 39 39 39
GDP (nominal EUR billion) 583 67 6 780 849
GDP/capita (in EUR thousand) 145 175 203 220
Real GDP growth 126 73 33 35
Private consumption growth 109 69 32 55
Exports (share of GDP) 254 304 246 240
Imports (share of GDP) 449 576 47 1 450
Unemployment (Eurostat definition) 76 70 61 52
Consumer price inflation (average) 26 108 81 30
EUR FX rate (average) 75 75 - -
EUR FX rate (eop) 75 75 - -
Current account balance (share of GDP) 05 -35 04 -07
General government balance (share of GDP) -26 01 -09 -22

Source: Erste Group
Market review

Reflecting favourable macroeconomic developments, the Croa-
tian banking market performed well in 2024. All financial insti-
tutions concluded the euro adoption-related adjustments to
their IT systems and ATM networks during the reporting year.
Customer loans increased by 5.9%, driven by retail loans, which
rose by 11.5%. Demand for housing loans was relatively strong
compared to other CEE countries. Despite the tailwind from the
declining interest rate environment, corporate lending growth
was muted at only 0.2%. Customer deposit growth amounted to
5.8%. Retail deposits increased by 4.6%, and corporate deposits
rose by 7.7%. The Croatian National Bank increased the coun-
tercyclical capital buffer by 50 basis points to 1.5% as of 30 June
2024. In 2024, there was no noteworthy consolidation in the
Croatian banking sector. At year-end, the banking system’s
loan-to-deposit ratio stood at 71.2%.

Financial intermediation — Croatia (in % of GDP)
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The profitability of the Croatian banking sector increased fur-
ther. Revenues, especially net interest income, benefited signifi-
cantly from the still high interest rate environment. Fee and
commission income was significantly supported by asset man-
agement business. Despite wage inflation, operating expenses

remained under control, and the cost/income ratio decreased to
39.9%. Asset quality improved further; the share of non-per-
forming loans (NPL) as a percentage of gross loans declined to
2.4%, supported by favourable developments in both the corpo-
rate and retail businesses. The NPL coverage ratio equalled 66.3%
at the end of the year. The capital adequacy ratio of the banking
system remained robust at 23.8%. Overall, the country’s banking
sector achieved a return on equity of 16.4%.

Market shares — Croatia (in %)
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Erste Bank Croatia remained among the three largest banks in
the country. The bank continued to benefit from its very strong
brand and the digital platform George. Erste Bank Croatia in-
creased its number of George users to 700,000. The digital sales
ratio amounted to 55%. In addition to George, the digital plat-
form KEKS Pay reached almost 500,000 users, 75% of which
were not customers of Erste Bank Croatia. In terms of total assets,
the bank had a market share of 17.9%. The bank’s customer loan
and customer deposit market shares were 18.9% and 17.2%, re-
spectively. Its market share in asset management stood at 13.6%.
The bank’s loan-to-deposit ratio amounted to 76.9%.
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Business review

Interview with Christoph Schéfbock,
CEO of Erste Bank Croatia

How did the competitive environment change?

Given the successful realisation of Croatia’s strategic goals — the
entry into the euro zone and Schengen — and with OECD acces-
sion (the only step left to complete its full positioning on the
international scene) expected as early as 2026, the country con-
tinued to fare well with rating agencies. Backed by macroeco-
nomic fundamentals, such as above EU average GDP growth
and imbalances remaining in check, we are happy to see Croa-
tia for the first time being awarded ‘A-‘ level equivalent rating
by all three renowned rating agencies. Croatia has a strong po-
sition on the international investment map. Therefore, a grow-
ing interest of investors has been noticed, not only in the field
of tourism but also in the ICT sector (N.B. information and
communication technology), logistics, fast-moving consumer
goods, the pharmaceutical industry and the segment of renew-
able energy.

The banking market saw no further consolidation in 2024, yet
it continued to be highly competitive. The profitability of the
sector remained, strong with cost efficiency further improving,
capital ratios remaining high, and NPL edging further down to
historic lows. Household credit growth was in the double-digit
region, mostly owing to consumer credit, which grew close to
15%. Housing loans increased just shy of 10% despite the ab-
sence of state-subsidised schemes in 2024. On the other side,
corporate loans saw another solid year with a growth rate in
mid-single digits, as the easing rate environment created de-
mand tailwinds. The exposure to the public sector largely stag-
nated, reflecting a changing structure away from bilateral credit
and shifting towards direct exposure via securities holding. The
deposit side also produced steady growth in the mid-single dig-
its, where the retail segment, despite the ongoing issuing activ-
ity by the Ministry of Finance in the retail space, showed a mod-
erate acceleration.

Financial review

How did you manage to successfully differentiate your
business activities from those of your competitors?

We are pleased that we continued stable business trends and
achieved positive financial results in 2024. Total lending growth,
with new lending volume up in retail and corporate business
alike, upward trends in the use of our digital channels where
we exceeded one million users in total, as well as stable growth
of our deposit base and positive risk costs have further consoli-
dated our position on the local market. With the integration of
the card issuing part from Erste Card Club (ECC), we made a
significant step towards the further improvement of the card
operations business. Given our strong capital position, high
level of liquidity, and the highest rating among banks in the
Croatian market assigned to us by the rating agencies (“A-“,
Fitch, 2024), we were able not only to provide adequate support
to our clients but to provide an additional boost to the contin-
ued growth and development of the entire Croatian economy.

Looking back at the year, what major achievements or
challenges were especially noteworthy?

In January 2024, we issued our inaugural green preferred senior
bond on the international capital market. The EUR 400 million
bond was issued under Erste Group’s Sustainable Finance
Framework and is the first green bond issued by any issuer in
the Republic of Croatia. This issue was printed to fulfil the
MREL requirement (Minimum requirement for own funds and
eligible liabilities). The funds raised further improved the diver-
sification of our funding sources, while being used to promote
green and sustainable investments and projects. By the respec-
tive, in total eighth issue of bonds of our bank in the domestic
and international capital markets, we have once again con-
firmed our position as the most active non-government bond
issuer in Croatia. | am also proud of the fact that our bank re-
ceived the prestigious “Best Private Bank” award from the
highly regarded PWM/The Banker and Global Finance publica-
tions, having been declared the leading private bank in Croatia.

in EUR million 2023 2024 Change
Net interest income 403 421 4 4%
Net fee and commission income 124 133 7 4%
Net trading result and gains/losses from financial instruments at FVPL 16 17 6 2%
Operating income 552 580 5 0%
Operating expenses -264 -280 6 4%
Operating result 289 300 38%
Cost/income ratio 47 7% 48 3%

