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STATEMENT
on the consolidated annual financial statements of 2011
and on the Report of the Management
Pursuant to Ministry of Finance Decree no. 24/2008 (VIII.15.)

MKB Bank Zrt (hereinafter: Bank) declares concerning its consolidated annual
financial statements — accepted by the Annual General Meeting of the Bank on April
25 2012 and audited by an independent auditor - the following statement:

The Bank declares that the consolidated annual financial statements have been
compiled in accordance with the applicable accounting rules. The consolidated
annual financial statements compiled based on the best knowledge of the Bank’s
competent experts and decision making managers present a realistic and reliable
picture on the assets, liabilities, financial position, as well as profits and losses of
the Bank as an issuer of securities and of the consolidated enterprises.

The Bank declares furthermore that the consolidated Report of the Management
provides a reliable picture of the position, situation, development and performance
of the Bank as an issuer of securities and of the consolidated enterprises, and
describes the key risks and uncertainty factors.

Budapest, £ 7. April 2012,
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Independent Auditors’ Report

To the shareholders of MKB Bank Zrt.

Report on the Consolidated Financial Statements

We have audited the accompanying 2011 consolidated financial statements of MKB Bank Zrt.
(hereinafter referred to as “the Bank™), which comprise the consolidated statement of
financial position as at 31 December 2011, which shows total assets of MHUF 2,943,961, the
consolidated statement of comprehensive income, which shows loss for the year of
MHUF 121,026, and the consolidated statements of changes in equity and cash flows for the
year then ended, and notes, comprising a summary of significant accounting policies and
other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated
. financial statements in accordance with International Financial Reporting Standards, as
adopted by the EU and for such internal control as management determines is necessary to
enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based
on our audit. We conducted our audit in accordance with the Hungarian National Standards
on Auditing and applicable laws and regulations in Hungary. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on our
judgment, including the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk assessments, we
consider internal control relevant to the entity’s preparation and fair presentation of the
consolidated financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

KPMG Hungaria Kft , 8 Hungarian limited liability company and

a member firm of the KPMG network of independent member

firms affiliated with KPMG International Cooperative

{"KPMG International”) a Swiss entity.

Company registration Budapest, Févaros: Birésag, no: 01-09-063183
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Opinion

We have audited the consolidated financial statements of MKB Bank Zit., its components and
elements and their documentary support in accordance with Hungarian National Standards on
Auditing and gained sufficient and appropriate evidence that the consolidated financial
statements have been prepared in accordance with International Financial Reporting
Standards as adopted by the EU. In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of MKB Bank Zrt. and its
consolidated subsidiaries as of 31 December 2011, and of their consolidated financial
performance and of the consolidated result of their operations for the year then ended in
accordance with International Financial Reporting Standards as adopted by the EU.

Emphasis of Matter

Without qualifying our opinion we draw attention to Note 5 which describes that as at
December 31, 2011 the Bank did not comply with the capital adequacy requirements set out
in the Act CXII of 1996 on Credit Institutions and Financial Enterprises and the measures the
Bank’s shareholders have taken and plan to take to restore and maintain the Bank’s
compliance with these capital adequacy requirements in 2012.

Report on the Consolidated Business Report
We have audited the accompanying 2011 consolidated business report of MKB Bank Zirt.

Management is responsible for the preparation of the consolidated business report in
accordance with the provisions of the Act on Accounting and accounting principles generally
accepted in Hungary. Our responsibility is to assess whether this consolidated business report
is consistent with the 2011 consolidated annual report. Our work with respect to the
consolidated business report was limited to the assessment of the consistency of the
consolidated business report with the consolidated annual report, and did not include a review
of any information other than that drawn from the audited accounting records of the
Company.

In our opinion, the 2011 consolidated business report of MKB Bank Zrt. is consistent with the
data included in the 2011 consolidated annual report of MKB Bank Zrt.

Budapest, 20" March 2012

KPMG Hungdria Kft.
Registration number: 000202

=

Géibor Agécs
Professional Accountant
Registration number: 005600
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MKB Bank Zrt.
Consolidated Statement of Financial Position as &ecember 31, 2011

Note 2011 2016
Assets
Cash reserves 6 321677 222 442
Loans and advances to banks 7 85 052 75 780
Trading assets 8 57 648 43 787
Derivative assets held for risk management 9 - -
Investments in securities 10 288 925 253 237
Loans and advances to customers 11 1994 633 2177770
Assets from discontinued operations as held fa sal 42 73 889 -
Other assets 12 32681 27 007
Goodwill 13 - 26 224
Deferred tax assets 26 4079 9 465
Investments in jointly controlled entities and asates 14 8 459 11 750
Intangibles, property and equipment 15 76 918 91 726
Total assets 2943 961 2939 14
Liabilities
Amounts due to other banks 16 977 326 965 684
Current and deposit accounts 17 1463472 1467 245
Trading liabilities 18 33463 29 692
Derivative liabilities held for risk management 19 262 276
Liabilities of discontinued operations as heldgate 42 68 994 -
Other liabilities and provisions 20 30 856 26 476
Deferred tax liability 26 5868 2480
Issued debt securities 21 171 145 144 701
Subordinated debt 22 108 486 96 561
Total liabilities 2 859 872 2733115
Equity
Share capital 23 20733 20733
Reserves 24 56 762 178 805
Total equity attributable to equity holders of the Bank 77 495 199 538
Non-controlling interests 25 6 594 6 535
Total equity 84 089 206 073
Total liabilities and equity 2943 961 2939 14

Budapest, 20 March, 2012

Tamas Erdei
Chairman & Chief Executive
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MKB Bank Zrt.
Consolidated Statement of Comprehensive Income fahe year ended December 31,
2011

Note 2011 2014
Income statement:
Interest income 27 168 792 176 564
Interest expense 28 91 765 90 105
Net interest income 77 027 86 45
Net income from commissions and fees 29 14 060 19431
Other operating income / (expense) 30 6 696 (4917)
Impairments and provisions for losses 31 126 363 136 167
Operating expenses 32 74 703 67 157
Share of jointly controlled and associated comp=imiofit / (loss) before taxation (997) (935)
Profit /Loss before taxation (104 280) (103 285
Income tax expense 33 11731 (10 417)
Profit / Loss for the year from continuing operation (116 011) (92 868
Profit for the year from discontinued operation 42 (5015) (15 296)
PROFIT / LOSS FOR THE YEAR (121 026) (108 165|
Other comprehensive income:
Share of other comprehensive income of joint-veegand associates - 56
Revaluation on AFS financial assets 10 (3988) (9 228)
Revaluation of equity put option 24 (4 166) -
Exchange differencies on translating foreign openat 7091 1649

Other comprehensive income for the year net of tax (1 064) (7 523

TOTAL COMPREHENSIVE INCOME FOR THE YEAR (122 090) (115 688
Profit attributable to:
Profit for the period from continuing operation (116 231) (92 359)
Profit for the period from discontinued opeoati (4 561) (13 887)
Shareholders of the bank (120 792) (106 246)
Profit for the period from continuing operation 220 (510)
Profit for the period from discontinued opeoati (454) (1 409)
Non-controlling interests (234) (1919)

Total comprehensive income attributable to:

Total comprehensive income from continuing agien (118 337) (100 204)
Total comprehensive income from discontinueerapon (4 068) (13 713)
Shareholders of the bank (122 405) (113917)
Total comprehensive income from continuing agien 720 (381)
Total comprehensive income from discontinuegration (405) (1391)
Non-controlling interests 315 1772
Net income available to ordinary shareholders (120 792) (106 246)
Average number of ordinary shares outstandingusands) 20733 15 635
Earnings per Ordinary Share (in HUF) 34
Basic (5 826) (6 795)
Fully diluted (5 826) (6 795)

Dividend per Ordinary Share (in HUF) - -

Budapest, 20 March, 2012

Tamas Erdei
Chairman & Chief Executive
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MKB Bank Zrt.

Consolidated Statement of Changes in Equity for thgear ended December 31, 2011

Note Share

capital

14 765

Issue of share capital and share premium
Dividend for the year 2009

Profit for the year -
Other comprehensive income for the year

First / (final) consolidation of subsidiaries

Change in non-controlling interests during the @eri -

23,24 5968

At 31 December 2010 20733
Issue of share capital and share premium 23,24 -
Dividend for the year 2010 -
Profit for the year -
Other comprehensive income for the year

First / (final) consolidation of subsidiaries

Change in non-controlling interests during the @eri -

At 31 December 2011 20733

premium

Revaluation
on AFS
financial
assets

Translation
of foreign

Revaluation
of equity put
option

Share REETED]

. earnings
operations

120 329 (4 962) 113 065

63 760 - -

- - (39) - -
(106 246) - -
- 1526 57 (9252) -

(267) - -

184 089 (3 436) 6570 (8418) =

(39) - -
(120 792) - -
(3979)  (4166)

- - 167 - -

o
~
=)
=

184 089

on-
controlling
interests

Total
equity

7997 25203

132 69860
(89)  (128)
(1919) (108 165)
147 (7524)
267 -
6535 206 074
347 347
(203)  (242)
(234) (121 026)
315 (1063)
(167) -

Budapest, 20 March, 2012

3331

(114 095)

(12397) (4 166)

Tamas Erdei
Chairman & Chief Executive
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MKB Bank Zrt.

Consolidated Statement of Cash Flows for the yeanded December 31, 2011

Cash flows from operating activities
Profit / Loss before taxation
Adjustments for:

Depreciation, amortisation and impairment
Impairment on other assets

Provisions for off-BS items

Impairment on financial assets (loans Customers)
Impairment on AFS securities

Impairment on jointliy controlled entities (GW)
Deferred tax movement

Net Interest income

Dividends on available for sale securities

Foreign Exchange movement

Note 2011 201

(104 280) (117 821)

15 18 681 11021
12,13 30986 16 570
20 1620 4406
7,11 79477 117047
10 883 (@)
14 1527 -

33 8774 (10 158)

(54365)  (45829)

(75) (131)

7,11, 13, 15, 20, Change
in Equity 14 896 2739

Change in loans and advances to banks (gross asjount
Change in loans and advances to customers (grassas)
Change in trading assets

Change in AFS securities (without revaluation angairment)

Change in other assets (gross amounts)
Change in amounts due to banks
Change in current and deposit accounts
Change in other liabilities and provisions
(without provision charge of the year)
Change in trading liabilities

Interest received
Interest paid

(1876) (22 160)

7 (8956) (10 238)
11 104 630 (24 365)
8 (13 861) (418)
10 (40559) 90002
12 (7 237) 9143
16 11642 (177 195)
17 (3773) 61248
20 2820 (12 000)
18 (409) 9673

132706 131765
(78340)  (85936)

Dividends received 75 130
Income tax paid (11 731) 9 656
87 007 1465

Net cash used in operating activities

85131 (20 695)

Cash flow from investing activities

Investment in group companies
Disposals of group companies
Purchase of property and equipment
Disposals of property and equipment
Purchase of intangible assets
Disposals of intangible assets

10, 13, OCI 1764 (335)
10, 13 - -
15 (4 585) (8 254)

15 16 419 445

15 (21 219) (6 869)

15 3335 4328

Net cash used in investing activities

(4286) (10 685)

Cash flow from financing activities

Increase in issued securities
Increase in subordinated liabilities
Issuance of new shares and
proceeds from share premium
Dividend paid

21 26 444 5121

22 11925 (8023)

23,24 347 69 860
Change in equity (242) (128)

Net cash from financing activites

38 474 66 830

Net increase/decrease of cash and cash equivalents

Cash reserves at 1 January
FX change on cash reserve

Discontinued operation

Cash reserves at December 31

Budapest, 20 March, 2012

7/124
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Tamas Erdei
Chairman & Chief Executive
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Notes to the Financial Statements

(from page 8 to page 96)

1 General information

MKB Bank Zrt. (“MKB” or “the Bank”) is a commerciabank domiciled in Hungary,
organised under the laws of Hungary and registaraeter the Hungarian Banking Act. The
address of MKB is Vaci u. 38., HU-1056 Budapestnéghry.

The consolidated financial statements of the Bankteand for the year ended 31 December
2011 comprise the Bank and its subsidiaries (t@yettferred to as the “Group”). The Group
conducts its domestic and cross-border financi@ises businesses through banking and non-
banking subsidiaries. For further information omsalidated subsidiaries please see Note 39.
MKB is a member of the BayernLB Group, domiciled @ermany. The address of
BayernLB's Head Office is Brienner Str. 18, D-80383nich, Germany.

2 Compliance with International Financial Reporting Standards

The consolidated financial statements of the Groaype been prepared in accordance with
International Financial Reporting Standards (‘IFRR8s adopted by the EU.

IFRSs comprise accounting standards issued by AlSB land its predecessor body and
interpretations issued by the International Finalné&eporting Interpretations Committee
(‘IFRIC’) and its predecessor body.

These financial statements are presented in Huarg&orint (HUF), rounded to the nearest
million, except if indicated otherwise. These fiogh statements were authorised for issue by
the Board of Directors on 20 March, 2012.

3 Basis of measurement

The consolidated financial statements have beegmaped on the historical cost basis except
for the following:
e derivative financial instruments are measurediatviue
« financial instruments at fair value through prafitioss are measured at fair value
« available-for-sale financial assets are measuredfaat value through other
comprehensive income
» Other financial instruments are measured at anear st

The preparation of financial statements requiresagament to make judgements, estimates
and assumptions that affect the application of aeting policies and the reported amounts of
assets, liabilities, income and expenses. Actgllte may differ from these estimates.

Estimates and underlying assumptions are reviewedamm ongoing basis. Revisions to
accounting estimates are recognised in the peniaghich the estimate is revised and in any
future periods affected.

In particular, information about significant area$ estimation uncertainty and critical

judgements in applying accounting policies thatenthe most significant effect on the amount
recognised in the financial statements are destiib&lote 36.
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4

Summary of significant accounting policies

Accounting policies are the specific principlessés conventions, rules and practices adopted
by the Group in preparing and presenting the cdoest@ld financial statements. The
accounting policies set out below have been appl@®tsistently to all periods presented in
these consolidated financial statements, and heee applied consistently by Group entities.

a, Financial statement presentation

These consolidated financial statements includeattewunts of MKB and its subsidiaries,

jointly controlled entities and associates (“theo@”). The income, expenses, assets and
liabilities of the subsidiaries are included in thespective line items in the consolidated
financial statements, after eliminating inter-comypaalances and transactions.

b, Consolidation

Subsidiaries

Subsidiaries are entities controlled by the Gralgmtrol exists when the Group has the power
to govern the financial and operating policies ofemtity so as to obtain benefits from its
activities. In assessing control, potential votiights that presently are exercisable are taken
into account. Newly acquired subsidiaries are claaied from the date that the Group gains
control. The acquisition accounting method is udedaccount for the acquisition of
subsidiaries by MKB. The cost of an acquisitionneasured at the fair value of the
consideration given at the date of exchange, tegailith costs directly attributable to that
acquisition. The acquired identifiable assets,ilit#ds and contingent liabilities are measured
at their fair values at the date of acquisitionyAsxcess of the cost of acquisition over the fair
value of the Group’s share of the identifiable &sséabilities and contingent liabilities
acquired is recorded as goodwill. If the cost afasition is less than the fair value of the
Group’s share of the identifiable assets, lialitand contingent liabilities of the business
acquired, the difference is recognised immedidtethe statement of comprehensive income.

Special purpose entities

Special purpose entities are entities that aretedet® accomplish a narrow and well-defined
objective such as the execution of a specific g or lending transaction.

The financial statements of special purpose estdie included in the Group’s consolidated
financial statements where the substance of treioakhip is that the Group controls the
special purpose entity.

Funds management

The Group manages and administers assets heldiéstment funds on behalf of investors.
The financial statements of these entities areimdtided in these consolidated financial
statements except when the Group controls theyemtitormation about the Group’s funds
management activities is set out in Note 40.

Transactions eliminated on consolidation

Intra-group balances, and any unrealised income expknses arising from intra-group
transactions, are eliminated in preparing the dateed financial statements. Unrealised

9/124
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losses are eliminated in the same way as unreajiaied, but only to the extent that there is
no evidence of impairment.

¢, Investments in jointly controlled entities and asociated companies

Jointly controlled entities

Where the Group is a party to a contractual arnauage whereby, together with one or more
parties, it undertakes an economic activity thagubject to joint control, the Group classifies
its interest in the venture as a joint venturentlpicontrolled entities are included in the
consolidated financial statements using equity oaethf accounting, from the date that joint
control effectively commences until the date tlwant] control effectively ceases. Under this
method, such investments are initially stated at,dacluding attributable goodwill, and are
adjusted thereafter for the post-acquisition changke Group’s share of net assets.