Impairment result from financial instruments 46 18 -60 6%
Other result -43 -20 -52 9%
Net result attributable to owners of the parent 164 164 -0 2%
Return on allocated capital 22 3% 23 1%
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Net interest income in the Croatia segment (comprising Erste
Bank Croatia Group) increased due to higher average interest
rates, higher customer loan volumes as well as higher income
from securities. Net fee and commission income went up
mainly on higher payment fees. Net trading result and
gains/losses from financial instruments at FVPL remained
largely stable. Operating expenses increased on the back of
higher personnel, IT as well as legal and consultancy costs. The
contribution to the deposit insurance fund amounted to EUR 3
million (EUR 9 million). Despite the increase in the operating
result the cost/income ratio worsened marginally. Impairment
result from financial instruments still benefited from net re-
leases due to upgrades and recoveries from defaults, albeit at a
lower level. The improvement of other result was mainly driven
by lower selling losses from bonds and lower provisions for le-
gal expenses. Overall, the net result attributable to the owners
of the parent remained stable, driven, among others, by an ad-
ditional windfall tax in the amount of EUR 6 million booked in
the taxes on the income line.

Credit risk

In the Croatia segment, credit risk exposure rose significantly
to EUR 16.6 billion (+11.4%). Loans to customers increased to
EUR 9.9 billion (+5.3%). The share of loans to customers of
Erste Group’s total loans to customers remained stable at 4.5%.
The share of the retail segment of the loan portfolio increased
to 46.3%, while the share of the corporate segment decreased to
53.7%. The NPL ratio was relatively stable at 3.1% (3.0%). The
NPL coverage ratio based on loan loss provisions decreased to
94.2% (107.6%) as loan loss provisions decreased with the in-
creasing volume of loans to customers.

Serbia

Economic review

In 2024, the Serbian economy outperformed the CEE average.
Economic growth was mainly attributable to domestic demand,
in particular household consumption, supported by a robust la-
bour market and real wage gains. Investment activity remained
strong in both the public and private sectors. The inflow of for-
eign direct investments, most notably to the manufacturing in-
dustry, was substantial. Agricultural output, on the other hand,
was weak. The contribution of exports to economic growth was
only moderate. External demand was relatively weak, driven by
the slow growth of the country’s main trading partners, espe-
cially Germany. Serbia’s unemployment rate decreased to 8.5%.
Overall, real GDP increased by 3.9%, and GDP per capita
amounted to EUR 12,600.

Serbia maintained a sound fiscal stance, and its general govern-
ment deficit decreased slightly. While revenues benefitted from
booming domestic demand, expenses were significantly up by
defence-related spending. Belgrade, Serbia’s capital, will host
EXPO 2027, the first world exposition in the country. This event
already required investments in 2024. Serbia’s general govern-
ment deficit decreased to 2.0%. Public debt as a percentage of
GDP improved further to 47.3%.

Inflation significantly declined, driven by falling food and
transportation prices. Inflation, however, started to gradually
rise again after bottoming in June. This was mainly due to
higher services and housing prices. Overall, average consumer
prices increased by 4.6%, slightly above the central bank’s target
range of 3% + 1.5 percentage points. The Serbian dinar was
again one of the most stable currencies in CEE, trading at
around RSD 117 against the euro throughout the year. The Na-
tional Bank of Serbia reduced the reference interest rate in
three steps in June, July, and September by 25 basis points each,
bringing it down to 5.75% by the end of the year.

Rating agencies acknowledged Serbia’s favourable economic
developments in 2024. Standard & Poor’s awarded the country
with the agency’s first-ever investment grade credit rating of
BBB- with a stable outlook. Fitch confirmed its BB+ rating and
improved the outlook from stable to positive. Moody’s con-
firmed its long-term credit ratings of Ba2 and also improved its
outlook from stable to positive.
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Key economic indicators — Serbia 2021 2022 2023 2024e
Population (average million) 68 66 66 65
GDP (nominal EUR billion) 559 635 752 823
GDP/capita (in EUR thousand) 82 96 114 12 6
Real GDP growth 79 26 38 39
Private consumption growth 76 35 06 41
Exports (share of GDP) 391 435 381 354
Imports (share of GDP) 517 614 490 47 4
Unemployment (Eurostat definition) 110 94 95 85
Consumer price inflation (average) 41 119 125 46
Short term interest rate (3 months average) 09 25 56 53
EUR FX rate (average) 117 6 1175 117 3 1171
EUR FX rate (eop) 1176 1173 1172 1170
Current account balance (share of GDP) -41 -66 -24 -61
General government balance (share of GDP) -39 -30 -21 -20

Source: Erste Group
Market review

Reflecting the favourable macroeconomic developments, the
Serbian banking market grew impressively in 2024. At 8.9%, cus-
tomer loan growth was significantly supported by the lower in-
terest rate environment and the numerous interest rate and fee
caps introduced already in the last quarter of 2023. In retail busi-
ness, both consumer and mortgage lending grew significantly.
Corporate loan growth was mainly attributable to working capi-
tal loans. At 14.1%, customer deposit growth was even higher
than that of customer loans and equally distributed between re-
tail and corporate businesses. Overall, the banking system’s loan
to deposit ratio decreased further to 74.0%.

Financial intermediation — Serbia (in % of GDP)
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In 2024, Serbia’s banking system continued to be profitable. De-
spite interest rate caps on mortgage loans, cash and consumer
loans, overdrafts and credit card fees, the operating income of
the banking sector grew substantially. Operating expenses in-
creased only moderately despite rising personnel expenses. The
number of branches decreased further. Digitalisation was
boosted significantly due to the banks’ continuous efforts to mi-
grate customers to digital channels. The number of digital users
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increased further. Asset quality trends remained favourable,
with the sector non-performing loan ratio improving to 2.5%.
Risk costs remained low. The National Bank of Serbia did not
change the capital requirements throughout 2024 and kept the
countercyclical buffer unchanged at 0%. At 21.9%, the banking
system’s capital adequacy remained strong, and its return on
equity improved to 20.2%. After several mergers and acquisi-
tions that took place in 2023 there was no further consolidation
of the banking sector in 2024.

Market shares — Serbia (in %)

15 —

10 —

2022 2023 2024e

[ Retail loans Corporate loans I Retail deposits

Source: National Bank of Serbia, Erste Group

Despite losing market shares in the lending business Erste Bank
Serbia defended its top ten position on the market. In terms of
total assets, the bank’s market share decreased slightly to 6.1%.
Its market share in customer loans decreased to 6.9% mainly due
to aggressive pricing policies of some competitors. At 7.1%, the
bank’s market share in corporate loans was marginally higher
than in retail loans. Erste Bank Serbia’s customer deposit market
share remained almost unchanged at 6.4%. Euro-denominated
deposits significantly outgrew Serbian dinar deposits. Overall,
the bank’s loan-to-deposit ratio stood at a healthy 84.1%.



Business review

Interview with Jasna Terzic,
CEO of Erste Bank Serbia

How did the competitive environment change?

In 2024, despite a downward trend in Euribor, interest rates re-
mained high at 7 to 8%, which significantly impacted loan de-
mand. As a result, the corporate loan book in Serbia grew by
only around 2.5%. Many businesses postponed borrowing, an-
ticipating further rate cuts, while some banks introduced lower
fixed-rate loans, betting on falling market rates. At the same
time, we observed significant excess liquidity on the liability
side, leading to cheaper deposits. However, at Erste Bank Serbia,
we saw only a modest 25 basis points reduction in corporate in-
terest expenses.

The solid economic momentum from late 2023 continued into
2024, and Serbia achieved approximately 4% real GDP growth,
one of the best in the region. Declining inflation, a tight labour
market, and rising wages have boosted real disposable income
and domestic spending. Additionally, strong public investments
and continued foreign direct investments have supported
growth. The growth contribution from the external balance de-
clined slightly, as imports grew faster than exports.

On the credit side, retail lending expanded, with cash loans
growing at a double-digit rate, while the corporate business
posted mid-single-digit growth as businesses awaited ECB and
National Bank of Serbia monetary easing. Mortgage loans also
saw strong growth, supported by the NBS interest rate cap.

Importantly, Serbia achieved its first-ever investment-grade
credit rating, BBB- from S&P, in 2024, while Fitch and Moody’s
remain below investment grade but with positive outlooks.

How did you manage to successfully differentiate your
business activities from those of your competitors?

At Erste Bank Serbia, our key differentiator has always been a
strong client focus — rather than simply selling products, we
strive to provide real solutions tailored to customer needs. This
approach has been well recognised, as reflected in our SME CXI
index results-confirming high client satisfaction.

Additionally, we have maintained a leading role in financing re-
newable energy projects, setting ourselves apart through a

strong commitment to sustainability. Beyond financing, we ac-
tively contribute to decarbonisation by improving our own en-
ergy efficiency, reducing transport emissions, and fostering a
culture of sustainability. This holistic approach has allowed us
to significantly expand our green financing and strengthen our
position as a market leader.

Moreover, sustainability is embedded in our retail banking
strategy. By prioritising ESG principles, we have introduced in-
novative products such as green mortgages with better pricing,
loans for housing associations, and energy-efficiency loans for
home renovations. Our continuous focus on customer experi-
ence and responsible banking ensures that we remain among
the top banks in Serbia when it comes to client satisfaction and
sustainable financial solutions.

Looking back at the year, what major achievements or
challenges were especially noteworthy?

Looking back, we take pride in several major achievements that
reaffirm our leadership in key areas. As a payment bank and one
of the six issuer banks for Serbia’s largest corporate bond (EUR
900 million), we played a pivotal role in capital markets develop-
ment. Our FX sales performance was another highlight, exceed-
ing last year’s results by 37%. Erste Bank Serbia was the first
bank in the country to sign an MREL-eligible loan with the In-
ternational Finance Corporation in a volume of EUR 65 million.

Our leadership in sustainability and ESG excellence was widely
recognised. We became the first bank in Serbia to receive the
ESG Leader 2024 award from PwC for our environmental strat-
egy. The EBRD Gold Sustainability Award honoured us for pio-
neering the first loan to a housing association, while we also
earned the EBRD Certificate of Excellence for Environmental
Innovation. Additionally, our commitment to sustainable fi-
nance was reinforced through the CSP Programme (N.B. Certi-
fied Sustainability Professional) and the launch of Go Green.
Beyond the environmental impact, we were recognised as the
Most Inclusive Employer 2024 for our dedication to social re-
sponsibility and named Sustainability Champions 2024 for driv-
ing climate action.

These milestones reflect both our achievements and the ongo-

ing challenge of driving meaningful change in an evolving fi-
nancial landscape.
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Financial review

in EUR million 2023 2024 Change
Net interest income 101 112 10 8%
Net fee and commission income 24 27 14 8%
Net trading result and gains/losses from financial instruments at FVPL 7 12 62 3%
Operating income 134 156 16 3%
Operating expenses -91 -96 5 8%
Operating result 43 60 38 3%
Cost/income ratio 67 7% 61 6%

Impairment result from financial instruments -9 -9 0 2%
Other result 1 2 >100 0%
Net result attributable to owners of the parent 26 38 46 4%
Return on allocated capital 10 3% 13 0%

The segment analysis is done on a constant currency basis. The
Serbian Dinar (RSD) was largely stable against the EUR com-
pared to the same period of the last year. Net interest income in
the Serbia segment (comprising Erste Bank Serbia Group) in-
creased due to higher loan volumes and higher average interest
rates. Net fee and commission income increased mainly due to
higher payment, documentary and insurance brokerage fees.
The net trading result and gains/losses from financial instru-
ments at FVPL improved on a higher contribution of foreign
currency transactions. Operating expenses rose mainly due to
higher personnel expenses and depreciation. The contribution
to the deposit insurance fund amounted to EUR 6 million (EUR
5 million). Consequently, operating result increased, and the
cost/income ratio improved significantly. Impairment result
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from financial instruments remained stable. Other result im-
proved on lower provisions for legal expenses. Overall, the net
result attributable to owners of the parent increased.