Associates

MKB classifies investments in entities over whi¢hhas significant influence, and that are
neither subsidiaries nor joint ventures, as astgidg-or the purpose of determining this
classification, control is considered to be the powo govern the financial and operating
policies of an entity so as to obtain benefits fritgnactivities. Associates are accounted for
under the equity method of accounting except when ihvestment is acquired and held
exclusively with a view to its disposal in the néature, in which case it is accounted for
under the cost method. Under this method, suchstments are initially stated at cost,
including attributable goodwill, and are adjustbdreafter for the post-acquisition change in
MKB'’s share of net assets. For consolidation puepgdKB uses financial statements of an
associate within a three months limit if the repartperiod of the entity is different as at the
end of year.

Profits on transactions between MKB and its assesiand joint ventures are eliminated to
the extent of MKB’s interest in the respective @&ss@s or joint ventures. Losses are also
eliminated to the extent of MKB’s interest in thesaciates or joint ventures unless the
transaction provides evidence of an impairmenhefasset transferred.

A list of the Group’s significant jointly controleand associated companies is set out in Note
14.

d, Intangible assets

Intangible assets are identifiable non-monetaretaswithout physical substance held for
supply of services, or for administration purposes.

Goodwill

Goodwill arises on business combinations, includirgacquisition of subsidiaries, and on the
acquisition of interests in joint ventures and agses, when the cost of acquisition exceeds
the fair value of Group’s share of the identifiablesets, liabilities and contingent liabilities
acquired. If Group’s interest in the fair value thfe identifiable assets, liabilities and
contingent liabilities of an acquired businessrisater than the cost of acquisition, the excess
is recognised immediately in the statement of camn@nsive income.
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Goodwill was amortised over five years using thaight-line method till the end of 2004.
From 2005, goodwill is not amortised but annuadistéd for impairment.

For the purpose of impairment testing, goodwilkikbcated to one or more of the Group's
cash-generating units, that are expected to befigfin the synergies of the business
combination, irrespective whether other assetsabilities are assigned to them. Impairment
testing is performed at least annually, and whenévere is an indication that the cash-
generating unit may be impaired, by comparing tresgnt value of the expected future cash
flows from a cash-generating unit with the carryiagount of its net assets, including
attributable goodwill. Goodwill is stated at costs$ accumulated impairment losses.
Impairment losses recognized for goodwill are chdrgp the statement of comprehensive
income and are not reversed in a subsequent period.

Goodwill on acquisitions of interests in joint vergs and associates is included in
‘Investments in jointly controlled entities and asistes’.

At the date of disposal of a business, attributgbledwill is included in the Group’s share of
net assets in the calculation of the gain or lossdsposal. For further details on the
assumptions used in the calculation, please se= Nt

Other intangible assets

Intangible assets that have a finite useful life measured initially at costs and subsequently
carried at costs less any accumulated amortisai@hany accumulated impairment losses.
Intangible assets are amortised over their estionateful lives not exceeding 15 years -

except of the base system, which has a licencé 20@6 - from the date when the asset is
available for use, applying the straight-line metho

Intangible assets that have an indefinite usefe) br are not yet ready for use, are tested for
impairment annually. This impairment test may befggened at any time during the year,
provided it is performed at the same time everyr.yda intangible asset recognised during
the current period is tested before the end ottieent year.

Expenditure on internally developed intangible atsaftware) is recognised as an asset when
the Group is able to demonstrate its intention atnitity to complete the development and use

the software in a manner that will generate fuegenomic benefits, and can reliably measure
the costs to complete the development. The caggthlcosts of internally developed software

include all costs directly attributable to develupithe software, and are amortised over its
useful life. Internally developed software is sthtat capitalised cost less accumulated

amortisation and impairment.

Subsequent expenditure on software assets is lisgitaonly when it increases the future

economic benefits embodied in the specific asse&tftich it relates. All other expenditure is
expensed as incurred.

e, Property, plant and equipment

Items of property and equipment including leasehwigrovements are measured at cost less
accumulated depreciation and impairment losses.

Cost includes expenditures that are directly aitéable to the acquisition of the asset. When

parts of an item of property or equipment haveeddnt useful lives, they are accounted for as
separate items (major components) of property gngeent.
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The estimated useful lives of property, plant agdigment are as follows:
« freehold land is not depreciated;
« components of freehold buildings are depreciatest 6¥100 years
« leasehold buildings are depreciated over the unedpierms of the leases, or over
their remaining useful lives.

The estimated residual value of some of the builsliirs higher than the book value and
therefore not depreciated.

Equipment, fixtures and fittings (including equipmen operating leases where MKB Group
is the lessor) are stated at cost less any impairtosses and depreciation calculated on a
straight-line basis to write off the assets oveirthiseful lives, which run to a maximum of 20
years but are generally between 5 years and 1@.year

Depreciation of property, plant and equipment aduded in ,Operating expenses” line in
statement of comprehensive income.

Property, plant and equipment is subject to an impnt review if there are events or
changes in circumstances which indicate that thgiog amount may not be recoverable.

Net gains and losses on disposal or retirementagguty and equipment are included in other
income, in the year of disposal or retirement.

f, Cash reserve

Cash reserve include notes and coins on hand, trinted balances held with central banks
and highly liquid financial assets with original tmaties of less than three months, which are
subject to insignificant risk of changes in thaiirfvalue, and are used by the Group in the
management of its short-term commitments.

Cash and cash equivalents are carried at amodgstdn the statement of financial position.

g, Determination of fair value

All financial instruments are recognised initialgt fair value. In the normal course of
business, the fair value of a financial instrumamtinitial recognition is the transaction price
(that is, the fair value of the consideration given received). In certain circumstances,
however, the initial fair value will be based ohet observable current market transactions in
the same instrument, or on a valuation techniquesehvariables include only data from
observable markets, such as interest rate yieldesuoption volatilities and currency rates.
When such evidence exists, the Group recogniseadag gain or loss on inception of the
financial instrument. When unavailable market detae a significant impact on the valuation
of financial instruments, the entire initial difeerce in fair value indicated by the valuation
model from the transaction price is not recognisednediately in the statement of
comprehensive income but is recognised over tlgedifthe transaction on an appropriate
basis, or when the inputs become observable, otrédmsaction matures or is closed out, or
when the Group enters into an offsetting transactio

Subsequent to initial recognition, the fair valudsfinancial instruments measured at fair

value that are quoted in active markets are basdadprices for assets held and offer prices
for liabilities issued. When independent pricesraseavailable, fair values are determined by
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using valuation techniques which refer to obsemabéarket data. These include comparison
with similar instruments where market observablegw exist, discounted cash flow analysis,
option pricing models and other valuation technggoemmonly used by market participants.
For financial instruments, fair values may be deteed in whole or in part using valuation
techniques based on assumptions that are not defdpby prices from current market
transactions or observable market data.

Factors such as bid-offer spread, credit profilé avodel uncertainty are taken into account,
as appropriate, when fair values are calculatedhgusialuation techniques. Valuation
techniques incorporate assumptions that other rhapketicipants would use in their
valuations, including assumptions about interets y&eld curves, exchange rates, volatilities,
and prepayment and default rates. Positive faiueslof OTC derivative instruments are
adjusted with counter party risk revaluation. k¥ ttounterparty has a rating worse than 11 the
the positive fair value shall be adjusted by P e adjustment shall be recognized in gains
or loss. Where a portfolio of financial instrumehtss quoted prices in an active market, the
fair value of the instruments are calculated asptfoeluct of the number of units and quoted
price and no block discounts are made.

If the fair value of a financial asset measurefhiatvalue becomes negative, it is recorded as a
financial liability until its fair value becomes gitive, at which time it is recorded as a
financial asset.

The fair values of financial liabilities are measdirusing quoted market prices where
available, or using valuation techniques. These Yailues include market participants’
assessments of the appropriate credit spread tp tapihe Group’s liabilities.

h, Loans and advances to banks and customers

Loans and advances to banks and customers inohaes land advances originated by the
Group which are not classified as Fair Value Tigio®rofit or Loss. Loans and advances are
recognised when cash is advanced to borrowerdefwsetit date). They are derecognised
when either borrowers repay their obligations, loe foans are sold or written off, or
substantially all the risks and rewards of ownegrsre transferred. They are initially recorded
at fair value plus any directly attributable tractsan costs and are subsequently measured at
amortised cost using the effective interest methesk impairment losses. Where loans and
advances are hedged by derivatives designated malifying as fair value hedges, the
carrying value of the loans and advances so hetlgdades a fair value adjustment for the
hedged risk only.

i, Impairment of loans and advances

At the end of each reporting period the Group aesesvhether there is objective evidence
that loans and advances are impaired. Loans andnaeds are impaired when objective
evidence demonstrates that a loss event has odcafitex the initial recognition of the asset,
and that the loss event has an impact on the futash flows on the asset that can be
estimated reliably.

Obijective evidence that loans and advances areiriegpaan include default or delinquency
by a borrower, restructuring of a loan or advangéhle Group on terms that the Group would
not otherwise consider, indications that a borroarerssuer will enter bankruptcy, or other
observable data relating to a group of assets as@uverse changes in the payment status of
borrowers in the group, or economic conditions tiwatelate with defaults in the group.
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Impairment allowances are calculated on individeahs and on groups of loans assessed
collectively. Impairment losses are recorded aggdgsto the statement of comprehensive
income. The carrying amount of impaired loans atéhd of the reporting period is reduced

through the use of impairment allowance accourdsses expected from future events are not
recognised.

Individually assessed loans and advances

For all loans that are considered individually gigant, the Group assesses on a case-by-case
basis at the end of each reporting period whetieretis any objective evidence that a loan is
impaired. Impairment losses on assets carried attesad cost are measured as the difference
between the carrying amount of the financial asaatsthe present value of estimated cash
flows discounted at the assets’ original effeciivierest rate. Losses are recognised in profit
or loss and reflected in an allowance account agdoans and advances. Interest on the
impaired assets continues to be recognised thrtheghnwinding of the discount.

Collectively assessed loans and advances

Impairment is assessed on a collective basis fardgeneous groups of loans that are not
considered individually significant.

Loans not assessed on an individual basis, or wtheréndividual assessment resulted in no
specific provision, are grouped together accordingheir credit risk characteristics for the
purpose of calculating an estimated collective.lbkswever, losses in these groups of loans
are recorded on an individual basis when loansvaitten off, at which point they are
removed from the group.

In assessing collective impairment the Group utaisscal modelling of historical trends of
the probability of default, timing of recoveriesdathe amount of loss incurred, adjusted for
management’s judgement as to whether current ederamd credit conditions are such that
the actual losses are likely to be greater ortless suggested by historical modelling. Default
rates, loss rates and the expected timing of fukgeveries are regularly benchmarked

Renegotiated loans

Loans subject to collective impairment assessméoiser terms have been renegotiated are no
longer considered past due, but are treated adowws for measurement purposes once the
minimum number of payments required under the newngements have been received.
Loans subject to individual impairment assessmg&hgse terms have been renegotiated, are
subject to ongoing review to determine whether tfeggain impaired or should be considered
past due.

Write-off of loans and advances
A loan (and the related impairment allowance actoismormally written off, either partially

or in full, when there is no realistic prospectfafther recovery of the principal amount and,
for a collateralised loan, when the proceeds freatising the security have been received.
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Reversals of impairment

If the amount of an impairment loss decreasessubsequent period, and the decrease can be
related objectively to an event occurring after impairment was recognised, the excess is
written back by reducing the loan impairment alloa@ account accordingly. The write back
is recognised in the statement of comprehensiveniec

Assets acquired in exchange for loans

Non-financial assets acquired in exchange for loasgpart of an orderly realisation are
recorded as assets held for sale and reportedtirer@ssets’. The asset acquired is recorded
at the lower of its fair value (less costs to saltd the carrying amount of the loan (net of
impairment allowance) at the date of exchange. &wretiation is charged in respect of assets
held for sale. Any subsequent write-down of theudregl asset to fair value less costs to sell is
recognised in the statement of comprehensive incomeOther operating income’. Any
subsequent increase in the fair value less costeltpto the extent this does not exceed the
cumulative write down, is also recognised in ‘Otlogrerating income’, together with any
realised gains or losses on disposal.

J, Trading assets and trading liabilities

Treasury bills, debt securities, equity shareschassified as held for trading if they have been
acquired principally for the purpose of selling @purchasing in the near term. These
financial assets or financial liabilities are reosgd on trade date, when the Group enters into
contractual arrangements with counterparties tehmse or sell securities, and are normally
derecognised when either sold (assets) or extihgdidliabilities). Measurement is initially at
fair value, with transaction costs taken to thetesteent of comprehensive income.
Subsequently, their fair values are remeasuredalrghins and losses from changes therein
are recognised in the statement of comprehensogrie in ‘Other operating income’ as they
arise.

Interest earned on trading debt securities is tedoms trading result among the other
operating income when it becomes due. The divideaised on trading equity instruments
are disclosed separately among the interest incaimen received. Interest payable on
financial liabilities acquired for trading purpossseported as other operating expense.

k, Financial instruments designated at fair value

Financial instruments, other than those held faditrg, are classified in this category if they

meet one or more of the criteria set out below, arelso designated by management. The
Group may designate financial instruments at falu@ when the designation eliminates or

significantly reduces valuation or recognition insistencies that would otherwise arise from

measuring financial assets or financial liabilities recognising gains and losses on them, on
different bases. Under this criterion, the mairssés of financial instruments designated by
the Group are:

Long-term deposit

The interest payable on certain fixed rate longitdeposits from investment funds has been
matched with the interest on ‘receive fixed/payialale’ interest rate swaps and cross-
currency swaps as part of a documented interestrigk and FX risk management strategy.
An accounting mismatch would arise if the deposgitse accounted for at amortised cost,
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because the related derivatives are measured ravdhie with changes in the fair value
recognised in the statement of comprehensive inc&yelesignating the long-term deposits
at fair value, the movement in the fair value o tbng-term deposits is also be recognised in
the Statement of comprehensive income.

Structured Bonds

MKB issues structured bonds for its retail anditngbnal clients since 2008. In these bonds
there are embedded derivatives (options) that tabe separated under IAS 39.11 unless the
hybrid instruments are measured at fair value. Gheup eliminated its interest and foreign
currency risk arising from the above mentioned api by entering into offsetting option
transactions. To eliminate valuation inconsistesicibese structured bonds are designhated at
fair value to profit or loss in their entirety aad a consequence the embedded derivates are
not separated.

The fair value designation, once made, is irrevicabDesignated financial assets and
financial liabilities are recognised when the Grampers into the contractual provisions of the
arrangements with counterparties, which is generalh trade date, and are normally
derecognised when sold (assets) or extinguishebilities). Measurement is initially at fair
value, with transaction costs taken directly to #iatement of comprehensive income.
Subsequently, the fair values are remeasured, aim$ g@nd losses from changes therein are
recognised in “Interest income”.

[, Investments in securities

Treasury bills, debt securities and equity shamsnded to be held on a continuing basis,
other than those designated at fair value (Notg) 4ake classified as available-for-sale. The
held to maturity category is not applied at the Wgrdevel. Financial investments are

recognised on trade date, when the Group enters déonhtractual arrangements with

counterparties to purchase securities, and areallyrarerecognised when either the securities
are sold or the borrowers repay their obligations.

Available-for-sale securities are initially measirat fair value plus direct and incremental
transaction costs. They are subsequently remeasirédr value, and changes therein are
recognised in equity in the ‘Revaluation reseridote 24) until the securities are either sold
or impaired. When available-for sale securitiessaie, cumulative gains or losses previously
recognised in equity are recognised in the statern&rromprehensive income as “Other
operating income”.

At the end of each reporting period an assessnsemiadle of whether there is any objective
evidence of impairment in the value of a finaneisset or group of assets. This usually arises
when circumstances are such that an adverse effe@ture cash flows from the asset or
group of assets can be reliably estimated. If aalable-for-sale security is impaired, the
cumulative loss (measured as the difference betwleemsset’s acquisition cost (net of any
principal repayments and amortisation) and itsemirfair value, less any impairment loss on
that asset previously recognised in the statemfecbmprehensive income) is removed from
equity and included in the statement of comprelvensncome. In case of impaired
government bonds, the carrying amount can not dacesl more than its nominal amount,
except the entity intends to sell it in the neduffe, or the government shall be regarded as
insolvent by EU common policies.

When a subsequent event causes the amount of mgrailoss on an available-for-sale debt
security to decrease, the impairment loss is redethrough profit or loss. However, any
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subsequent recovery in the fair value of an imphisgailable-for-sale equity security is
recognised directly in equity. Changes in impairtm@ovisions attributable to time value are
reflected as a component of interest income.

m, Derivatives

Derivatives are recognised initially, and are sgbsatly remeasured, at fair value. Fair
values of exchange-traded derivatives are obtdired quoted market prices. Fair values of
over-the-counter derivatives are obtained usingiatadn techniques, including discounted
cash flow models and option pricing models.