Credit risk

Credit risk exposure in the Serbia segment rose significantly to
EUR 4.3 billion (+10.0%). Loans to customers increased to EUR
2.3 billion (+3.9%). Retail loans grew at a faster pace (+5.5%)
than corporate loans (+2.3%). Non-performing loans improved
slightly to 2.6% (2.7%) of total loans to customers. Loan loss pro-
visions stood at 103.5% (108.8%) of non-performing loans.
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TEMPLATE 5 TAXONOMY NON-ELIGIBLE ECONOMIC ACTIVITIES - AUM KPI FLOW, TURNOVER-BASED VIEW

Row Economic activities Amount Percentage

Amount and proportion of economic activity referred to in row 1 of Template 1 that is taxonomy-non-
eligible in accordance with Section 4 26 of Annexes | and Il to Delegated Regulation 2021/2139 in the
1 denominator of the applicable KPI 1 001%

Amount and proportion of economic activity referred to in row 2 of Template 1 that is taxonomy-non-
eligible in accordance with Section 4 27 of Annexes | and |l to Delegated Regulation 2021/2139 in the
2 denominator of the applicable KPI (o] 0 00%

Amount and proportion of economic activity referred to in row 3 of Template 1 that is taxonomy-non-
eligible in accordance with Section 4 28 of Annexes | and |l to Delegated Regulation 2021/2139 in the
3 denominator of the applicable KPI 6 0 05%

Amount and proportion of economic activity referred to in row 4 of Template 1 that is taxonomy-non-
eligible in accordance with Section 4 29 of Annexes | and |l to Delegated Regulation 2021/2139 in the
4 denominator of the applicable KPI 2 0 02%

Amount and proportion of economic activity referred to in row 5 of Template 1 that is taxonomy-non-
eligible in accordance with Section 4 30 of Annexes | and Il to Delegated Regulation 2021/2139 in the
5 denominator of the applicable KPI 32 0 30%

Amount and proportion of economic activity referred to in row 6 of Template 1 that is taxonomy-non-
eligible in accordance with Section 4 31 of Annexes | and |l to Delegated Regulation 2021/2139 in the

6 denominator of the applicable KPI 1 001%
Amount and proportion of other taxonomy-non-eligible economic activities not referred to in rows 1 to 6

7 above in the denominator of the applicable KPI 7733 73 87%
Total amount and proportion of taxonomy-non-eligible economic activities in the denominator of the

8 applicable KPI 7,774 74.26%
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TEMPLATE 2 TAXONOMY-ALIGNED ECONOMIC ACTIVITIES (DENOMINATOR) - AUM KPI FLOW, CAPEX-BASED
VIEW

Amount and proportion (the information is to be presented in
monetary amounts and as percentages)

Climate change Climate change
CCM + CCA mitigation (CCM) adaptation (CCA)
Row Economic activities Amount %  Amount %  Amount %

Amount and proportion of taxonomy- aligned economic activity
referred to in Section 4 26 of Annexes | and Il to Delegated
1 Regulation 2021/2139 in the denominator of the applicable KPI 1 001% 1 001% - 0 00%

Amount and proportion of taxonomy- aligned economic activity
referred to in Section 4 27 of Annexes | and Il to Delegated
2 Regulation 2021/2139 in the denominator of the applicable KPI 4 0 03% 4 0 03% - 0 00%

Amount and proportion of taxonomy- aligned economic activity
referred to in Section 4 28 of Annexes | and Il to Delegated
3 Regulation 2021/2139 in the denominator of the applicable KPI 18 017% 18 017% - 0 00%

Amount and proportion of taxonomy- aligned economic activity
referred to in Section 4 29 of Annexes | and Il to Delegated
4 Regulation 2021/2139 in the denominator of the applicable KPI 2 0 02% 2 0 02% - 0 00%

Amount and proportion of taxonomy- aligned economic activity
referred to in Section 4 30 of Annexes | and Il to Delegated
5 Regulation 2021/2139 in the denominator of the applicable KPI 2 002% 2 002% - 0 00%

Amount and proportion of taxonomy- aligned economic activity
referred to in Section 4 31 of Annexes | and Il to Delegated
6 Regulation 2021/2139 in the denominator of the applicable KPI 1 001% 1 001% - 0 00%

Amount and proportion of other taxonomy-aligned economic
activities not referred to in rows 1 to 6 above in the denominator of
7 the applicable KPI 1127 10 77% 1104 10 54% 23 022%

8 Total applicable KPI 1,154 11.03% 1,131 10.81% 23 0.22%

TEMPLATE 3 TAXONOMY-ALIGNED ECONOMIC ACTIVITIES (NUMERATOR) - AUM KPI FLOW, CAPEX-BASED VIEW

Amount and proportion (the information is to be presented in
monetary amounts and as percentages)

Climate change Climate change
CCM + CCA mitigation (CCM) adaptation (CCA)
Row Economic activities Amount % Amount % Amount %

Amount and proportion of taxonomy- aligned economic activity
referred to in Section 4 26 of Annexes | and Il to Delegated
1 Regulation 2021/2139 in the numerator of the applicable KPI 1 0 06% 1 007% - 0 00%

Amount and proportion of taxonomy- aligned economic activity
referred to in Section 4 27 of Annexes | and Il to Delegated
2 Regulation 2021/2139 in the numerator of the applicable KPI 4 031% 4 032% - 0 00%

Amount and proportion of taxonomy- aligned economic activity
referred to in Section 4 28 of Annexes | and Il to Delegated
3 Regulation 2021/2139 in the numerator of the applicable KPI 18 156% 18 1 60% - 0 00%

Amount and proportion of taxonomy- aligned economic activity
referred to in Section 4 29 of Annexes | and Il to Delegated
4 Regulation 2021/2139 in the numerator of the applicable KPI 2 021% 2 021% - 0 00%

Amount and proportion of taxonomy-aligned economic activity
referred to in Section 4 30 of Annexes | and Il to Delegated
5 Regulation 2021/2139 in the numerator of the applicable KPI 2 0 15% 2 0 15% - 0 00%

Amount and proportion of taxonomy- aligned economic activity
referred to in Section 4 31 of Annexes | and Il to Delegated
6 Regulation 2021/2139 in the numerator of the applicable KPI 1 0 08% 1 0 08% - 0 00%

Amount and proportion of other taxonomy-aligned economic
activities not referred to in rows 1 to 6 above in the numerator of

7 the applicable KPI 1127 97 62% 1104 97 58% 23 100 00%
Total amount and proportion of taxonomy-aligned economic
8 activities in the numerator of the applicable KPI 1,154 100.00% 1,131 100.00% 23 100.00%
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TEMPLATE 4 TAXONOMY-ELIGIBLE BUT NOT TAXONOMY-ALIGNED ECONOMIC ACTIVITIES - AUM KPI FLOW,
CAPEX-BASED VIEW

Amount and proportion (the information is to be presented in
monetary amounts and as percentages)

Climate change Climate change
CCM + CCA mitigation (CCM) adaptation (CCA)
Row Economic activities Amount %  Amount %  Amount %

Amount and proportion of taxonomy- eligible but not taxonomy-
aligned economic activity referred to in Section 4 26 of Annexes | and
Il to Delegated Regulation 2021/2139 in the denominator of the
1 applicable KPI 0 0 00% 0 0 00% - 0 00%