Derivatives may be embedded in other financialrimeents. Embedded derivatives are
treated as separate derivatives when their econoha@cacteristics and risks are not clearly
and closely related to those of the host contthetiterms of the embedded derivative would
meet the definition of a stand-alone derivativéhigy were contained in a separate contract;
and the combined contract is not held for tradingesignated at fair value. These embedded
derivatives are measured at fair value with charipesein recognised in the statement of
comprehensive income.

Derivatives are classified as assets when theividue is positive, or as liabilities when their
fair value is negative. Derivative assets and litds arising from different transactions are
only offset if the transactions are with the samenterparty, a legal right of offset exists, and
the parties intend to settle the cash flows ontdasis.

The method of recognising fair value gains anddsesioes not depend on whether derivatives
are held for trading or are designated as hedgisgruments. All gains and losses from
changes in the fair value of derivatives held fading or designated as hedging instrument is
hedging relationships are recognised in the staiewiecomprehensive income as the group
uses only fair value hedges to hedge its risks.

Equity put options shall be checked before evabmatvhether the non-controlling interest
(NCI) has an access to the future economic beagrfitthey can practice its owner rights. If
NCI have present access to the ownership benkétsare subject to the put option on initial
recognition of the liability, the debit entry is # separated equity element. Subsequent to
initial recognition changes in the fair value of [d€1 put liability shall be recognized in other
comprehensive income. Gains or losses from curréaaglation shall be recognized directly
in currency translation reserve of foreign operatidhis application of this method has no
impact on the “normal” accounting treatment of NCI.

n, Hedge accounting

As part of its asset/liability management actigfi¢he Group uses interest rate swaps and
Cross currency interest rate swaps, to hedge rgidreign currency and interest rate
exposures. A hedging relationship qualifies forcsglehedge accounting if, and only if, all of
the following conditions are met:

e at the inception there is a formal documentationthef hedging relationship that
includes among others the identification of thedieg instrument and the specific
hedged item, the nature of risk being hedged.

« a high level of hedge effectiveness is expectethatinception and the hedge is
actually effective throughout the hedge period,

* hedge effectiveness can be reliably measured.
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The Group also requires a documented assessmemt ongoing basis, of whether or not the
hedging instruments, primarily derivatives, that aised in hedging transactions are highly
effective in offsetting the changes attributablethe hedged risks in the fair values of the
hedged items. Interest on designated qualifyinggbeds included in “Interest income” or
“Interest expense”.

Fair value hedge

A fair value hedge represents a contract that redgeecognised asset or liability, or an
identified portion of such an asset or liabilitgainst exposure to changes in the fair value
that is attributable to a particular risk and tvét affect reported net income. The gain or loss
from re-measuring the hedging instrument at falu&and the loss or gain on the hedged item
attributable to the hedged risk are recognised idiately in net profit or loss for the period.

If a hedging relationship no longer meets the détéor hedge accounting, the cumulative
adjustment to the carrying amount of the hedgeth ite amortised to the statement of
comprehensive income based on a recalculated igHdaterest rate over the residual period
to maturity, unless the hedged item has been dgnésexd, in which case, it is released to the
statement of comprehensive income immediately.

Hedge effectiveness testing

To qualify for hedge accounting, the Group requitest at the inception of the hedge and
throughout its life, each hedge must be expectedbdohighly effective (prospective

effectiveness), and demonstrate actual effectiveenestrospective effectiveness) on an
ongoing basis.

The documentation of each hedging relationship setfiow the effectiveness of the hedge is
assessed. The method the Group adopts for asséesigg effectiveness will depend on its
risk management strategy.

For prospective effectiveness, the hedging instnimaust be expected to be highly effective
in offsetting changes in fair value attributabletiie hedged risk during the period for which
the hedge is designated. For actual effectivertebs tichieved, the changes in fair value must
offset each other in the range of 80 per cent o cent.

0, Derecognition of financial assets and liabilitie

The Group derecognises a financial asset whenotfiieactual rights to the cash flows from
the asset expire, or it transfers the rights teikecthe contractual cash flows on the financial
asset in a transaction in which substantiallyradlisks and rewards of ownership of the
financial asset are transferred. Any interestandferred financial assets that is created or
retained by the Group is recognised as a sepasagt ar liability.

The Group derecognises a financial liability whisnciontractual obligations are discharged or
cancelled or expire.

The Group enters into transactions whereby it fearsassets recognised on its statement of
financial position, but retains either all riskdarewards of the transferred assets or a portion
of them. If all or substantially all risks and rews are retained, then the transferred assets are
not derecognised from the statement of financialtpm. Transfers of assets with retention of
all or substantially all risks and rewards inclufite,example repurchase transactions.
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p, Offsetting financial assets and financial liabities

Financial assets and financial liabilities are etffand the net amount reported in the statement
of financial position when there is a legally emfable right to offset the recognised amounts

and there is an intention to settle on a net basisealise the asset and settle the liability

simultaneously.

g, Finance and operating leases

Agreements which transfer to counterparties sulistpnall the risks and rewards incidental
to the ownership of assets, but not necessaril téte, are classified as finance leases. When
the Group is a lessor under finance leases the mis\due under the leases, after deduction of
unearned charges, are included in ‘Loans and adgatacbanks’ or ‘Loans and advances to
customers’ as appropriate. The finance income vab& is recognised in “Interest income”
over the periods of the leases so as to give dauinste of return on the net investment in the
leases.

When the Group is a lessee under finance leasetedbed assets are capitalised and included
in ‘Intangibles, property and equipment’ and theresponding liability to the lessor is
included in ‘Other liabilities and provisions’. Anfince lease and its corresponding liability
are recognised initially at the fair value of theset or, if lower, the present value of the
minimum lease payments. Finance charges payableeognised in “Interest expense” over
the period of the lease based on the interestimgikcit in the lease so as to give a constant
rate of interest on the remaining balance of thkility.

All other leases are classified as operating leas#®n acting as lessor, the Group includes
the assets subject to operating leases in ‘Intésgibroperty and equipment’ and accounts for
them accordingly. Impairment losses are recognisdtie extent that residual values are not
fully recoverable and the carrying value of the ipment is thereby impaired. When the
Group is the lessee, leased assets are not reedgnmisthe statement of financial position.
Rentals payable and receivable under operatingedease accounted for on a straight-line
basis over the periods of the leases and are iedlud “Other operating income” and
“Operating expenses”, respectively.

r, Deposits, debt securities issued and subordinatdiabilities

Deposits, debt securities issued and subordin@bdities are the Group’s sources of debt
funding.

When the Group sells a financial asset and simedtasly enters into a “repo” or “stock
lending” agreement to repurchase the asset (onitasiasset) at a fixed price on a future date,
the arrangement is accounted for as a deposit,tlamdunderlying asset continues to be
recognised in the Group’s financial statements.

Deposits, debt securities issued and subordinabiities are initially measured at fair value
plus transaction costs, and subsequently measurbeia amortised cost using the effective
interest method, except where the Group choosearty the liabilities at fair value through
profit or loss.
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The Group carries some deposits, debt securitiésalordinated liabilities at fair value, with
fair value changes recognised immediately in prafitoss as described in accounting policy
(Note 4 k,).

s, Provisions

A provision is recognised if, as a result of a pasgent, the Group has a present legal or
constructive obligation that can be estimated bfiaand it is probable that an outflow of

economic benefits will be required to settle thdigattion. Provisions are determined by

discounting the expected future cash flows at atgxerate that reflects current market

assessments of the time value of money and, whgpeopriate, the risks specific to the

liability.

Contingent liabilities, which include certain guatees, are possible obligations that arise
from past events whose existence will be confirneedy by the occurrence, or non-
occurrence, of one or more uncertain future eveotsvholly within the control of the Group.
Contingent liabilities are not recognised in theficial statements but are disclosed unless the
probability of settlement is remote.

t, Income tax

Income tax comprises current tax and deferredltecame tax is recognised in the statement
of comprehensive income except to the extent theglates to items recognised directly in
equity, in which case it is recognised in equity.

Current tax is the tax expected to be payable eriatkable profit for the year, calculated using
tax rates enacted or substantively enacted by tik of the reporting period, and any
adjustment to tax payable in respect of previoassie

Deferred tax is provided using the financial pasitimethod, providing for temporary
differences between the carrying amounts of asaetk liabilities for financial reporting
purposes and the amounts used for taxation purpbBsferred tax is not recognised for the
following temporary differences: the initial recagon of goodwill, the initial recognition of
assets or liabilities in a transaction that is aditusiness combination and that affects neither
accounting nor taxable profit, and differencestmetpato investments in subsidiaries to the
extent that they probably will not reverse in tbeekeeable future. Deferred tax is measured at
the tax rates that are expected to be appliedetaeimporary differences when they reverse,
based on the laws that have been enacted or stibsharenacted by the end of the reporting
period.

A deferred tax asset is recognised only to thengxiigat it is probable that future taxable
profits will be available against which the assah de utilised. Deferred tax assets are
reviewed at the end of each reporting period arde@duced to the extent that it is no longer
probable that the related tax benefit will be s

Deferred tax assets and liabilities are offset wthey arise in the same entity and relate to
income taxes levied by the same taxation authcaityl when a legal right to offset exists in
the entity.

Deferred tax relating to fair value remeasureméravailable-for-sale investments which are
charged or credited directly to equity, is alsodiesl or charged directly to equity and is
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subsequently recognised in the statement of corepsi¥e income when the deferred fair
value gain or loss is recognised in the statemecbmprehensive income.

u, Interest income and expense

Interest income and expense for all financial insents except for those classified as held for
trading and kept in trading book are recognisetiniterest income’ and ‘Interest expense’ in
the statement of comprehensive income using thectefé interest method. The effective
interest method is a way of calculating the amedisost of a financial asset or a financial
liability (or groups of financial assets or finaalciliabilities) and of allocating the interest
income or interest expense over the relevant period

The effective interest rate is the rate that eyatigcounts the estimated future cash payments
and receipts through the expected life of the famgrasset or liability (or, where appropriate,
a shorter period) to the carrying amount of tharfitial asset or liability. The effective interest
rate is established on initial recognition of tieahcial asset and liability and is not revised
subsequently. When calculating the effective irgerate, the Group estimates cash flows
considering all contractual terms of the finanamatrument but not future credit losses. The
calculation includes all amounts paid or receivgdie Group that are an integral part of the
effective interest rate of a financial instrumemigluding transaction costs and all other
premiums or discounts. Transaction costs are inenggh costs that are directly attributable to
the acquisition, issue or disposal of a financssled or liability.

Interest income is recognised on available-for-saleurities using the effective interest rate
method, calculated over the asset’'s expectedDifgédends are recognised in the statement of
comprehensive income when the right to receive gayrhas been established.

Interest on impaired financial assets is calculdbgdpplying the original effective interest
rate of the financial asset to the carrying amasnteduced by any allowance for impairment.

v, Fees and commission

Fee and commission income is accounted for aswsllo

* income earned on the execution of a significanisactcognised as revenue when the
act is completed (for example the arrangementHeracquisition of shares or other
securities);

* income earned from the provision of services i®geised as revenue as the services
are provided (for example asset management antedees); and

* income that are integral to the effective interag on a financial asset or liability are
included in the measurement of the effective irgierate (for example, certain loan
commitment fees).

w, Other income

Other income comprises gains less losses relatettatbng and investment assets and
liabilities, and includes all realised and unreadigair value changes, interest, dividends and
foreign exchange differences.
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X, Dividends

Dividend income is recognised when the right teeree income is established. Usually this is
the ex-dividend date for equity securities.

y, Employee benefits

The Group operates a staff pension scheme thaifigaals a defined contribution plan under
IFRS. All of the Group's employees are entitleghamticipate in this plan and the majority of

employees have elected to join. Assets of thisneeficontribution plan are managed

separately from the Group.

Payments to the defined contribution plan and steieaged retirement benefit plans, where
the Group’s obligations under the plans are eqeivato a defined contribution plan, are

charged as an expense as they fall due.

Short-term benefits

Short-term employee benefit obligations are measure an undiscounted basis and are
expensed as the related service is provided.

A provision is recognised for the amount expectethé paid under short-term cash bonus if
the Group has a present legal or constructive atitig to pay this amount as a result of past
service provided by the employee and the obligateombe estimated reliably.

z, Segment reporting

MKB formed its reporting segments in line with IFBRSOperating Segments” which requires
operating segments to be identified on the basistefnal reports about components of the
entity that are regularly reviewed by the chief @piag decision-maker, in order to allocate
resources to a segment and to assess its perfoemanc

A segment is a distinguishable component of theu@nhat is engaged either in providing
products or services (business segment), or inigirey products or services within a
particular economic environment (geographical sedmewhich is subject to risks and
rewards that are different from those of other sags

Segment revenue, segment expense, segment assetsgament liabilities are determined as
those that are directly attributable or can becalled to a segment on a reasonable basis,
including factors such as the nature of items, ¢baducted activities and the relative
autonomy of the unit. The Group allocates segmevenue and segment expense through an
inter-segment pricing process. These allocatioescanducted on arm’s length terms and
conditions. Please find further details on segmemorting in Note 41.

aa, Foreign currencies

Items included in the financial statements of eafcthe Group’s entities are measured using
the currency of the primary economic environmentwhich the entity operates (‘the
functional currency’).

22/124



MKB Bank Zrt. Data in HUF million except stated otherwise
Consolidated Financial Statements as at Decembh&031

Transactions in foreign currencies are translatedhé respective functional currencies of
Group entities at exchange rates at the datesdfdahsactions. Monetary assets and liabilities
denominated in foreign currencies at the end ofréperting period are retranslated to the
functional currency at the exchange rate at th&. dEhe foreign currency gain or loss on
monetary items is the difference between amortisest in the functional currency at the
beginning of the period, adjusted for effectiveehesst and payments during the period, and the
amortised cost in foreign currency translated at éRkchange rate at the end of the period.
Non-monetary assets and liabilities denominatddrigeign currencies that are measured at fair
value are retranslated to the functional currerictha exchange rate at the date that the fair
value was determined. Foreign currency differerasésng on retranslation are recognised in
profit or loss, except for differences arising e tretranslation of available-for-sale equity
instruments.

The assets and liabilities of foreign operations|uding goodwill and fair value adjustments

arising on acquisition and equity put options, temslated to HUF at exchange rates at the
end of the reporting period. The income and expe$doreign operations are translated to
HUF at exchange rates at the dates of the transactiForeign currency differences are

recognised directly in equity, in the Currency slation reserve. When a foreign operation is
disposed of, in part or in full, the relevant ambumthe foreign currency translation reserve is
transferred to profit or loss.

ab, Financial guarantees

Financial guarantees are contracts that requireGlmip to make specified payments to
reimburse the holder for a loss it incurs becauspexified debtor fails to make payment
when due in accordance with the terms of a delument.

Financial guarantee liabilities are initially recoged at their fair value, and the initial fair
value is amortised over the life of the financialagantee. The guarantee liability is
subsequently carried at the higher of this amattismount and the present value of any
expected payment (when a payment under the guerdmate become probable). Financial
guarantees are included within other liabilities.

ac, Share capital

Shares are classified as equity when there is ntraciual obligation to transfer cash or other
financial assets. Incremental costs directly aiteble to the issue of equity instruments are
shown in equity as a deduction from the proceeelsphtax.

ad, Earnings per share

The Group presents basic and diluted earnings lpmegEPS) data for its ordinary shares.
Basic EPS is calculated by dividing the profit osd attributable to ordinary shareholders of
the Bank by the weighted average number of ordisagres outstanding during the period.
Diluted EPS is determined by adjusting the profitoss attributable to ordinary shareholders
and the weighted average number of ordinary sharestanding for the effects of all dilutive
potential ordinary shares. For further informatédoout basic and diluted EPS, please see Note
34.
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ae, New standards and interpretations not yet adoptd

A number of new standards, amendments to standatiiterpretations are not yet effective
for the year ended 31 December 2011, and have een lapplied in preparing these
consolidated financial statements:

IFRS 9 — Financial Instruments was issued as part of a wider project to repl#® 39.
IFRS 9 retains but simplifies the mixed measurenmantlel and establishes two primary
measurement categories for financial assets: agedricost and fair value. The basis of
classification depends on the entity's business ein@hd the contractual cash flow
characteristics of the financial asset. The guidandAS 39 on impairment of financial assets
and hedge accounting continues to apply. The newdatd will be effective for annual
periods beginning on or after 1 January 2013, hewéwill be mandatory for the Group’s
consolidated financial statement after EU adoptibhe Group will analyse the potential
impact after IFRS 9 adoption by the EU.

IAS 8 — Transfers of Financial Asset requires disale of information that enables users of
financial statements:

. to understand the relationship between transfefiedncial assets that are not
derecognised in their entirety and the assocididities;
. and to evaluate the nature of, and risks associaiti, the entity’s continuing

involvement in derecognised financial assets.

The Amendments define “continuing involvement” ftbe purposes of applying the disclosure
requirements.

The amendments are applicable for annual periogsbi@ag on or after 1 July 2011, however
early adoption is permitted.

The Group does not expect the amendments to IFR$1&ve material impact on the financial
statements, because of the nature of the Grouggtipns and the types of financial assets
that it holds.

5 Risk management

a, Introduction and overview

All the Group’s activities involve some degree a$kr assumption. The measurement,
evaluation, acceptance and management of theseaiskintegral parts of the Group’s daily
operative activity.

Risk management is an integral part of the Groop&arations and a crucial component of its
business and overall financial performance. The MBBup’s risk management framework
has been designed to foster the continuous momgtai the changes of the risk environment
and is supported by the strong commitment to aqrudsk management culture both on the
strategy and business line levels.

The main principles and priorities of the Groupiskrmanagement function include the
ultimate oversight by the Board of Directors (thmpval of the Supervisory Board is also
required for some specifically defined risk deaisy the importance of independent review
of all risk-taking activities separately from busés lines, and the proper evaluation,
diversification, limitation, monitoring and repartj of all risks. Decisions in respect of major
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risk principles are approved at group level, angl ianplemented individually by the own
decision making boards of the Group members.

The effective communication on risk and risk appetthe on-going initiatives to better
identify, measure, monitor and manage risks, theavement of efficiency, user-friendliness
and awareness of key risk processes and pracéicdshe employment of highly-skilled staff
are the bases of running an effective risk managefoaction in the Group.

The Group has exposure to the following risks fitsuse of financial instruments:

credit risk :

The risk of lending comprises the potential riskiteé business partner failing to
fulfil its payment obligations or failing to do sm time as well as the risk of the
value of the receivable diminishing because thaness partner’s credit rating
decreases. Risks stemming from loans or other tga® commitments extended
to associated enterprises are also included inBtgk’s credit risk managing
mechanism.

country risk:

The country risk generally refers to a potentiasldriggered by an economic,
political or other event which takes place in tl@tigular country and cannot be
controlled by MKB, as creditor or investor. As aul of such an event(s), the
obligor cannot fulfil his obligation in time or atl, or the Bank is unable to
enforce its rights against the obligor. The commbseof the country risk are
transfer risk, sovereign risk and collective delvisk.

participations risk:
The participations risk is defined as the risk tezdeto the following events:

o Potential losses from providing equity / equityrakihancial products or
subordinated loan capital; This involves potentisses realised during
the sale of participation or loss occurring as sulteof a participation’s
bankruptcy, the (partial) write-off of the partiejions (also including
write-off settled on business or company value oodyvill value), i.e.
loss suffered on the book value of the investment

o Potential losses from a possible commitment/ligbéxtended in addition
to equity investment (i.e. profit/loss transfer emnents), letters of
comfort, capital contribution commitments, addiabn funding
obligations)

0 potential losses originating from other risks agsed with the
participation such as reputation risk, operatioigl, exchange rate risk.

market risks (including foreign exchange and irgerate risks):
Market price risk comprises potential losses frdrarnges in market prices in both
the trading and banking books.

liquidity risk:

MKB defines liquidity as the ability to serve itayoment obligations entirely as
they fall due and to fund new business at all timéhout having to accept
unplanned liquidation losses on the asset sideareased refinancing rates on the
funding side.
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» operational risks:
Operational risk means the risk of loss resultiagrf inadequate or failed internal
processes, people and systems or from externaksvand includes legal risk.
Operational risk does not include business andtaipual risks.

* legal risk:
Legal risk is the risk of losses due to the noneobence of the scope set by legal
provisions and jurisdiction caused by ignorancek laf diligence in applying law
or a delay in reacting to changes in legal framéwamditions (including non-
observance which is unavoidable or not attributablene’s own fault).

e reputational risk:
Reputational risk is defined as the risk of a baniéputation falling short of
expectations, reputation being a bank’s public ienagterms of its competence,
integrity and reliability as perceived by groupshwa legitimate interest.

* real estate risk:
Real estate risk covers potential losses that coeddlt from fluctuations in the
market value of real estate owned by MKB Group.IRstate risks arising from
collateral provided for real estate loans are cedvemder credit risk.

» strategic risk:
Strategic risk is defined as the negative impactapital and income of business
policy decisions, deficient or unsatisfactory impbntation of decisions, or slow
adjustment to changes in the economic environment.

* business risk
Business risk is defined as unexpected changdwiedonomic environment that
cause negative changes in business volume or nsaagith are not attributable to
other types of risk. It quantifies the differencetveeen planned and actual costs
and income.

Below information is presented about the Groupisosxire to each of the above risks, the
Group’s objectives, policies and processes for omaag and managing risk, and the Group’s
management of capital.

b, Risk management governance

The Board of Directors has overall responsibility the establishment and oversight of the
Group’s risk management framework, including apprgwthe Risk Strategy (requiring final
approval by the Supervisory Board), the relatingiges and guidelines, and the monitoring
activities relating to risks the Group exposed to.

The Group's Risk Strategy was set up in consistemite the Business Strategy, the
regulations of the Hungarian Financial Supervisduyhority and BayernLB group standards.
The tasks incorporated in the Risk Strategy aienatiring a balanced risk/return relationship,
development of a disciplined and constructive adrgnvironment, defining the Bank’s risk
assumption willingness, risk appetite and the omg@ibility of the Group to manage its risks
and the maintenance of its funds to cover risk sypes in the long term. This will also ensure
the capital preservation agliarantee the solvency of the Group at any timeefines
the targets of the risk management of the Grougsrusiness activities including mid-term
planning, thus providing the annual profit and g&nning framework.
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The directions incorporated in the Risk Strategg apecified in internal policies and
instructions that must be adhered to in order tueae the Risk Strategy goals and targets.
The Risk Strategy is approved by the Supervisorgréo

The Supervisory Board on the highest level controls the harmonised andgnt operation of
the Bank and the credit institutions, financialegptises and investment companies under its
controlling influence.

The Supervisory Board controls the managementettimpany, and steers the company’s
internal audit organisation. It analyses the ragahd ad-hoc reports prepared by the Board
of Directors, and exercises a right of approvahweégards to certain risk decisions to be made
by the Board of Directors as specified in the ratgwegulation.

TheRisk Committee of the Supervisory Board primarily performs taskportfolio-level risk
supervision. It makes decisions related to the maod developments and events affecting the
risk position, as well as the tasks related tocraprehensive implementation of group-level
risk management principles and guidelines, andkshtee status of these. In this framework,
the Committee evaluates the reports of the BoarDidctors on risk management makes a
decision on the risk relevant topics and findinfgternal, external and regulatory audits.

It also reviews in advance and prepares for theefigory Board's approval the Risk
Strategy and inclusive the country, industrial geend product limit(s).

The Board of Directors is the company’'s operative managing body, it carraut
management-related tasks and ensures the keepintgeotompany’s business books in
compliance with the regulations. Certain decisimfsthe Board of Directors of key
importance require the approval of the Supervi8wogrd. Its most important tasks include:
e Tasks related to the general meeting, shares aidedd.
* Tasks related to the company’s organisation angesobactivities.
» Tasks related to strategic planning (preparatiothefbusiness policy and financial
plan, and risk strategy).
* Regulation tasks:
0 Approves the policies and regulations relatedgk aissumptions.
0 Prepares the Risk Decision Competence Regulation.

o Decision-making related to individual business deal
0 Evaluation of regular and ad-hoc risk reports.

The Special Credit Committeeis the bank’s organisation with the highest levat decision
authority regarding the customers handled by trec@pCredits Unit (SCU), whose decision-
making competency is extended to the following:
0 Special credit decisions on deals handled by thg &€ording to the Risk Decision
Competence Regulation;
o Decision making on measures, becoming necessamtrtaduce with regards to the
SCU portfolio exposures, based on the quarterlycthelr risk reports.

Committees made up by the Bank’s managers can bedfon the middle level of risk

management.

The LLP Committee has the competence to make decisions on provigipniithin the
frames of the Problematic Exposures and Provisgritolicy and the Risk Decision
Competence Regulation.
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The Advisory Committee is the permanent committee of Bayerische Landésban
(BayernLB), which, in order to ensure the groupeleisk control of BayernLB, supports the
decision-making of the Bank’'s decision-making bedithrough the formulation of
recommendations of non-binding effect for risk damis above a certain value limit, and for
risk reports and risk strategies.

The Risk-Market Board is the bank’s permanent body with the highestgked decision-
making authority under the Board of Directors. Tihigly has the authority to make decisions
on credits case-by-case according to the Risk ec{Sompetence Regulation.

The Credit Committees are the bank’s permanent bodies vested with diddgaecision-
making competences.

The competency of théholesale and Retail Credit Committee includes the making of case-
by-case credit decisions according to the Risk fi@esiCompetence- Regulation.

ALCO is responsible for the asset and liability manag@nand for the management of the
Group’s liquidity, funding, capital adequacy andrked risks. ALCO is responsible for the
elaboration of policies in principle for the managnt of liquidity risk, interest rate risk,
exchange rate risk (foreign exchange and secyritiapital adequacy risk, and the submission
of this policy to the Board of Directors at MKB a@&toup level. Such high level policies
must include the following:

¢ measurement guidelines and limit system for thevalvisks;

* competence and decision-making mechanism;

e guideline for managing limit excess.

c, Credit risk

Credit risk is the risk of financial loss if a coster or counterparty fails to meet an obligation

under a contract. It arises principally from theo@y's lending, trade finance and leasing

business, but also from certain off-financial positproducts such as guarantees, and from
assets held in the form of debt securities.

For risk management reporting purposes, the Groupiders and consolidates all elements of
credit risk exposure (such as individual obligofadét risk, country and sector risk).

Credit risk management

The members of the Group have standards, policiepeocedures dedicated to the effective
monitoring and managing risk from lending (incluglidebt securities) activities. The Bank

sets a requirement for the Group members to elébarad publish their own regulations that

comply with the Group-level rules approved by iheTrisk management of the members of
the MKB Group control and manage credit risks ghrgtandards, in a centralised manner. Its
responsibilities include:

* Formulating the Group member’s credit policy in soltation with business units by
establishing credit approval policies, standarisjtd and guidelines that define,
quantify, and monitor credit risk.

« Establishing the authorisation structure for theprapal and renewal of credit
facilities. In order to establish an adequate ¢rddcision-making system in which
decisions are made on time, the limit amounts sta@béished differently according to
the customer segment, the customer quality andts@ess line, for the delegated
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credit decision authorities and the boards andviddal decision-makers of the
Business and Risk Units.

* Monitoring the performance and management of ratadl wholesale portfolios across
the Group.

« Supervising the management of exposures to debtises by establishing controls
in respect of securities held for trading purposes.

« Establishing and maintaining the Group members’centration risk management
policies ensuring that the concentration of expesioes not exceed the limits stated
in the internal and regulatory limit systems anchaantration risks are effectively
managed without any need for additional capitalimegnents if possible.

» Developing and maintaining the Group members’ @skessment systems in order to
categorise the exposures according to the degrée ofsk of financial loss faced and
to manage the existing risks adequately. The perpbshe risk assessment system is
to define when impairment provisions may be reqliagainst specific credit
exposures. The risk categorisation system consistseveral grades which reflect
sufficiently the varying degrees of risk of defaaltd the availability of collateral or
other credit risk mitigation options with regard @aospecific exposure (see Credit
rating system subchapter).

« Providing position statements, guidance and pradeaksupport to the business units
of the Group members in credit risk management.

Each group member must implement and apply theitgpeticy, harmonised at group level,
with credit approval authorities delegated by th#harised decision maker bodies. Each
Group member must prepare regular and ad hoc seporthe local management and, in
certain cases, to the Group leader and Bayern hRrowy the major cases and events of
lending. Each group member is responsible for tinity and results of its credit portfolio
and for monitoring and controlling all credit risksits portfolios. This includes managing its
own risk concentrations by market sector, geograptt/product. The control systems applied
by the Group enable the Group members to contrdlraonitor exposures by customer and
retail product segment.

In order to comply with the prudential requiremefi&B Bank developed its borrower group
forming concept, in harmony with the relevant prggions of BayernLB. As part of that, the
forming of Economic Groups in compliance with theyBrnLB group level requirements is to
be highlighted as well as the introduction of tlerbwer group-levemonitoringconcept as

of 1 February 2011. According to the new procestes,complete risk assumption process
must be executed at the level of borrower groupthe case of the individual groups the limit
proposal and monitoring process for each individgraup members takes place at the same
time based on the collective analysis and condideraf risks.

In 2010 and 2011 MKB Bank further strengthenedrttamagement of concentration risks. In
addition to the group-level concentration risk ngeraent process (Klumpensteuerung)
introduced as of 1 June 2009, the global concepbo€entration risk limits was also put into
place. As part of that, the Bank set up sector pradluct limits, in order to restrain the
assumption of further risks arising from the cheeastics/risks rooted in different sectors and
the assumption of risks of products representigh lor special riskAiming at avoiding high
risk concentration within the portfolio, the contration risk limit value has been established
for the total bank portfolio, with the stipulatiothat the limits of the individual
customers/customer groups may exceed this tardeé \@ly in extraordinary and justified
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cases, based exclusively on the strategic guidelpproved by the Supervisory Board and on
the relevant decision by the Board of Directors.tiViegards to the management of
concentration risks, MKB Bank fulfils the Bayernl@roup requirements on the limitation of
concentration risks.

As a reaction to the extended economic crisisBiduek launched the operation of the Special
Credits Unit (SCU) as of 19 September 2011 accgrtbnthe decision of BayernLB and the
MKB Bank Supervisory Board made on 14 July 2011e KRy task of the unit is to mitigate
the exposure of the riskful portfolio within its megement, in harmony with the objectives of
the Bank’s risk strategy so that the Bank may fatsusesources efficiently to active growth in
the segments of basic strategic priority.

This organisational unit manages the Bank's reshtesfinancing portfolio and provides
services for a narrow circle of special corporatstemers selected based on a defined system
of criteria, embracing the normal, intensive andiygm loan treatment of these deals. The
unit management comprises all business and rigls tatated to the customers rendered into
their competency. Their activities are also supggblly a methodological group and a team of
legal experts.

The table below shows the Group’s exposure classifis credit risk at the end of the
reporting period:

51
Loans and advance Loans and advance Investment in Derivative OFF B/S
2011 Cash on hand "
to Banks to customer debt securities assets exposures
Individually assessed
Performing - - 150 926 - - 2343
Substandard - - 96 651 - - 1075
Doubtful - - 109 260 - - 1093
Bad - 20 182771 - - 4676
Total individually assessed gross amount - 20 539 608 - - 9187
Total individually allowance for impainine - (18) (221 999) - - (4 965)
Total individually carrying amount - 2 317 609 - 0 4222
0 0 0 0 0 0
Collectively assessed 0 0 0 0 0 0
Performing - 29 264 1169 069 - - 372339
Substandard - - 85329 - - 25
Doubtful - - 1065 - - 2
Bad - - 1821 - - 0
Total collectively assessed gross amount - 29 264 1257284 - - 372366
Total collectively allowance for impairmen - (114) (27 275) - - (2388)
Total collectively assessed carrying amount - 29 150 1230 009 - 0 369 978
0 0 0 0 0 0
Past due but not assessed 0 0 0 0 0 0
Performing - - 20650
Substandard - - 5003
Doubtful - - 2
Bad - - 905
Total past due but not assessed carrying amount - - 26 560 - -
Past due comprises: 0 0 0 0 0 0
up to 30 days - - 4981
30 to 90 days - - 9031
over 90 days - - 12 548
Total past due but not i carrying amount - - 26 560 - - -
0 0 0 0 0 0
Neither past due nor assessed 0 0 0 0 0 0
Performing 321677 55 900 419 334 288738 22785 29 405
Substandard - - 588 - - 68
Doubtful - - 470 187 - 126
Bad - - 63 - - 625
Total neither past due nor assessed carrying amount 321677 55 900 420 455 288 925 22 785 30224
Includes receivables with renegotiated terms 0 0
0 0
Total gross amount 321677 85183 2243907 288925 22785 411778
Total allowance for impairment - 131 249 274, - 0 7 354)
Total carrying amount 321677 85 052 1994 633 288 925 22785 404 424
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5.2

Loans and advance: Loans and advance Investment in Derivative OFF B/S

to Banks to customer debt securities assets exposures

Individually assessed

Performing - - 231759 - - 5529
Substandard - - 89 837 - - 3749
Doubtful - - 98 325 - - 1356
Bad - 17 151 041 - - 1892
Total individually assessed gross amount - 17 570 962 - - 12 526
Total individually d allowance for impairmen - [€%))] (169 175) - - (3648)
Total individually assessed carrying amount - 401 787 - - 8878
Collectively assessed
Performing 2 40 788 1280 582 - - 415 442
Substandard - - 69 432 - - 52
Doubtful - - 4877 - - -
Bad - - 8 506 - - 23
Total collectively assessed gross amount 2 40788 1363397 - - 415517
Total collectively d allowance for impairtmen - (430) (30 379) - - (2442)
Total collectively i carrying amount 2 40 358 1333018 - - 413 075
Past due but not assessed
Performing - - 835 - - 88
Substandard - - 18 - - -
Doubtful - - 61
Bad - - 58
Total past due but not d carrying amount - - 972 - - 88
Past due comprises:
up to 30 days - - 706 - - 89
30 to 90 days - - 12 - - -
over 90 days - - 254
Total past due but not d carrying amount - - 972 - - 89
Neither past due nor assessed
Performing 222 440 35422 441 989 253 237 15298 20 560
Substandard - - 2 - - 44
Doubtful - - 2 -
Bad - - - - - 62
Total neither past due nor d carrying amount 222 440 35422 441 993 253 237 15298 20 666
Includes receivables with renegotiated terms
Total gross amount 222 442 76 227 2377324 253 237 15298 448 797

Total allowance for impairment
Total carrying amount

222 442 2177770 253 237

Credit classification system

The Group’s credit risk classification systems pmatesses differentiate exposures in order to
highlight those with greater risk factors and higpetential severity of loss. For individually
significant accounts, classifications are reviewegllarly and amendments, where necessary,
are implemented at least quarterly in terms of isiods or exposure classification. If based
on information available significant (over HUF 25) Mhange of the provision amount is
estimated, intra-quarter review must be carriedfouthe given customer. Exposures below
specific amounts are assessed in groups, in relédiavhich the provisions are reviewed at
least yearly or, more frequently if required, indiwith the changes of the main economic
conditions. Within the framework of individual valion, the Group uses the following
classification categories:

» Pass

e Special mention
* Substandard

* Doubtful

* Loss

In classification based on group assessment, tloaviag three categories are applied:
* Pass
e Special mention
* Non-performing
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Within the rating categories, the pass indicatesm#& which are likely to return, as it is

substantiated by documents, and where the Grouy does not have to expect a loss, or the
delay in the repayment of the principal and therests, or in the performance of any other
repayment obligations does not exceed fifteen d@agbthe loss likely to arise due to such
delay is fully covered by the value of the avaitabbllateral;

Special mention: exposures falling under this dalbing category show the signs of such
potential or actual worsening which, in lack of ejpiate measures, reduces the probability
of future repayment.