Amount and proportion of taxonomy-eligible but not taxonomy-
aligned economic activity referred to in Section 4 27 of Annexes | and
Il to Delegated Regulation 2021/2139 in the denominator of the
2 applicable KPI 0 0 00% 0 0 00% - 0 00%

Amount and proportion of taxonomy- eligible but not taxonomy-
aligned economic activity referred to in Section 4 28 of Annexes | and
Il to Delegated Regulation 2021/2139 in the denominator of the
3 applicable KPI 1 001% 1 001% - 0 00%

Amount and proportion of taxonomy- eligible but not taxonomy-
aligned economic activity referred to in Section 4 29 of Annexes | and
Il to Delegated Regulation 2021/2139 in the denominator of the
4 applicable KPI 17 016% 16 015% 1 001%

Amount and proportion of taxonomy-eligible but not taxonomy-
aligned economic activity referred to in Section 4 30 of Annexes | and
Il to Delegated Regulation 2021/2139 in the denominator of the
5 applicable KPI 82 0 78% 82 0 78% - 0 00%

Amount and proportion of taxonomy- eligible but not taxonomy-
aligned economic activity referred to in Section 4 31 of Annexes | and
Il to Delegated Regulation 2021/2139 in the denominator of the
6 applicable KPI 10 0 10% 10 0 10% - 0 00%

Amount and proportion of other taxonomy-eligible but not
taxonomy-aligned economic activities not referred to in rows 1 to 6
7 above in the denominator of the applicable KPI 1714 16 37% 1635 1562% 79 0 76%

Total amount and proportion of taxonomy eligible but not
taxonomy- aligned economic activities in the denominator of the
8 applicable KPI 1,824 17.42% 1,743 16.65% 80 0.77%

TEMPLATE 5 TAXONOMY NON-ELIGIBLE ECONOMIC ACTIVITIES - AUM KPI FLOW, CAPEX-BASED VIEW

Row Economic activities Amount Percentage

Amount and proportion of economic activity referred to in row 1 of Template 1 that is taxonomy-non-
eligible in accordance with Section 4 26 of Annexes | and |l to Delegated Regulation 2021/2139 in the
1 denominator of the applicable KPI (o] 0 00%
Amount and proportion of economic activity referred to in row 2 of Template 1 that is taxonomy-non-
eligible in accordance with Section 4 27 of Annexes | and Il to Delegated Regulation 2021/2139 in the
2 denominator of the applicable KPI 12 011%

Amount and proportion of economic activity referred to in row 3 of Template 1 that is taxonomy-non-
eligible in accordance with Section 4 28 of Annexes | and Il to Delegated Regulation 2021/2139 in the
3 denominator of the applicable KPI 3 0 03%

Amount and proportion of economic activity referred to in row 4 of Template 1 that is taxonomy-non-
eligible in accordance with Section 4 29 of Annexes | and |l to Delegated Regulation 2021/2139 in the
4 denominator of the applicable KPI 1 001%
Amount and proportion of economic activity referred to in row 5 of Template 1 that is taxonomy-non-
eligible in accordance with Section 4 30 of Annexes | and |l to Delegated Regulation 2021/2139 in the
5 denominator of the applicable KPI 32 0 30%

Amount and proportion of economic activity referred to in row 6 of Template 1 that is taxonomy-non-
eligible in accordance with Section 4 31 of Annexes | and Il to Delegated Regulation 2021/2139 in the

6 denominator of the applicable KPI (] 0 00%
Amount and proportion of other taxonomy-non-eligible economic activities not referred to in rows 1 to 6

7 above in the denominator of the applicable KPI 7 255 69 30%
Total amount and proportion of taxonomy-non-eligible economic activities in the denominator of the

8 applicable KPI 7,302 69.76%
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Climate change

Erste Group addresses climate change within its sustainability strategy. Transitioning to net zero, based on science-based decarboni-
sation pathways, is crucial for long-term wellbeing, financial stability and overall prosperity. Committed to the Paris Climate Agree-
ment, Erste Group joined the Net Zero Banking Alliance (NZBA) in November 2021.

Erste Group’s double materiality analysis (DMA) identifies climate change as a key issue affecting its business and stakeholders. As
aleading provider of financial services, Erste Group aims to address the impact of its own operations and its financing and investment
activities on climate change. To support this transition, it adheres to strict sustainability criteria for finance and investment. These
criteria focus on climate change adaptation, mitigation, renewable energy deployment and enhanced energy efficiency.

E1l SBM-3 - MATERIAL IMPACTS, RISKS AND OPPORTUNITIES AND THEIR
INTERACTION WITH STRATEGY AND BUSINESS MODEL

Material impacts, risks and opportunities (IROs)

Sustainability o - Time
matter Type of IRO IRO description Value chain horizon
Potential Through the financing of climate-change adaptation solutions Erste Group has a .
P L2 . s . . Portfolio Long-term
positive impact  positive impact on reducing vulnerabilities to climate change impacts
Erste Group faces a higher credit risk as climate-related physical risks can lead
to a devaluation of collateral and/or to negative effects on the business models Medium- and
E1-Climate Risk and lastly financial stability of debtors The consequences are increased risk Portfolio
- A . long-term
change provisions for Erste Group and connected negative impacts to its P&L and own
adaptation funds
For Erste Group additional financial opportunities arise from the financing of and
Opportunit investments into companies that offer solutions for adapting to climate change Portfolio All time
PP 4 and the funding of adaptation solutions in the real estate market (residential and horizons
commercial real estate)
- The COze emissions of Erste Group's own operations and in the upstream value Upstream &
Negative impact - . : } ; Long-term
chain contribute to climate change and thus to global warming Own operations
L The financed COe emissions of Erste Group contribute to climate change and .
Negative impact . Portfolio Long-term
therefore to global warming
E1-Climate Erste Group faces a higher credit risk as climate-related transition events (e g
carbon pricing and regulatory interventions) can lead to negative effects on the .
change ) o ; ) - - . All time
e Risk profitability of business models and the financial stability of debtors The Portfolio .
mitigation ; : e horizons
consequences are increased risk provisions for Erste Group and connected
negative impacts to its P&L and own funds
For Erste Group additional financial opportunities arise from investments into and .
. : : . ] o s . All time
Opportunity the financing of customers supporting their decarbonisation and transition toa  Portfolio horizons
sustainable state
Negative impact Thg energy mix (electricity fut_el and heat!ng) used by Erste Group creates COze  Upstream &' Long-term
emissions and therefore contributes to climate change Own operations
Investments in and financing of energy-intensive companies that still rely on
Negative impact fossil fuels lead to high COze emissions which in turn contribute to climate Portfolio Long-term
change
Erste Group's financing of renewable energy projects enables COze -neutral All time
Positive impact energy production which is necessary for the transition to an economic system Portfolio .
o . horizons
E1-Energy within the planetary boundaries
Price instability on the energy market due to climate change can result in
Risk decreased profitability in companies in energy-intensive sectors as well as Portfolio All time
liquidity shortage of retail clients leading to a higher default risk and a related horizons
increase in risk provisions for Erste Group impacting P&L as well as own funds
Erste Group's financing of and investments into renewable energy projects (e g .
. . All time
Opportunity pumped storage power plants green hydrogen) enables CO.e -neutral energy Portfolio horizons

production and offers new opportunities for the portfolio

RESILIENCE OF THE BUSINESS MODEL

The increasing volatility and uncertainty in the global climate and environmental landscape necessitate a rigorous evaluation of
business model resilience. As climate and environmental (CE) risks continue to shape financial markets and operational paradigms,
organisations must adapt their strategic frameworks to ensure long-term sustainability and growth. Erste Group has implemented a
comprehensive scenario-based approach to assess and quantify CE risks in the short-, medium and long-term on own operations,
client relationships and the asset portfolio. The systematic analysis of potential future scenarios enables the identification of oppor-
tunities for enhanced resilience and adaptation.

Transition risk analytical framework: scenario overview

Erste Group’s analytical framework incorporates scenarios informed by the Network for Greening the Financial System (NGFS) to
assess transition risks arising from the transition to a climate-neutral economy. These scenarios encompass four distinct pathways:
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(1) Net Zero 2050, (2) Below 2°C, (3) Delayed Transition as well as (4) Hot House World. Each scenario models different assumptions
about the timing and intensity of climate policy actions and technological developments: the Net Zero 2050 scenario represents an
orderly path to net-zero emissions by 2050, while the Below 2°C scenario achieves climate goals but with less ambitious timing. In
contrast, the Hot House World scenario assumes minimal climate action, leading to severe physical risks.

Physical risk analytical framework: scenario overview

For the assessment of physical risks, including extreme weather events and gradual climatic changes, Erste Group employs the Rep-
resentative Concentration Pathway (RCP) scenarios established by the Intergovernmental Panel on Climate Change (IPCC). These
internationally recognised scenarios provide standardised trajectories of greenhouse gas concentrations, enabling robust modelling
of potential climate outcomes under various emission pathways. The RCP framework encompasses multiple scenarios, from ambi-
tious climate action and low emissions (e.g., RCP 2.6) to high-emission pathways with limited mitigation measures (e.g., RCP 8.5).
The scenario labelling does not correspond to the temperature increase; for instance, scenario RCP 4.5 corresponds to a temperature
increase of 2.1 to 3.5°C in the long-term.

Transition risk: selected scenario analysis

After testing and analysing all four scenarios, the Delayed Transition scenario is selected and applied in the subsequent in-depth
analysis laid out in this statement, as global mitigation efforts in line with a Net Zero 2050 scenario are not materialising, but high-
emissions scenarios such as the Hot House World may very well still be preventable. The Delayed Transition scenario examines the
implications of a rapid, disorderly transition to a low-carbon economy, characterised by sudden policy changes and market disrup-
tions as countries rush to meet the Paris Agreement target of limiting global warming to well below 2°C. The scenario analysis pre-
sented here focuses on disorderly transitioning as a downside risk assessment tool. As such, it aims to evaluate potential financial
impacts in adverse conditions and does not represent Erste Group’s baseline view on future development.

Physical risk: selected scenario analysis

Following consultation with climate science experts from the Wegener Centre for Climate and Global Change at the University of
Graz, Erste Group has currently identified the RCP 4.5 scenario as the most appropriate framework for their climate risk analysis.
This intermediate emissions pathway has been selected based on thorough evaluation of current global climate trajectories and policy
developments. The assessment indicates that while more optimistic scenarios such as RCP 2.6 are no longer feasible given the current
pace of global climate action, high-emissions pathways like RCP 8.5 seem less realistic given current global emission reduction targets.
The RCP 4.5 scenario models feasible reduction efforts and provides a realistic baseline for strategic planning.

Scope of the resilience analysis

Erste Group conducts an extensive assessment of the resilience of its business model to climate-related and environmental risks as
an integral part of the strategic planning and risk management process. The identification and analysis of current and probable future
developments is done from both perspectives (1) impact on risk profile and (2) business opportunities.

The resilience assessment is performed by considering both transition and physical risks in two key internal processes, namely the
Business Environment Scan (BES) and the Risk Materiality Assessment (RMA). Furthermore, business model resilience to CE risks
is assessed by integration of physical risks in the Collateral Management Framework. Erste Group also assesses these risks at the
client level through an ESG questionnaire and integrates them into the risk analysis of the credit application process.

The scope of the resilience analysis encompasses the most significant parts of Erste Group’s portfolio and own operations, making it
representative of its business model.

Scope for transition risk evaluation:

— clients including large corporates, SMEs and real estate (commercial real estate including income producing residential real estate
and retail mortgages)

— Erste Group’s own operations

Scope for physical risk evaluation:
— loans collateralised by real estate (commercial real estate including income producing residential real estate and retail mortgages)
— Erste Group’s own and outsourced operations (i.e. headquarters and branches incl. critical facilities like data centres)

Beyond collateralised assets, physical risk assessment is planned to be extended also to large corporate customers and will rely on the
availability of geolocation data for clients’ assets (i.e. major production sites). The process of collecting such geolocation data is cur-
rently under consideration. Once this data becomes available, the assessment of physical risks will be further enhanced.

The assessment of CE risks is conducted over the short-, medium and long-term horizons. The time horizons used for the physical
and transition risk assessments are as follows:

— short-term: up to 1 year

— medium-term: 1 to 5 years
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— long-term: more than 5 years (for transition risk up to 2050, for physical risks up to 2100)

Physical risks from climate change are expected to materialise in credit risk starting from the middle of the century. Consequently,
the short- and medium-term horizons show similar outcomes, with substantial differences becoming more apparent in the long-term
horizon (2050 and beyond). To emphasise the importance of a long-term outlook, Erste Group has implemented an additional time
horizon (2050-2100). This horizon applies to physical risks and allows Erste Group to develop a comprehensive understanding of
future risks and to increase preparedness for the full spectrum of climate-related physical risks.