In this case the primary source of repayment isenatently jeopardized yet, maximum 10%
potential loss may be expected, however, the depemdon the collaterals or on those
granting the collaterals are increasing.

For credits, the repayment of which basically delseon the collateral, i.e., are based
primarily on the value of collateral, this ratingtegory is to be applied if the value of
collateral becomes uncertain or falls below thecleas defined in the framework of the
respective decision.

In contrast to the category of “Special mentioh& exposures with rating “Substandard” have
one or more such features, which unambiguously teferoblems in respect of ability of the
Customer to repay the credit. The rate of potetdis exceeds 10% and the collaterals do not
provide coverage either with proper safety. Theggwsures can be regarded as not properly
secured in case of possible occurrence of any [bissse features may cover but are not
limited to the following: considerable worseningtbe financial position, worsening of the
payment discipline, improper collaterals or pod#ies of enforcing the collaterals.

Exposures that need partial or full restructuririgthee credit documentation or important
change in the payment schedule, are to be cladsafie'Substandard” as well. The same is
applicable to the exposures, in the case of whiehfiture necessity of the above measures
may be considered presumably likely.

The exposures under the category “Doubtful” hawe dtiributes in addition to those of the
category “Substandard” whereby the problems arigenthe position, indicators and
management environment of the debtor make the nepaly of the loan doubtful or
improbable.

Exposures must be classified into this categorypayment delay exceeds 90 days and the
collaterals available do not provide appropriateecage for the expectable losses.

In this category the probability of loss is highn @e other hand, significant and important
events may still result in improvement of the qgwyalof loan. Since such events may
incidentally occur, neither the rate of loss noe tilate of its occurrence can be exactly
estimated.

Exposures having an expected rate of loss exceéetlfg and the debtor fails to meet his
payment obligations despite several reminders te dfifect, should be classified under
category “Loss".

Receivables from debtors under liquidation procedmust be classified under category
“Loss”, unless higher recovery than 30% may be egpg with great probability on the basis
of the collateral available.

The possible types of exposure handling are: ngrmtdnsive and problematic. The type of
exposure handling is determined by a set of catdefined in internal regulation based on
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relevant indicators warning of the customer or tila@saction being problematic. There is a
correlation between the transaction rating categoaind case management types. Only such
customers may be managed within the framework efribrmal procedures, against whom
there is no exposure classified in categories dtfien pass. However, at least the intensive
management must be applied to a transaction if dinthe Bank’s exposure towards the
specific customer is rated as special mention asd, main rule, it is mandatory to transfer the
customer to problematic management if any of thekBaexposures towards the debtor has
been rated into the substandard or lower category.

Clients in normal, intensive and also in problemateatment may be managed by the newly
established Special Credit Unit.

In case of Wholesale clients, intensive care magrisired either as the task of the originally
competent Business and Risk Units (also executimghal management) or of its specialized
intensive care units, depending on the volume @ktkposure and the type of the problem

Problematic Loan Treatment Directorate takes ollevfahe tasks of dealing with the given

customer, preparing the necessary applicationscamging out the tasks of receivable and
customer rating in its own scope of competenceetms of the organisation structure, the
Problematic Loan Treatment Directorate belong&¢oRisk Office.

The units responsible for the customers monitooskpes on an ongoing basis and in the case
of default it has to be ensured that the custorsdransferred to the appropriate type of
customer handling (intensive or problematic).

Periodic risk-based audits of the Group’s creditcgsses and portfolios are undertaken by the
Group’s Internal Audit function. During the audithe auditors check the adequacy, and
consistency with the regulations, as well as gtadf credit regulations and the consistency

between the regulations and the practice; an ithdapalysis of a representative sample of
accounts; consideration of any oversight or rewiewk performed by credit risk management

functions and the adequacy of impairment calculgtiand a check that Group and local

standards and policies are adhered to in the appaod management of credit facilities.

Impaired loans and securities, off-balance sheenits with provision allocated

Impaired loans and securities are those for whiehGroup estimates that it is probable that it
will be unable to collect all principal and intetrelsie according to the contractual terms of the
loan / securities agreement(s).

When impairment losses occur, the Group reducesairging amount of loans and advances
through the use of an allowance account. When imqit of available-for- sale financial
assets occurs, the carrying amount of the assetliced directly against net profit. Two types
of impairment allowance are in place: individualligsessed and collectively assessed, as
discussed below.

In determining the provision of off-balance shetnis, for items subject to individual
assessment, the probability of the potential losstsken into account.

Individually allocated impairment and provision

In determining the level of allowances on indivitlyaignificant loans, the Group applies the
discounted cash flow method. The amount and tiroingxpected receipts and recoveries and

the value of collateral and likelihood of succelgftealizing it are considered in estimating
the allowance.
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Cash-flow calculations for items in normal care agegment, satisfying the criteria defined
for the Pass rating category, are not mandatobgtperformed in cases if

a current limit review proposal or monitoring eepnot older than three months is
available, and

no such indicator or early warning signal hasuoed as apparent from the above
or during the period since then, or no such ackias become necessary, which
would require the consideration of transferringiimttensive care or problem loan
treatment based on the relevant regulations.

Regardless of the above, an individual impairmaftwation has to be made by all means in
the case of exposures outstanding to a customectedf by any of the below-listed criteria
(objective evidence):

Treasury default event

Outstanding exposure regarded as a restructaeed |

Material delay in time in the case of projects

~Balloon/bullet” type of financing structure

Interest capitalisation

Adverse change of collateral

If any of the definition “Substandard” or wordeaot classification is applicable

In the case of customers in intensive care or praldban treatment it is mandatory to carry
out such calculations.

Individually assessed impairment allowances andigpians are only reversed when there is
reasonable and objective evidence of a reductidhedrestablished loss estimate.

Collectively allocated impairment and provision

Collectively assessed provision is allocated ferftilowing three main portfolios:

« on standard retail credit product, rated on a pbeatbasis; and
* for homogeneous groups of balances that are naidened individually significant,
such as

0 balances up to HUF 250 million in the case of whkale customers managed
in normal or intensive care,

0 customers with less than HUF 125 million total esypes, managed in
problematic treatment, or

0 in the case of other retail exposures being ndijest to problem loan
treatment.

« In the form of portfolio based provisioning to coymtential, not yet identified losses
for deals for which provisions have not been alledandividually (rated as Pass).

Retail products rated on a portfolio basis

The following products are assessed on a porthagis:
* Retail:

0 Credit cards

Open credit

Housing loans secured against real property (mgetd@ans)
Loans for unlimited purposes, secured againstmegderty
Personal loans

O O O0oOo
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e Small corporate customers:
0 Széchenyi Card credit (state subsidised loangecial purposes)
0 1x1 Micro-company current account overdraft in Reobloan treatment

In case of retail products assessed on portfolgishine Bank accumulated provisions with
regard to the following aspects:

* recovery expectations on problem loans,

* expected loss on performing loans.

Homogeneous groups of loans (group assessment)

A large number of relatively low value assets affebalance sheet items are valued in groups
in order to calculate impairment and provisionse Téquired provisioning rates are calculated
based on the statistical analysis of default amdhistoric tendency of the actual incurred
losses. Homogeneous groups are formed based omakevieria, including the payment
delay related to the specific contracts, the typmanagement of specific customers and the
customer’s involvement in bankruptcy or liquidatijpmocedures.

Incurred but not yet reported impairment |oss

In case of items where no specific provision hantset aside (neither in course of Individual
evaluation, nor in Group evaluation), a portfolaskbd provision is allocated to reflect those
expected losses that may be suffered arising framagies not yet detected. In calculating the
provision, the loss-related historic data of pditf® having similar credit risk attributes as

well as the ,loss identification period” (the estited period between the occurrence of the
provision and the establishment and allocationhef appropriate provision for the loan to

cover the loss) are taken into account.

Past due but not impaired loans

Loans and securities are presented as past dusgbunpaired where contractual interest or
principal payments are past due but the Group \ei¢hat the allocation of provision is not
appropriate on the basis of the level of securigollateral available and/or the stage of
collection of amounts owed to the Group.

Write-off policy

The Group, in compliance with the stipulationsegfdl regulations, writes off a loan / security

balance (and any related allowances for impairmesses) when there is documented

evidence that no further recovery can be expediki. determination is reached on the basis
of a final statement in case of liquidation or uggstablishment that after ceasing the debtor
and/or collateral provider to exist, and/or afteing all proceeds from collaterals there is still

unrecovered exposure remaining.

Collateral structure

The Group applies the basic principle, wherebyxtereds loans primarily in relation to and
based on the customer’s repayment capacity, instéadlying too much on the available
collateral. Depending on the customer’s paying ciypand rating, as well as the product
type, unsecured loans may be extended only intlgtriegulated and controlled cases.
Nevertheless, collateral may be an important nritigé credit risk.
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The main collateral types are as follows:
e primarily mortgages on residential properties ia ttétail sector;

e charges on business assets, such as real estatksaisd debtors, in the commercial
and industrial sector;

* mortgages on the financed properties in the comalewal estate sector; and
* sureties, guarantees,
e money, securities deposited as collateral.

The Bank establishes the coverage ratio requirednidividual exposures and makes its
decisions on the basis of the so-called liquidatialue of the collateral items instead of their
market value. This amount reflects the estimatexteeds which may be obtained from the
properly prepared and professionally executed tbisade of the collateral item. The use of
this amount in the calculations also contributesh® prudent management of the existing
risks, in line with the related procedures, laidvdan the strictly defined responsibility and

decision-making regulations.

Taking into account the EU and Hungarian regulatmyironment and legal practices, and
relying on its own experiences and known Hungaggperiences in the enforcement of the
collateral items, the Bank restricted, as muchassiple (within the limits of the economies of
scale) the rules of acceptability of the varioudlateral items and the calculation of the
liquidation values assigned to them. The regulanitodng and revaluation of the collateral
items securing the individual exposures is an ingydr pillar in the Bank’s monitoring
system.

The values of collaterals held at the end of tip@rng period were as follows:

2011 Loans and advance Loans and advance Securities Guarzlmtees land Letter of credit  Undrawn credit
to banks to Corporates contingencies
Cash deposit - 20935 - 14137 188 1210
Debt securities issued by
Central governments - 25 - 478 - -
Companies - 2545 - 841 - 181
Others - 8552 - -
Shares
Mortgage
Building - 1154 524 - 25329 6 689 22170
Other - 86 447 - 13775 90 2479
Guarantees from
Central governments - 84 615 - 2446 6421 11244
Other banks - 94 670 - 27 368 - 6522
Companies - 35677 - 17 342 249 8735
Others - 32214 - 4247 - 13963
Total collateral = 1520 203 = 105 963 13 637 66
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Loans and advance Loans and advance Guarantees and

Securities " . Letter of credit Undrawn credit
to banks to Corporates contingencies

Cash deposit - 31477 - 17012 129 1529

Debt securities issued by - - - - - -
Central governments - 525 - 988 - 13

Companies - 1763 - 1439 - 205
Others - 7 496 - 143
Shares - 917
Mortgage - - - - - -
Building - 1208973 - 29516 5403 34 360
Other - 109 037 - 16 933 63 8274

Guarantees from - - - - - -
Central governments - 85528 - 2732 - 9 466

Other banks - 124 832 - 55322 - 4219

Companies - 34 449 - 12748 226 8087
Others - 33378 - 822 1 2340
Total collateral = 1638 376 = 137 513 5822 68 {

The Group obtained assets by taking possessioollateral held as security, or calling upon
other credit enhancements, as follows:

2011 2010

o
|'F

Non-financial assets

Properties* 9 905 8734
Inventories 3097 1872
Other 5 -
Total assets obtained 13 007 106

Thereof properties from discounted activity: HUR5Rillion. The management and
processes related to assets obtained are reguidbebt to Asset Policy.

Concentrations
The Group monitors concentrations of credit risk d®ctor and by risk classification. An

analysis of concentrations of credit risk by se@nd by risk classification at the end of the
reporting periods is shown below:
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5.5

Loans and advance: Loans and advance
to customer

Cash on hand

to banks

Investment in
debt securities

OFF B/S
exposures

Derivative assets

Category | - without country risk - 51 855
Category Il - with low to medium country risk - 2904
Category Il - with medium to high country risk 0 571
Total exposure 0 55 330

Loans and advance: Loans and advance
to customer

Cash on hand

to banks

75 086
46 006
158 137

279 229

2530 0 5615
8441 - 4804
- - 13
10971 0 10 432

OFF B/S
exposures

Investment in

debt securities Derivative assets

Category | - without country risk - 30 302
Category Il - with low to medium country risk - 8628
Category Il - with medium to high country risk - -

Total exposure - 38 930

112 330

177 893
161

290 384

41 5416 15001
- 1012 14 893
- - 16
41 6 428 29 910

« Category | comprises countries in the EMU, GredtiaBr and Switzerland

e Category Il comprises countries with BayernLB coymating 1 to 11 excluding
countries in Category I, e.g. Russia, Croatia, laat€zech Republic

« Category Il comprises countries with BayernLB coymating over 11, e.g. Romania,

Bulgaria, Turkey, Ukraine.
This categorization is based on BLB rating

5.6

Loans and advance: Loans and advance:
to customer

Cash on hand

to banks

Aerospase - -
Automotive - -
Aviation - -
Banks 271 802 82678
Chemicals - -
Construction - -
Consumer Durables - -
Defence - -
Food + Beverages - -
Gas - -
Health Care - -
Hotels - -
Insurance companies - -
Logistic - -
Manufactoring and Engineering - -
Media - -
Metals +Mining - -
Qil - -
Pharmaceuticals - -
Pulp + paper - -
Real Estate - -
Retail - -
Sovereigns 33643 0
Steel - -
Technology - -
Telecom - -
Textiles + Apparel - -
Tourism - -
Utilities - -
Non profit organization - -
Without sector 16 232 2505
Privat - -

321677 85183

Total expos
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660 395

2 243 907

Investment in o OFF B/S
.. Derivative assets .
debt securities exposures

- - 32

- 446 14 772

- - 2301

4751 9217 14 084

- 19 4871

- 508 97 635

- 30 3724

- - 45

- 276 30 908

- - 720

- - 5549

- - 826

- - 2102

- 2141 23816

- 182 6 201

- - 3829

- 13 3158

- - 29 500

- 859 8592

- - 807

- 7972 18 276

- 0 23841
275733 38 20 568
- - 40

- 629 24217

- - 10387

- 6 2094

- 2534

- 66 30 561

- - 75

8441 32 16 924

- 351 8790

288 925 22785 411778
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Loans and advance: Loans and advance Investment in OFF B/S

Caslh@nligm to banks to customer debt securities EENEIECES exposures

Aerospase - - 650 - - 31
Automotive - - 62071 - 26 15918
Aviation - - 20439 - - 2598
Banks 1 58 055 37 664 13 606 3160 17 548
Chemicals - - 28170 - - 6887
Construction - - 71129 - 92 115808
Consumer Durables - - 13814 - 8 3046
Defence - - 147 - - 343
Food + Beverages - - 131709 - 18 26 219
Gas - - 5014 - - 205
Health Care - - 25684 - - 7584
Hotels - - 36 976 - 9 2812
Insurance companies - - 254 - 1 2213
Logistic - - 73491 - - 28120
Manufactoring and Engineering - - 22 846 - 2 7414
Media - - 9017 - - 3734
Metals +Mining - - 14124 - - 4 555
Oil - - 5893 - - 8889
Pharmaceuticals - - 13622 - 135 7726
Pulp + paper - - 18 209 - - 1254
Real Estate - - 821175 2398 1626 35755
Retail - - 77 206 - - 35725
Sovereigns 205 661 15985 19794 222573 159 23730
Steel - - 21058 - - 598
Technology - - 28 664 83 53 22478
Telecom - - 37172 - 15 13 206
Textiles + Apparel - - 10 144 223 - 2235
Tourism - - 1829 - - 2549
Utilities - - 51011 - 19 34 053
Non profit organization - - 5880 - - 521
Without sector 16 780 2187 11771 14 354 9911 4203
Privat - - 700 697 - 64 10 840
Total exposure 222 442 76 227 2377324 253 237 15 298 448 797

d, Liquidity risk

Liquidity risk is the risk that the Group's casbvils may not be adequate to fund operations
and meet commitments on a timely and cost-effedidg@s. This risk arises from mismatches
in the timing of cash flows.