Description of the resilience analysis

The resilience analysis starts with the Business Environment Scan (BES) identifying potential threats or opportunities resulting from
the transition to a climate-neutral economy or due to physical risks. The main objective of the BES is to offer a comprehensive un-
derstanding of the changes in the operational environment, the drivers, CE risk events and the resulting implications for Erste
Group’s clients, assets, real estate and overall business model. The sub-portfolio(s), business lines and industry sectors as well as
regions or geographic areas, which may be exposed to elevated risks, are identified based on scientific and socioeconomic research
as well as technological and demographic trends. This approach is also used to pinpoint areas where emerging trends and changes
in the operational environment can generate new business opportunities.

The resilience analysis for the transition risk is performed based on scenario analysis and the impacts of transition risk drivers on
Erste Group through key risks from its inventory (credit, market, liquidity, operational, strategic and reputational risk). The scenarios
employed to assess transition risk are informed by NGFS but internally adapted to reflect the specifics of Erste Group’s business
model, drawing on insights from the BES across relevant sectors (industries) and portfolios. While the overall framework follows the
intergovernmental bodies’ and standard-setters’ vision of a delayed transition, details — such as narrative elements, risk parameters
and transmission channels — are refined to reflect the characteristics of Erste Group’s business model and clients, as well as the
operational and geographic context. Additionally, the scenario incorporates an extra layer of downside risk assumptions for societal
transitions unrelated to climate, i.e. environmental risks, acknowledging that such shifts could realistically occur alongside climate
transition efforts.

The methodology for the transition risk assessment focuses on the impact of increasing (shadow) carbon prices on the financial
position of counterparties. This (shadow) carbon price encompasses a multitude of risk drivers related to transition risk and is there-
fore a prudent way to quantify the risk impact. The modelling reflects the direct impact of a higher carbon price on counterparties as
well as the indirect effects of macroeconomic developments. The macroeconomic parameters were derived from the regulatory sce-
narios as well as the economic research department of Erste Group and cover each critical sector individually in a projection of the
gross value added. The developments are based on each scenario’s narrative tailored to the current economic starting points of key
markets. Critical assumptions on developments are therefore aligned to regulatory as well as scientific scenarios.

The impact of physical risks is assessed based on MunichRe data as the primary source. The most relevant physical risks for real
estate in the core region of Erste Bank were defined in cooperation with experts from the Wegener Centre for Climate and Global
Change, University of Graz. They include heat stress, drought stress, fire weather stress, river floods and coastal floods.

Erste Group’s RMA framework systematically evaluates the impact of climate and environmental risk drivers on various risk types,
including credit, operational, market, liquidity, strategic and reputational risks. This analysis is conducted at two levels: first, by
examining client portfolios and business segments and second, by assessing own operations as well as key suppliers such as data
centres and outsourcing partners.

When assessing client portfolios, one of the primary risk metrics is the potential effect on expected credit loss (ECL). ECL estimates
potential future losses by considering both the borrowers’ probability of default and the potential amount lost in such events. In the
context of resilience analysis, ECL allows for the quantification of future credit losses arising from climate and environmental risks
under various future scenarios. For Erste Group’s own operations, the impact is simulated on the profit and loss (P&L) statement, as
it provides a comprehensive measure of financial performance by capturing both revenues and expenses, thereby helping to identify
how CE risks could affect overall profitability.

The evaluation of transition risks is based on insights from the transition risk scenario analysis. More specifically, downside scenario
analysis is used to assess potential financial impacts if the transition of the economy unfolds in a disorderly fashion.

The physical risk assessment combines quantitative analyses, utilising MunichRe’s climate risk data and the results from internal
stress testing programmes, which simulate extreme climate scenarios to evaluate portfolio resilience.

To evaluate the business model resilience, it is essential to quantify the gross impact of CE risk and assess the effectiveness of Erste

Group'’s strategic responses and mitigation actions to determine the net impact. This process involves comparing the financial impact
of the transition risk scenario with and without mitigating actions (i.e., the decarbonisation strategy). The subsequent comparison
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helps determine the effectiveness of the strategies and reveals whether they provide the expected cost-benefits and resilience for the
business model.

At the core of the assessment of the resilience of Erste Group’s business model to CE risks also lies the inclusion of the impact
assessment of physical risks on the real estate taken as collateral for loans issued by the group. The value of real estate used by clients
as collateral for loans is adjusted based on the property’s exposure to CE risks. The value of this collateral influences the risk associ-
ated with the loans it secures, and this level of risk is reflected in the risk-weighted assets (RWA).

In terms of collateral management, to account for future climate risks in property valuation, a reasonable timespan for the assessment
of physical risks is necessary. The 20-year period around 2050 (2041-2060) is considered the most appropriate, given the lending
standards of Erste Group. Within this period, the difference in climate projections between moderate emission scenarios (RCP 4.5)
and the high emission scenario (RCP 8.5) shows no significant deviation.

Results of the resilience analysis
The outcomes of the resilience analysis are as follows:

Transition Risk

— Credit Risk: The analysis conducted by Erste Group indicates notable exposure to transition-induced credit risk across all time
horizons in case the transition to low-carbon economy occurs disorderly. The transition risk on the credit risk exposure is driven
largely by climate-related factors and drivers such as environmental taxation and subsidies, regulatory requirements, energy and
transport policies, behavioural changes of investors, consumers, suppliers and employees as well as technological developments,
while non-climate related drivers are immaterial. Looking towards medium and long-term time horizons, these transition risks
intensify, with impacts gradually spreading across an expanding range of sectors. This scenario and its impact do not reflect Erste
Group’s most likely or baseline scenario, but serve as exploratory analysis to assess the exposure to transition risk in the event
disorderly and abrupt manner. Under the baseline or orderly transition scenario, the direct impact of the transition risk drivers
on Erste Group is significantly smaller and limited.

— Operational Risk: From an operational risk perspective, two of the most relevant transition risk drivers have been identified in
the medium- and long-term horizon. First, there is an increased risk of regulatory non-compliance due to rapidly evolving ESG
requirements and heightened regulatory oversight. Second, shifting behaviours and expectations of stakeholders (consumers,
suppliers and employees) regarding environmental performance create additional operational challenges that require careful
management. Both factors contribute materially to the overall operational risk profile.

— Market, Liquidity and Reputational Risk: The evaluation concluded that no material transition risks were identified across all
time horizons — short-, medium- and long-term.