Management of liquidity risk

The Group’s approach to managing liquidity is tswee, as far as possible, that it will always
have sufficient liquidity to meet its liabilities hen due, under both normal and stressed
conditions, without incurring unacceptable lossegsking damage to the Group’s reputation.

The Group requires its operating entities to maingastrong liquidity position and to manage
the liquidity profile of their assets, liabilitiesxd commitments with the objective of ensuring
that cash flows are appropriately balanced andbdijations can be met when due.

The management of liquidity and funding is primardarried out locally in the operating

entities of the Group in accordance with practiaed limits set by the Board of Directors.

These limits vary by entity to take account of tiepth and liquidity of the market in which

the entity operates. It is the Group’s generalgyothat each banking entity should be self-
sufficient with regards to funding its own operaso

The daily liquidity position is monitored and reguliquidity stress testing is conducted under

a variety of scenarios covering both normal andensmvere market conditions. All liquidity
policies and procedures are subject to review apdoaal by ALCO.
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Contractual maturity of liabilities

5.7

Carrying Gross nominal uptol 1monthto3 3 monthstol 1yearto5 5 yearsand

amount inflow/(outflow) month months year years over

Non-derivative liabilities

Trading liabilities 33463 - - - - - -
Deposits from banks 977 326 1372980 112 661 21052 293 353 655 776 290 138
Deposits from customers 1463 472 1536 607 924 351 319 801 235 637 56 540 278
Debt securities issued 171145 174 412 16 266 9 106 62 855 86 184 -
Subordinated liabilities 108 486 139 724 150 606 4707 35013 99 248

Derivative liabilities

Trading: outflow - (454564) (175 543) (100 893) (111 197) (41 694) (25 238)
Trading: inflow - 452 439 174 069 94 896 116 726 42124 24 624
Risk management: outflow (3180) (0) (117) (3062) -
Risk management: inflow 2981 0 11 49 2922

Unrecognised loan commitments 217 926 10 774 9771 104 478 20 525 72377

Loans and advances 2079 685

Carrying Gross nominal 1monthto3 3 monthstol 1lyearto5 5 yearsand

amount inflow/(outflow) months year years over

Non-derivative liabilities

Trading liabilities 19 958

Deposits from banks 1142879 1217727 24 512 130 181 208 631 746 121 108 282
Deposits from customers 1405 996 1420 846 829 856 344 652 169 753 73470 3115
Debt securities issued 139 580 150 582 3799 313 14 990 111 434 20 046
Subordinated liabilities 104 584 125 890 230 - 2696 22 280 100 684

Derivative liabilities

Trading: outflow - (550 559) (80 130) (66 204) (170576) (196 255) (37 394)
Trading: inflow - 517 716 72 622 50 417 166 519 191 027 37131
Risk management: outflow - (25 448) (14) (2873) (19 480) (3081) -
Risk management: inflow - 25276 13 2754 19513 2996

Unrecognised loan commitments - 353 790 36 053 42 610 169 068 23385 82674

Loans and advances

The above table shows the undiscounted cash flowsh® Group’s financial liabilities and
unrecognised loan commitments on the basis of #wliest possible maturity. The Gross
nominal inflow / (outflow) disclosed in the previeuable is the contractual, undiscounted
cash flow on the financial liability or commitmernithe disclosure for derivatives shows a
gross inflow and outflow amount for derivativesg(e.forward exchange contracts and
currency swaps).

The Group’s expected cash flows on these instrusnegnty significantly from this analysis.
For example, demand deposits from customers areceeghto maintain a stable or increasing
balance; and unrecognised loan commitments areahoexpected to be drawn down
immediately. Due to the significant difference beén the expected and the contractual cash-
flows, the Group’s risk management department wth bnalysis to manage liquidity risk.
The expected, undiscounted cash-flows on the Gsdiipancial liabilities were as follows:

40/124



MKB Bank Zrt.
Consolidated Financial Statements as at Decemh&031

Data in HUF million except stated otherwise

Expected maturity of liabilities

5.8

Gross nominal

Carrying

upto 1l 1monthto3 3 monthstol 1yearto5 5 yearsand

amount inflow/(outflow)

Non-derivative liabilities

Trading liabilities 33463 -
Deposits from banks 977 326 1372 356
Deposits from customers 1463 472 1559 800
Debt securities issued 171 145 174 412
Subordinated liabilities 108 486 139724
Derivative liabilities
Trading: outflow (454 564)
Trading: inflow 452 439
Risk management: outflow (3180)
Risk management: inflow 2981
Unrecognised loan commitments 68 995
Loans and advances 2079 685

Gross nominal

Carrying

month months year years over

112 661 21 489 295411 652 658 290 138

118 146 51271 41072 15713 1333598
16 266 9106 62 855 86 184 -
150 606 4707 35013 99 248
(175 543) (100 893) (111197)  (41694) (25 238)
174 069 94 896 116 726 42 124 24 624
(0) (117) (3062) -
0 11 49 2922
15821 30 205 22 969

1monthto3 3 monthstol lyearto5 5 yearsand

amount inflow/(outflow)

Non-derivative liabilities

Trading liabilities 19 958

Deposits from banks 1142879 1217727

Deposits from customers 1405 996 1420 846

Debt securities issued 139 580 150 582

Subordinated liabilities 104 584 125 890
Derivative liabilities

Trading: outflow (550 559)

Trading: inflow 517 716

Risk management: outflow (25 448)

Risk management: inflow 25276
Unrecognised loan commitments 353 790

Loans and advances

months year years over

24512 130 181 208631 746121 108282
829 856 344 652 169 753 73470 3115
3799 313 14990 111434 20 046
230 - 2696 22280 100 684
(80 130) (66 204) (170576) (196255) (37 394)
72622 50 417 166519 191027 37131
(14) (2873) (19480)  (3081) -
13 2754 19513 2996
36 053 42610 169 068 23385 82 674

The decision of the Management of the Group, howes@lso based on the liquidity gap (net
position) between contractual in- and outflows réfi@re both financial assets and liabilities

are grouped into liquidity brackets.

e, Market risk

Market risk is the risk that changes in market ggjcsuch as interest rate (interest rate risk),
equity prices (equity risk), and foreign exchangtees (foreign exchange risk) will affect the
Group’s income or the value of its holdings of fin&l instruments.

Management of market risks

As part of the Risk strategy, the Board of Direstapproves the maximum amount and scope
of market risks incurable by the Bank, ensured bgomprehensive limit structure broken
down by relevant portfoliod he main market risk limit is arising from the aahuoapital
allocation process based on ICAAP requirements.

The Board has established the Asset and LiabifiyQO) committee, which is responsible
for developing and monitoring Group market risk agement policies. ALCO has the overall
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responsibility for establishing and managing mantisk policies for the Bank, within the
framework of internal policies, covering risk maeagent, assessment of risk and related
limits, competence and decision-making mechanigm, r@gulation for breaches of limits,
approved by the Board of Directors. The memberthef ALCO are senior executives who
have principal decision-making responsibilities foisinesses throughout the whole Group. At
the operational level, market risk is managed leyNtoney and Capital Markets Directorate
on a group-wide basis.

The objective of market risk management is to manaigd control market risk exposures
within acceptable parameters, while optimizingristeirn on risk.

The Group separates its exposure to market riskdset trading and non-trading portfolios.

Trading portfolios include those positions arising from market-makiogstomer business
driven proprietary position-taking and other markednarket positions as designated.
Trading activities include transactions with debd &quity securities, foreign currencies, and
derivative financial instruments.

Non-trading portfolios include positions that arise from Group’s retaildacommercial
banking activity and the interest rate manageménthe Group’s retail and commercial
banking assets and liabilities. The Group's noditigaactivities encompass all activities other
than accounted for as trading transactions, inoydiending, accepting deposits, and issuing
debt instruments.

Exposure to market risks — trading portfolios

The Group manages exposure to market risk by ésiéty and monitoring various limits on
trading activities. These limits include:

¢ Product volume limits define maximum aggregate am®wf trading products and
contracts that the Group may hold at any time.

¢ FX position limits restrict the long and short pgmsi for each currency and the total
net amounts of FX positions that can be held inthding and banking books.

¢ VaR limits: The VaR limit of a trading portfolio ithe estimated maximum loss that
will arise on the portfolio over a specified periofitime (holding period) from an
adverse market movement with a specified probgbi{lionfidence level). MKB
Group applies parametric VaR method with 1-day imgigberiod at 99% confidence
level with 0.94 decay factor, and with an obsenraperiod of 187 business days.

¢ PLA (Potential Loss Amounts) limits define maxim@amount of loss that the Group
is willing to assume.

The VaR model used is based mainly on historictd.dBaking account of market data from
the previous 187 business days, and observedomrdaips between different markets and
prices, the model calculates both diversified andiversified total VaR, and VaR by risk

factors such as interest rate, equity and currstady.

Although VaR is an important tool for measuring kedrrisk, the assumptions on which the
model is based do give rise to some limitationsluiding the following:

* A l-day holding period assumes that it is possibléiedge or dispose of positions
within that period. This is considered to be aistial assumption in almost all cases
but may not be the case in situations in whichghgrsevere market illiquidity for a
prolonged period.
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* A 99 percent confidence level does not reflectdegbat may occur beyond this level.
Even within the model used there is a one percefigbility that losses could exceed
the VaR.

e VaR is calculated on an end-of-day basis and doeeeflect exposures that may arise
on positions during the trading day.

* VAR only covers “normal” market conditions.

* The VaR measure is dependent upon the Group'signosind the volatility of market
prices. The VaR of an unchanged position reducethaf market price volatility
declines and vice versa.

The overall structure of VaR limits is subject gview and approval by ALCO. VaR limits
are allocated to trading portfolios. VaR is meaduon a daily basis. Daily reports of
utilisation of VaR limits are prepared by the GrisuRisk Unit and regular summaries are
submitted to ALCO.

A summary of the VaR position of the Group’s tragportfolios (i.e. only trading book) at 31
December and during the period is as follows:

5.9

2011 Average Maximum Minimum
Foreign currency risk 715 1527 327
Interest rate risk 1 252

Equi
OveraII 1 376 2 795

Credit spread risk of trading book 1192 1621

2010 Average Maximum Minimum

Foreign currency risk 924 1708 445
Interest rate risk 1685 4 068 734
Equity risk 13 41 7
Overall 2622 5817 118

Important notes in connection with the table above:

- MKB applies parametric VaR for general marketkriaccording to Risk metrics
methodology (1 day holding period;99% confidenceele¥,94 decay factor, number of
observation: 187 business days)

- MKB calculates specific interest rate risk (ctespiread risk) separately from general interest
rate risk based on the swap and bond yield cumesasp

- The table contains only VaR of the trading bookifon.

- There is no commaodity in MKB Group position.

- MKB Group does not have significant open positfoom options therefore there is no
volatility VaR calculation.

Exposure to interest rate risk — non-trading portfos
The principal risk to which non-trading portfolieze exposed is the risk of loss from

fluctuations in the future cash flows of financiabtrument because of a change in market
interest rates.

43/124



MKB Bank Zrt. Data in HUF million except stated otherwise
Consolidated Financial Statements as at Decemh&031

The management of interest rate risk is supplendebie monitoring the sensitivity of the
financial assets and liabilities to various staddand non-standard interest rate scenarios.
Standard scenarios that are considered on a mobésig include a 200 basis point parallel
fall or rise in all yield curves worldwide.

The ALCO is the monitoring body for compliance wabproved limits and is assisted by
Risk Management in its monitoring activities. A suary of the Group’s interest rate gap
position on non-trading portfolios is as follows:

At the end of the reporting period the interese rptofile of the Group’s interest-bearing
financial instruments was:

ol

.10

As at 31 December 2011

Fixed rate instruments in HUF millions
Financial assets 683 212
Financial liabilities (1238 607)
Total fixed rate instruments (555 395

Variable rate instruments DRI 1T

HUF CHF EUR USD Other currencies
Financial assets 501 953 620 704 1153 119 33165 70 446
Financial liabilities (349 551) (511 612) (634 304) (55 556) (11 508)
Total variable rate financial instruments 152 402 109 092 518 815 (22 391) 58 934
As at 31 December 2010
Fixed rate instruments in HUF millions
Financial assets 509 317

Financial liabilities 1154 834)
Total fixed rate instruments (645 517

: . Denominated in
Variable rate instruments

HUF CHF EUR UsD Other currencies
Financial assets 416 457 667 090 1156 943 23822 68 865
Financial liabilities (351 617) (407 582) (729 178) (44 644) (10 418)
Total variable rate financial instruments 64 840 259 508 427 765 (20 822) 58 44
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An analysis of the Group’s sensitivity to an in@ear decrease in market interest rates is as
follows:

511

As at 31 December 2011

Effect on equity Effect on P/L

HUF
200 bp increase (698) (1751)
200 bp decrease 736 726
CHF - -
200 bp increase (14) (704)
200 bp decrease (45) (4 315)
EUR - -
200 bp increase 952 (3 006)
200 bp decrease (758) (612)
usb - -
200 bp increase 237 (1037)
200 bp decrease (122) 930
Other currencies - -
200 bp increase 412 (1804)
200 bp decrease (326) 1448

As at 31 December 2010

Effect on equity Effect on P/L

HUF
200 bp increase 280 (2 630)
200 bp decrease (274) 1993
CHF
200 bp increase 186 (203)
200 bp decrease (67) (5 614)
EUR
200 bp increase (681) 3650
200 bp decrease 63 (3204
usb
200 bp increase 368 (2 163)
200 bp decrease (167) 863
Other currencies
200 bp increase 307 836
200 bp decrease (361) 1592

45/124



MKB Bank Zrt. Data in HUF million except stated otherwise
Consolidated Financial Statements as at Decembh&031

The amount of change, during the period and cuiwelst in the fair value of the financial
liabilities designated as at fair value throughfipiar loss, that is attributable to changes in the
credit risk of that liabilities are the followings:

5.12

2011 2010
Changes during the reporting period 2 1472
Changes cumulatively (since designation of therfoel liabilities) (454) (455)
Difference between the financial liability's carrgiamount and the
amount contractually required to pay at maturity (7 272) (2 763)

(7 724) (1746

The amount which reflects on changes in market itiong for these liabilities as changes in
interest rate, is estimated as follows:

(a) First, computing the liability’s internal raté return at the start of the period using the
observed market price of the liability and the ili6§s contractual cash flows at the start of
the period. It deducts from this rate of return tserved (base rate of the relevant market)
interest rate at the start of the period, to aravean instrument-specific component of the
internal rate of return.

(b) Next, calculating the present value of the déshis associated with the liability using the
liability’s contractual cash flows at the end oétperiod and a discount rate equal to the sum
of (i) the observed (base rate of the relevant ptaikterest rate at the end of the period and
(i) the instrument-specific component of the int@drrate of return as determined in (a).

(c) The difference between the observed markeemfahe liability at the end of the period
and the amount determined in (b) is the changaiinvilue that is not attributable to changes
in the observed (base rate in the relevant maikiehest rate.

Exposure to other market risks — non-trading portis

The Group is exposed to foreign exchange risk gindts holdings of financial instruments
denominated in foreign currencies. Exchange riskagament aims to reduce the adverse
impact of potential changes in the market valugooéign currency financial instruments
induced by exchange rate fluctuations. The Grofipancial position in foreign currencies at
the end of the reporting periods was as follows:
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5.13
In functional In foreign currencies
currencies UsD EUR CHF Other
Financial assets except for derivatives 101373249451 1123675 563947 193156 2943961
Financial liabilities except for derivatives 1147%6 177 598 962667 517077 139004 2943961
Net derivative and spot instruments (short) / Ipogition 124557 125777  (172976) (47 252) (30 106) ©)
Total net currency positions (9 326) (2 370) (11 968) (382) 24 045 -

In functional In foreign currencies
[(ESES UsD EUR CHF Other
Financial assets except for derivatives 618939 43682 1324992 682753 268822 2939188
Financial liabilities except for derivatives 854321 156486 1265755 472096 190530 2939188
Net derivative and spot instruments (short) / Ipogition 178519 109 507 (59 748) (206 586) (21 692)
Total net currency positions (56 863) (3297) (511) 4071 56 600 -

f) Credit spread risk

Credit spread risk is the risk of changing markétepof the bonds due to change in spread of
bonds’ issuer which may have negative impact orGitwip’s performance.

Managing and monitoring credit spread risk

The framework of credit spread risk managementfgdd in the risk strategy. According to
this risk strategy credit spread risk may be takaty within the approved limits. Credit
spread risk is managed on operative level by thenéyloand Capital Market Directorate.
Group’s Risk Unit is responsible for measuring @regdread risk, controlling limit utilisations
and reporting it to ALCO.

Risk measurement

Similar to the general interest rate risk measurgrttee Group establishes the credit spread
risk figures based on the present value of thedutash flows.

The applied credit spread stress test values argeteregularly, but at least bi-yearly. The

length of liquidation periods used for the calcaglas are matched to the required liquidation
time of the products.

g, Operational risks

Operational risk means the risk of loss resultirggnf inadequate or failed internal processes,
people and systems or from external events, arddes legal risk. Operational risk does not
include business and reputational risks.

Legal risk is the risk of losses due to the noneolence of the scope set by legal provisions
and jurisdiction caused by ignorance, lack of @itige in applying law or a delay in reacting

to changes in legal framework conditions (includiman-observance which is unavoidable or
not attributable to one’s own fault).
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Procedure

The principles, rules and procedures that servertperly identify, manage and monitor
operational risk are defined in the BayernLB OpR&kidelines, in the Risk Strategy and in
the OpRisk policy, operative directive and CEO dire established by also considering the
local requirements.

Risk measurement

The operational risk capital requirement of MKB Ra@rt. is calculated by using The
Standardised Approach (TSA) both at individual @mdup level since January 1st 2008.
According to the Standardised Approach the oparatioisk capital requirement is the
average of the preceding three years’ total of weeghted governing indicators of the
business lines (gross income).

Risk management and monitoring

The system that serves to evaluate operationalisidklly integrated in the Bank’s risk
management process and in the work processes.

The centralised unit of the Bank’s operational nsknagement is the Centralised OpRisk
Management that is responsible for the establishnagi maintenance of the internal
regulation and organisation (including the IT systend the oprisk network) of operational
risk management and for the establishment and owiioh of the oprisk management
methods and tools. Besides, its task is to ensungep loss data collection and in connection
with that the reporting obligations.

Besides the Centralised OpRisk Management, DedietiaOpRisk Units (extended to the
whole organisation) were established that identiéport and manage operational risks and
their tasks and responsibility being set-up in dpeisk regulations. The Centralised OpRisk
Management keeps independent control over the Detisrd OpRisk Managers that are
assigned in the various units and responsible famaging operational risk and reporting of
loss events.

At group level the Centralised OpRisk Managemen&B determines the operational risk
regulations required from the subsidiaries, and flemework for operational risk
management at group level and in this respect sigesr the subsidiaries as well. The
centralised and decentralised operational risk grament units have also been established in
the subsidiaries that have loss data collectionrapdrting obligation towards the Centralised
OpRisk Management of MKB.

The Centralised OpRisk Management of MKB preparespart on the current status of the
operational risk management of the Bank and obthsidiaries for the Board of Directors on
a quarterly basis. Besides, an oprisk risk remoprépared at group level for BayernLB, also
on a quarterly basis (as a part of the so-calledmrisk report). The Bank fulfils COREP data
delivery to HFSA on a quarterly basis at group leve

Risk management methods and tools

Loss data collection

MKB Bank Zrt. has been performing operational fiss data collection continuously which
includes the electronic reporting and managingpafrational risk loss events.
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OpRisk Self-Assessment — ORSA

The Bank performs the oprisk self-assessment yniiniit, with the help of a questionnaire, in
order to recognise and understand the operatiasied related to the work processes and to
increase the level of risk-awareness of the units.

Key Risk Indicators - KRIs

Those performance/risk ratios suitable for revephneas and factors critical for operational
risk, the change of value of which indicates thange of factors important from the point of
view of risk occurrence. By defining and monitoritige values of the suitable indicators the
Bank intends to help forecasting, preventing awdicang operational risks.

Business Continuity Planning

In order to undisturbedly maintain the Bank’s opieral processes it is necessary to evaluate
the potential threats of the certain processes, phebability of occurrence and the potential

damages resulting from the fallout of the proces3éss risk analysis and the procedures
needed to maintain the functionality of the Ban&iganisation is included in the Business

Continuity Plan (BCP). The Disaster Recovery PIBRP) is based on the BCP. The DRP

includes measures that have to be taken when thoseesses and (eg. IT) resources
supporting the processes, that are critical reggrdne Bank’s operation, get damaged or
become unmaintainable.

Membership of the Hungarian Interbank Operational Risk Database (HUnOR)

The Bank is one of the foundation members of th@gdduan Interbank Operational Risk
Database (HunOR) that began its live operation my M007 with the participation of 13

domestic financial institutions. The member ingiitns report their loss data towards the
Consortium regularly, anonymously starting withulany 1st 2007.

h, Capital management

The Group’s lead regulator, the Hungarian Finan8igbervisory Authority sets and monitors
capital requirements for the Group as a whole. paent company and individual banking
operations are directly supervised by their loegltators.

In June 2006, the Basel Committee on Banking Sigierv (‘the Basel Committee’)
published the final comprehensive version of ‘Inggional Convergence of Capital
Measurement and Capital Standards’ (‘Basel II')alihieplaced Basel I. The new framework
is designed to more closely align regulatory capi#guirements with underlying risks by
introducing substantive changes in the treatmentredit risk. Moreover, an explicit new
capital charge for operational risk has also beémduced, as well as increased supervisory
review and extended public disclosure needs.

The Group'’s regulatory capital is analyzed into tiees:

« Tier 1 capital, which includes ordinary share capishare premium, perpetual bonds
(which are classified as innovative Tier 1 secesitj retained earnings, translation
reserve and minority interests after deductiongyfmydwill and intangible assets, and
other regulatory adjustments relating to items tue included in equity but are
treated differently for capital adequacy purposes.
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« Tier 2 capital, which includes qualifying subordieg liabilities and the element of
the fair value reserve relating to unrealised gaimequity instruments classified as
available-for-sale.

Various limits are applied to elements of the cdpitase. The amount of innovative tier 1
securities cannot exceed 15 percent of total ti@agdital; qualifying tier 2 capital cannot
exceed tier 1 capital; and qualifying term subaaitid loan capital may not exceed 50 percent
of tier 1 capital. There also are restrictions loe amount of collective impairment allowances
that may be included as part of tier 2 capital. eDteductions from capital include the
carrying amounts of investments in subsidiaries @ not included in the regulatory
consolidation, investments in the capital of baakd certain other regulatory items.

Banking operations are categorised as either tgdolimk or banking book, and risk-weighted
assets are determined according to specified mmeints that seek to reflect the varying
levels of risk attached to assets and off-finanptaition exposures.

Capital allocation

It is the Group’s policy to maintain a strong capibase to support the development of its
business and to meet regulatory capital requiresnanall times. The Group also maintains a
strong discipline over its investment decisions argkre it allocates its capital, seeking to
ensure that returns on investment are appropri&te t@king account of capital costs. The
Group recognises the effect on shareholder retofribe level of equity capital employed
within the Group and seeks to maintain a prudetanze between the advantages and
flexibility afforded by a strong capital positiomd the higher returns on equity that are
possible with greater leverage.

In 2008, the Group introduced the Economic Valuedédl (EVA) method for capital
allocation and budgeting purposes.

Economic Value Added is a financial performancehmodtto calculate the true economic
profit of a corporation. EVA can be calculated &t aperating profit after taxes minus a
charge for the opportunity cost of the capital sted.

EVA is an estimate of the amount by which earniexgseed or fall short of the required
minimum rate of return for shareholders or lend@grsomparable risk. EVA can be calculated
for a divisional (Strategic Business Unit) level.

The basic formula for calculating EVA is:

Operating Income
- Operating Expenses

Operating Profit
- Impairment and provision

Net Operating Profit Before Tax
- Capital Charges (Allocated Capital x Cost of Calpi

Economic Value Added (EVA)

By taking all capital costs into account, includihg cost of equity, EVA shows the financial
amount of value a business has created or destioyeteporting period.
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The Group has identified the following as being thegerial risks faced and managed through
the Capital Management Framework: credit, mark@grational, and asset and liability
management risks.

Basel Il

The supervisory objectives of Basel Il are to preemsafety and soundness in the financial
system and maintain at least the current overakll®f capital in the system, enhance
competitive equality, constitute a more comprehenapproach to addressing risks, and focus
on internationally active banks. Basel Il is staretd around three ‘pillars’: minimum capital
requirements, supervisory review process and matiseipline. The Capital Requirements
Directive (‘CRD’) implements Basel Il in the EU.

For credit risk, the Group has adopted the staiskzdtcapproach to Basel Il with effect from 1
January 2008

Basel Il also introduces capital requirements ds@perational risk. The Group currently has
adopted the standardized approach to the deteioninat Group operational risk capital
requirements.

The table below summarises the Bank’s capital statuat 31 December 2011 and 2010 on
group level. There was a share issuance in progvegsh had not been registered by the
Court yet, but the related amount had been paiBdyernLB. Therefore the table separates
the capital status on group level with and withibxgt new shares being issued.
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5.14

2011 2011
Basel Il after

Basel Il before
capital increase capital increase

2010
Basel Il

Share capital 20733 43 937 20733
Nominal value of repurchased own shares - - -
Issued, but unpaid - - -
Outstanding share capital 20733 43 937 20733
General reserves 62 410 101 206 185 448
Intangible assets (24 827) (24 827) (34 516)
Reserve for general banking risk 1340 1340 1320
Tier 1: Net core capital 59 656 121 656 172 985
Considerable subordinated debt 29 828 60 828 86 493
Revaluation reserves 55 55 345
Goodwill 715 715 (21 659)
Tier 2: Supplementary capital 30 598 61 598 65 179
Other deductions (17 786) (110) (465)
Participations in financial institutions (2 773) (2773) (2 720)
Unused subordinated loan for market risk 6523 6523 7167
Regulatory capital 77 218 187 894 242 144
Risk-weighted assets (RWA) 1726 412 1726412 1753293
Operational risk (OR) 232138 232138 239 663
Market risk positions (MR) 122 312 122 312 139 975
Total risk weighted assets (RWA +12.5*(MR+OR)) 2 08862 2080862 2132931
Regulatory capital / Total assets 2,62% 6,38% 8,24%
Capital adequacy ratio 3,94% 9,59% 12,15%

9,03% 11,35%

Capital adequacy ratio (including market risk)

Unconsolidated capital adequacy ratio is 2,09%neetapital increase and 9,17% after capital
increase.

The capital adequacy ratio did not reach the minimavel described by local regulations
neither on stand-alone nor on consolidated levadwéver, the capital increase made
subsequently (see note 43 about significant sulesgagavents) resolved this situation and the
ratios are above minimum level again.

The second pillar of Basel Il (Supervisory Reviemd &valuation Process - SREP) involves
both the Bank and the Supervisory regulators takingew on whether a Bank should hold
additional capital and how much against risks mmteced in pillar 1. Part of the pillar 2
process is the Internal Capital Adequacy AssessiPrtess (‘ICAAP’) which is the Bank’s
self assessment of risks not captured by pillafHHe Group has identified the following
additional risks not covered in pillar 1 as mateaiad implemented policies and practices to
measure the effect of these risks in pillar 2:

» Credit concentration risk

» Country risk
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* Non-trading book interest rate risk (Banking booterest rate risk)
» Settlement risk

¢ Reputation risk

e Liquidity risk

e Strategic risk

Pillar 3 of Basel Il is related to market discigiand aims to make firms more transparent by
requiring them to publish specific, prescribed detaf their risks, capital and risk
management under the Basel Il framework.

The Group's Asset and Liability Management CommitteALCO) has the overall
responsibility for managing capital adequacy ratiche Group. Besides this the Group is
required to disclose capital adequacy ratio toHbagarian Financial Supervisory Authority.
The Group has its own capital management systerohwiki able to report on a daily base
towards ALCO. The Management report comprises tineent Risk Weighted Assets situation
and daily forecasted levels for subsequent 2-weeks.

Due to the unforeseeable events of the domestikeha@nd significant impairments, the
Bank’s strong capital position became volatile otfer last 2 years. Consequently, the bank
has put capital stability as one of the ultimatatsgic objectives going forward.

The Bank is undertaking a set of capital preseowagiriorities to create a sufficient capital
buffer to manage the unforeseen developments dithee. The main elements of this capital
preservation strategic initiative are:
- Stringent execution of an all encompassing cosinguéxercise
- Strict monitoring of capital limits within a capitdimit framework, driven by
efficiency based (EVA/RAROC) allocation approach
- Evaluating and implement strategic options to canveor ring-fence certain capital
intensive parts of the bank’s portfolio, in collagtbon with the owners and the
regulator.

The shareholders of the Bank are strongly committethaintain the capital adequacy and
will take all necessary actions. The managemenéves that the Bank will be able to keep
the capital adequacy requirements above the minitewed based on the above mentioned
strategic measures.

6 Cash reserves

6.1
2011 2014

Cash and balances with Central Banks 74 386 121 925
Treasury bills and bills eligible for refinancing Bentral Banks 247291 100517
Cash reserves 321 677 222 447

The Group is required to maintain a minimum resewite the National Bank equivalent to
3% (2010: 3%) of certain deposits. The balanc&eiinimum reserve is based on the period
end balance of these deposit accounts and amouatédUF 38,469 million as at 31
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December 2011 (2010: HUF 36,870 million). At 31 Beber 2011, cash on hand amounted
to HUF 49,108 million (2010: HUF 67,243 million).

Treasury bills, categorized as available-for-safepunting to NIL (2010: HUF 396 million)
were pledged as collateral for stock exchange esuitacard transactions and according to the
Group accounting policy, are presented also asreasgnve.