Physical Risk

— Credit and Strategic Risk: According to Erste Group’s assessment, physical risks are a material driver for long-term credit and
strategic risk. This projection is based on forecasts indicating that (predominantly) climate-related physical hazards will materi-
alise and intensify from the mid-century onwards, thereby impacting the portfolio and strategic position of Erste Group. However,
in the short- and medium-term, physical risks are considered immaterial due to Erste Group’s limited exposure to regions or
sectors that are particularly vulnerable.

— Operational Risk: For internal operations, Erste Group identifies physical risks as a material driver in the mid-term, primarily due
to the potential for river floods to impact facilities in Austria, Croatia, Slovakia and Serbia. Looking further ahead, up to the year
2100, heat waves threaten to pose substantial challenges to operations in Romania, Croatia and Serbia.

— Market, Liquidity and Reputational Risk: The evaluation concluded that no material physical risks were identified across all time
horizons — short-, medium- and long-term.

Decarbonisation strategy

— Erste Group’s current decarbonisation strategy is well aligned to NGFS scenarios ‘Net Zero 2050” and ‘Below 2°C’. The strategy
also performs well in the NGFS scenario ‘Delayed Transition’. The established decarbonisation pathways for key sectors affected
by transition risk help mitigate Erste Group’s credit losses from climate and environmental risks. This aligns with the Paris Agree-
ment’s Net Zero 2050 scenario. Further information on the established decarbonisation pathways can be found in chapter E1-4.

Erste Group has strengthened risk management processes by embedding CE factors into the core underwriting and collateral man-
agement frameworks. To mitigate physical risks, Erste Group continuously monitors and reports on collaterals, focusing on countries
with very high risk. Furthermore, Erste Group has updated its collateral policy to include detailed guidelines for assessing increased
physical risks in both residential and commercial real estate valuations.

TRANSITION RISKS

To provide a comprehensive understanding of how climate and environmental transition risks are embedded within the internal
processes, Erste Group analyses the transmission channels, the scenarios used, and their impact on credit and operational risk. These
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two risk types are considered materially exposed to transition risk in at least one time horizon. This section highlights the mechanisms
through which transition risks impact Erste Group’s business, including the specific pathways and risk factors that influence credit
and operational risk profiles. By doing so, Erste Group ensures transparency and demonstrates a commitment to robust risk manage-
ment practices in the face of evolving environmental challenges.

Erste Group identified several climate-related transition events from the fields of politics and economics, market participant behavior
and technological development and these impacts were considered on the probability of default, loss given default, risk-weighted
assets and expected credit loss

For each risk driver, impacts have been identified for each customer segment and for own operations:

Large corporates and SMEs. Regulatory requirements and environmental taxation significantly increase operational and capital
expenditure for corporates. This results in higher default probabilities and increased credit risk, especially for industries with high
exposure to carbon-intensive activities.

Real estate (commercial real estate including income producing residential real estate and retail mortgages). Market
sentiment and rising renovation costs, driven by energy and transport regulations, create income vulnerabilities for households.
These pressures lead to greater difficulties in meeting loan obligations, increasing default probabilities and associated credit losses,
particularly for low-income households.

Own Operations. For Erste Group’s own operations, regulatory requirements and climate-related compliance obligations increase
operational expenditures, such as investments in IT systems and sustainability reporting capabilities. Additionally, reputational risks
stemming from stakeholder expectations regarding environmental performance and competitive pressures from sustainability-fo-
cused peers may further elevate credit and strategic risk.

Through this framework, Erste Group systematically evaluates and manages credit risk across all customer segments, ensuring resil-
ience in its portfolio while addressing the financial impacts of transition risk.

The selected scenario applied by Erste Group to evaluate transition risk is broadly based on the NGFS scenario ‘delayed transition’
and its respective working hypothesis of a society first doing too little to mitigate climate change and then pushing with severe effort
to reach a net zero society. Hence, this scenario is more adverse than an ‘orderly transition’ which suffers much less stress due to an
organised effort of society to reach the net zero target with a longer potential transition period for economies. In the delayed transition
scenario, the stress is expected to increase due to firms continuing to struggle to decarbonise or to transition, needing higher invest-
ment volumes to switch their business model to more sustainable technologies. This will have continued effects on their financial
position and creditworthiness, particularly on COze-intensive ‘brown’ industries, which are less prepared to adapt quickly. Erste
Group added to the ‘Delayed Transition’ scenario an immediate shock of carbon prices in 2025. This way the potential worst impact
in short-term horizon was simulated. By doing so, an adverse but plausible scenario was adopted while also creating the conditions
to calculate the quantitative impact in the amount of EUR 771 million for the pre-defined short-term horizon. A similar approach
was already taken in the ECB Climate Stress Test of 2022, which assessed the financial stability of the EU financial system, under-
scoring the prudence of selecting this scenario.

The materiality of the risk is determined by comparing the increase in expected credit loss (ECL) in the accelerated delayed transition
scenario to a defined threshold of 1.75% of Pillar 2 capital. The results are then categorised as either ‘material’ or ‘immaterial’ across
the three-time horizons. To determine the potential ECL increase, Erste Group conducted a simulation of the effects on transition
risk on the ECL on a gross basis. This means that impact calculations exclude any management actions or mitigation efforts. However,
in practice, the bank has made significant efforts to mitigate transition risk, inter alia, by setting decarbonisation targets. The calcu-
lated ECL increase represents the potential financial effect contingent only on a sensitivity analysis of the accelerated delayed tran-
sition scenario and is not considered in the IFRS 9 ECL. The 1.75%-threshold of Pillar 2 capital is exceeded for every considered time
horizon, indicating that the simulated risk on a gross basis, i.e. before mitigation actions, is material.

Besides the conducted materiality assessment of transition risk, the Forward-Looking Best-Estimate Weighted Average Carbon In-
tensity (WACI) offers insights into Erste Group’s exposure to transition risks across different climate scenarios. The WACI includes
the asset classes business loans, project finance and corporate bonds and with a total portfolio exposure of EUR 86 billion as of
December 2024, the actual WACI amounts to 168 tCOze per million EUR turnover, incorporating scope 1 and 2 emissions. scope 3
emissions have been excluded from the calculation due to inherent forecast uncertainties. The maximum value of the short-term
time horizon is set to be equal to the actual WACI observed in December 2024 to establish a baseline for the future forecasts. Emissions
projections based on climate scenarios suggest differing trends in carbon intensity depending on the pace and ambition of decarbon-
isation efforts. Ambitious pathways, such as the ‘Net Zero 2050’ scenario, show the steepest decline, while limited-policy scenarios,
such as ‘Current Policies’, indicate minimal reductions, emphasising the potential financial impact of delayed action.
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