7 Loans and advances to banks

N
[EEN

2011 2014
Current and clearing accounts 8 550 12 162
Money market placements 23 656 38 334
Loans and advances 52 977 25731
Less collective allowances for impairment (131) (447)

Loans and advances to banks 85 052 75 78(

Collective allowances for impairment

Balance at 1 January (447) (16)
Impairment loss for the year:
Charge for the year (102) (433)
Reversal 429 17
Effect of foreign currency movements (11 -
Unwinding of discount - -
Reclassification - (15)
Write-offs
Balance at 31 December (131) (44

From the balance of Current and clearing accotttitd; 521 million (2010: 471 million) was
due from a shareholder with a significant influeaoel was granted at market rate.
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8 Trading assets

8.1

2011 2010
Accumulated Accumulated

Cost : Book : Book
unrealised unrealised
value value
result result

Debt and equity instruments

Government Treasury bills 6361 - 6361 8873 (8) 8 865
Government bonds 24530 (457) 24073 15689 150 15839
Hungarian corporate sector bonds 2790 296 3086 2280 329 2609
Foreign corporate sector bonds 769 34 803 841 59 900
Hungarian equities 547 8) 539 285 9) 276

Foreign equities

Total debt and equity instruments 34997 (135) 34862 27968 521 28 48|

Derivative instruments by type

FX-based derivatives instruments - 8802 8 802 - 4777 4777
Index-based derivative instruments - 7 7 - 47 47
Interest-based derivative instruments - 12171 12171 - 8 085 8 085
Credit default swaps - - - - - -
Options 1958 (152) 1806 842 1547 2 389
Total derivative instruments 1958 20828 22786 842 14 456 15 29§
Total trading assets 36 955 20693 57648 28810 14 977 4378

9 Derivative assets held for risk management

Fair value hedges of interest rate risk

The Group uses interest rate swaps to hedge itssarpto changes in the fair value of certain
loans and advances. Interest rate swaps are mdtchkpdcific loans. (see Note 4 n,)

Other derivatives held for risk management

The Group uses other derivatives, not designatadjimalifying hedge relationship, to manage
its exposure to foreign currency, interest ratejitggmarket and credit risks. The instruments
used include interest rate swaps, cross-currerteyeist rate swaps, forward contracts, and
options. The fair values of those derivatives &a@s in the table above.
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10

Investments in securities

[EEN
©
[EEN

2011 2014

Available-for-sale

Hungarian Government bonds 273582 209 569
Hungarian corporate sector bonds 6066 5550
Foreign Government bonds 5525 27654
Foreign corporate sector bonds 4765 3963
Hungarian equities - 6 332
Foreign equities 92 391
Less specific allowances for impairment (1105) (222
Investment in securities 288 925 253 23

Specific allowances for impairment

Balance at 1 January (222) (226)
Impairment loss for the year:
Charge for the year (883) -
Reversal - 4

Effect of foreign currency movements - -
Unwinding of discount - -
Write-offs - -
Balance at 31 December (1 105) (224

At 31 December 2011, HUF 74,409 million (2010: H3B,606 million) from the total
amount of Investments in securities were pledgedo#ateral for stock exchange and credit
card transactions in the ordinary course of busines

The total revaluation effect excluding deferredetain equity comprises HUF 12,3@¥llion
loss (2010: HUF 8,44¢nillion loss) and HUF NIL million deferred tax asssnd HUF NIL
million deferred tax liability (2010: HUF 37 mitln deferred tax asset and HUF 4 million
deferred tax liability).

In 2011 HUF 2,620 million loss was recognized ie fhcome statement relating to AFS
securities, which is a reclassification from otbemprehensive income into profit or loss.

Due to the downgrading of Hungary by rating comparat the end of November the market
prices of government issued securities droppetinénwith accounting policy (see Note 4.1)
impairment was recognized on government bonds ufheoevel of nominal amount, and
amounted to HUF 883 million (2010: NIL) at the esfdhe reporting period.

As at 31 December 2011, the carrying amount, tirevidue and the amortized cost of all
investments in debt instruments (included eithaeraish reserves or investments in securities),
other than those classified as FVTPL are as follows
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10.2

Carrying

2011
amount

Fair value Amortized cost]

Investments in debt instruments classified as:

Loans and receivables - - -
Held-to-maturity investments - - -
AFS financial assets 533 618 533618 546 660

Total 533 618 533 618 546 660

2010 Carrying Fair value Amortized cosf]
amount
Investments in debt instruments classified as:
Loans and receivables - - -
Held-to-maturity investments - - -
AFS financial assets 347 252 347 252 354 714
Total 347 252 347 252 354 714
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11 Loans and advances to customers

Loans and advances to customers at amortised cost

111
2011 Gross Specific al!owances Collegtive gllowances Carrying
amount for impairment for impairment* amount
Corporate
Overdrafts 62 984 (1942) (356) 60 685
Trading and industrial 352 341 (12 864) (6 789) 332688
Real estate 775 043 (70 521) - 704 522
Total corporate 1190 368 (85 327) (7 146) 1097 895
Small- and medium sized enterprises (SVIE)
Overdrafts 36 055 (5 544) (194) 30318
Trading and industrial 239 960 (73 348) - 166 612
Real estate 17 502 (8 153) - 9348
Credit card 8 462 (295) (76) 8 091
Total SME 301 979 (87 341) (270) 214 369
Retail
Overdrafts 16 891 (3824) (883) 12 184
Residental mortgage 558 229 (24 950) (16 195) 517 084
Credit card 19 585 a7) (558) 19 011
Personal 1846 (5) (535) 1306
Employees 11 447 ) 8) 11 438
Trading and industrial 143 562 (20 534) (1 680) 121 347
Total retail 751 560 (49 332) (19 859) 682 369
Loans and advances to customers 2243 907 (221 999) (27 275) 1994 6

Collective impairment contains incurred loss artteoportfolio based provisions.

Gross Specific allowances Collective allowances Carrying
amount for impairment for impairment amount
Corporate
Overdrafts 54 612 (1211) (297) 53 105
Trading and industrial 435 750 (20 720) (2 530) 412 500
Real estate 744 905 (41 674) (2 044) 701 187
Total corporate 1235 267 (63 605) (4871) 1166792
Small- and medium sized enterprises (SVIE)
Overdrafts 38 238 (4 503) (434) 33301
Trading and industrial 290 036 (69 908) (1 924) 218 204
Real estate 14 460 (4377) (44) 10 039
Credit card 6 864 (125) (42) 6 697
Total SME 349 598 (78 913) (2 444) 268 241
Retail
Overdrafts 21851 (4 089) (3 084) 14678
Residental mortgage 582 337 (2 309) (16 027) 564 001
Credit card 20 316 9) (930) 19 377
Personal 2972 (14) (771) 2187
Employees 12 457 (50) (92) 12 315
Trading and industrial 152 527 (20 187) (2 161) 130 179
Total retail 792 460 (26 658) (23 065) 742 737
Loans and advances to customers 2377 325 (169 175) (30379) 21777

The following table presents the amounts expedaduktrecovered or settled after more than

one year and within one years:
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11.2
2011 2010
Uptolyear Overlyear Uptolyear Overlyea
Loans and advances to banks 85 028 24 62 063 13717
Loans and advances to customers 623 113 1371520 575 838 1601 932
Trading assets 25500 32148 30 654 13133
Investments in AFS securities 84 083 204 842 9 836 243 401

Early final repayment of Mortgage Loans denominatefireign currencies

The Hungarian Parliament adopted Act CXXI of 20Xl the amendment of certain laws
related to home protection on 19 September 201d. tteen new rules became effective on 29
September. This amendment has made it possibla fmrtain group of customers having
foreign currency based loan agreements, as defipédw, to pre-pay in full their loans at a
fixed exchange rate that is significantly lowerrthiae actual market forex rate, in other words
to repay in full their outstanding loans in a lusym before the original contractual maturity.
The FX rates which should be used during the caiwerwere CHF/HUF 180, EUR/HUF
250 and JPY/HUF 2.5. The lending financial instiing were obligated to administer such
final repayments without charging extra fees or cossions, at a fixed exchange rate, subject
to the fulfilment of certain conditions defined layv, which results for the financial institution
in the realisation of loss on the defined exchamge differing significantly from the market
rate valid at the time of such final repayment. ditrénstitutions had the opportunity to
minimize their losses through submitting competittender bids from time to time to the
Hungarian National Bank for buying EUR at markder& he matter the conversion of EUR
into CHF or JPY was done at market rates.

The final deadline for submitting the requeststhar early repayment was 30 December 2011,
which allowed for the Bank to have factual dataarding the loss realised. The Bank was
entitled to refuse an application for early finapayment, should the debtor fail to attach to
his/her submitted application by 30 January 20lthatatest either a binding promissory note
issued by another credit institution on grantinigan that is sufficient to cover the necessary
sum of the early repayment, or the placement of surash sufficient to cover the early
repayment on the debtor’s account kept at the ttneblank.

MKB recognized a HUF 37,251 million loss due tostlgarly repayment scheme, which

included HUF 15,357 million direct write off. Thel¥26 customers who made final

repayment belong to the high-quality debtors (Jaiter than rating 14) and the main source
of the final repayment at MKB was their own fund#jeit the relevant part of it was not

savings (deposits, bonds, investment funds) helMKiB.

Financial institutions subject to the payment oé@al banking tax were entitled to deduct
from their special tax 30% of their losses arisiram early final repayments at preferential
exchange rates. Should the bank not be able tacti#tri30% of his losses arising from early
final repayment from the special tax remaining ésssould be utilised by other financial
institution in the group.
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Allowances for impairment

[EY
=
w

2011 2010

Specific allowances for impairment on loans and ahces to customers

Balance at 1 January 169 175 94 073
Impairment loss for the year:
Charge for the year 119 467 131 052
Reversal (33 991) (30 691)
Aqiusition of subsidiaries
Utilisation (25 848) (28 863)
Recoveries 4316 1777
Effect of foreign currency movements 9932 750
Unwinding of discount (8 842) (5 024)
Reclassification 327 7878
Discontinoued operation (8 221) -
Balance at 31 December 221 999 169 175

Collective allowances for impairment on loans andwances to customers

Balance at 1 January 30379 23786
Impairment loss for the year:
Charge for the year 11 301 28 237
Reversal (8 442) (6 071)
Recoveries
Utilisation (2 940) (7 629)
Effect of foreign currency movements 1610 738
Unwinding of discount - (880)
Reclassification (16) (7 802)
Discontinoued operation (4617) -
Balance at 31 December 27 275 30 379
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The concentration of Loans and advances to cusmineindustry at 31 December was as

follows:
114
Sectors 2011 Gross Speciﬁc al!owances Collect_ive gllowances Carying amount
amount for impairment for impairment

Real Estate 843 582 (96 898) - 746 684
Private 660 395 (12 664) (18 779) 628 952
Food + Beverages 137 146 (22 521) - 114 625
Logistics 69 361 (5611) (425) 63325
Automotive 58 790 (4 961) (297) 53 532
Trade and sevices 56 281 (6 496) (352) 49 433
Construction 63 839 (14 961) (260) 48 618
Utiities 50 319 (1935) (182) 48 202
Telecom 31786 (457) (193) 31136
Other 46 645 (13 573) (5 948) 27123
Technology 30322 (5 327) (388) 24 608
Financial services 30318 (9 037) (76) 21 205
Pharmaceuticals 17 975 (433) (72) 17 470
Manufactoring and Engineering 22 604 (6 243) (64) 16 297
Oil and gas 16 267 (1 552) (5) 14 710
Chemicals 18 636 (3982) - 14 654
Pulp + paper 15 365 (1317) - 14 048
Hotels 18 237 (5 363) - 12 873
Sovereigns 12 109 (137) (52) 11 920
Consumer Durables 13 382 (2 166) (76) 11 139
Textiles + Apparel 10 243 (2 555) (51) 7 638
Media 9 040 (1 774) (7) 7 259
Metals +Mining 9 205 (1997) (35) 7172
Non profit organizations 2058 37) (1) 2 009

Loans and advances to customers 2 243 907 (221 999)

Gross Specific allowances Collective allowances

Sectors 2010

Carrying amount

amount for _impairment for impairment

Real Estate 820 993 (59 688) (2 636) 758 669
Private 700 696 (15 318) (20 127) 665 252
Food + Beverages 131 709 (22 962) (838) 107 909
Other 82018 (9571) (362) 72 085
Trade and sevices 77 206 (5 693) (586) 70927
Logistics 73 491 (4 864) (596) 68 031
Construction 71128 (12 278) (1 048) 57 802
Automotive 62 071 (4 832) (579) 56 660
Utiities 51010 (1 395) (480) 49135
Financial services 37 665 (1 562) (248) 35 855
Telecom 37172 (1710) (219) 35243
Hotels 36 977 (4 575) (340) 32 062
Chemicals 28170 (2 613) (96) 25 461
Technology 28 664 (5 348) (578) 22738
Sovereigns 19 794 (491) (299) 19 004
Pulp + paper 18 209 (1581) (160) 16 467
Manufactoring and Engineering 22 845 (6 257) (202) 16 386
Pharmaceuticals 13 622 (133) (80) 13 409
Metals +Mining 14 123 (1 860) (175) 12 088
Consumer Durables 13 815 (2 267) (275) 11 273
Oil and gas 10 907 (881) (116) 9910
Textiles + Apparel 10 144 (1 699) 97) 8 348
Media 9017 (1 401) (225) 7391
Non profit organizations 5880 (196) 17) 5668
Loans and advances to customers 2377 329 (169 175) (30 379) 217777
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At 31 December 2011 the carrying amount of loarsigihated as hedged item in a fair value
hedge relationship was HUF 3,003 million, whileitt@nortised cost amounted to HUF 2,835
million.

Finance lease receivables

As part of its financing activities, the Group esteto finance lease transactions as a lessor.
At December 31, 2011 and 2010, the reconciliatibthe Group's gross investment in the
lease, and the net present value of minimum leagments receivable by relevant remaining
maturity periods are as follows:

11.5
2011 up to 1 year to over Total
1 year 5 years 5 years
Gross investment in the lease 18 938 18 335 6 701 43974
Unearned finance income (2 006) (2 814) (668) (5 488)
Present value of minimum lease payments 16 932 15521 6 033 38 486
Accumulated allowance for uncollectible minimumdegayments (4 350) (168) (16) (4 534)
Finance leases as per balance sheet date 12582 15353 6017 33 957
2010 up to 1yearto over Total
1 year 5 years 5 years
Gross investment in the lease 16 686 20 680 7907 45 273
Unearned finance income (2 098) (3 247) (1216) (6 561)
Present value of minimum lease payments 14588 17 433 6 691 38712
Accumulated allowance for uncollectible minimumdegayments (2 892) (254) (53) (3199)
Finance leases as per balance sheet date 11696 17179 6 638 &5 Eil

In 2011, HUF 548 million contingent rents were mgai@ed in finance income (2010: HUF
432 million), and unguaranteed residual value arrexito HUF 421 million (2010: NIL).

Contracts original maturity ranges from 1 year @oygars. Most of the leasing agreements are
CHF and EUR based. The contracts earn interestaniable rates linked to the relating
BUBOR, LIBOR, EURIBOR. In general hotels, officeiloings and vehicles are leased. No
guaranteed residual value exists.
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12  Other assets

2011

12.1

18 486 13 678

Prepayments and other debtors
Inventory

Collaterals held in possession
Corporate income tax refundable
Other taxes refundable

Specific allowances for impairment

Other assets

Specific allowances for impairment

Balance at 1 January
Impairment loss for the year:
Charge for the year
Reversal
Utilization

Effect of foreign currency movem:

Unwinding of discount
Reclassification

Write-offs
Balance at 31 December

1697 1991

14 618 11 411

38 329

751 946

(2909) (1 348)
32681 2700

(1 348) (352)

(1830) (1197)

8
0
(14

273

(2 909)

55
146

(1 349

At 31 December 2011, HUF 3,456 million (2010: HU,396 million) non — current asset
have been acquired through enforcement of secovity loans and advances.
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13

Goodwill

13.1
Goodwill

Cost
Balance at 1 January

Acquisitions through business combinations
Acquisition of minority interest

Other acquisitions — internally developed
Effect of movements in exchange rates
Disposal of subsidiaries

2011 2010

51730 50473

5751 1257

Balance at 31 December

57481 51730

Impairment losses
Balance at 1 January

Impairment loss
Effect of movements in exchange rates

(25506) (9 860)

(29 165) (15 428)
(2 810) (218)

Balance at 31 December

(57 481) (25 506)

Carrying amounts
As at 1 January

At 31 December

26224 40613

0 26224

Impairment testing for cash-generating units:

For the purpose of impairment testing, goodwililiecated to the Group’s operating divisions
which represent the lowest level within the Groupvhich goodwill is monitored for internal

management purposes.

The carrying amount of goodwill is allocated to thikowing cash generating units:

[EEN
w
N

Bulgarian market
Hungarian leasing market
-thereof subsidiaries

Goodwill

2010

25373

4 486 7953

851

33 32¢

In 2011 Goodwill relating to subsidiaries amountedIL (2010: HUF 26,224 million).
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The Bulgarian market contains MKB Unionbank AD. THengarian leasing market includes
MKB Euroleasing Zrt. group members. MKB Euroleasiry is consolidated using the equity
method, and based on this fact the total carryinguant is tested.

The recoverable amount of each cash-generatindhagsibeen calculated based on its value in
use.

Value in use has been calculated by discountingfuhge cash flows generated from the
continuing operation of the cash generating unjteBtimating the expected future cash-flows
from operation, the Group used its own method. idlaes assigned to the key assumptions
represent management’s assessment of future tiantse Bulgarian, Romanian banking
industry and in the Hungarian leasing industry anel based on both external sources and
internal sources (historical data). The manageregpéct 15 years return period for strategic
investments, which is reflected also in the moHgtept for the Romanian market, which was
totally written off in 2010. Should MKB use exitrategy on a market, expected selling price
is also taken into account by calculating of cdstvs.

Key assumptions applied in the estimation procesewas follows:
Bulgarian market

According to the prolonged depression of the Euwwjuke economies, that are generally
burdened by high central budget deficits and dedmsl, the current general views that the
recovery of theirs and the return to a higher paiceconomic growth in Europe will be a

longer than previously expected process, the ecanpnospects of the overall Bulgarian

market have also been revised downwards, whichfliscted in the increased discount factor
used by the market and more conservative busiaegsts and financial plans were set in the
case of the Bulgarian market CGU as compared toyksars. Simultaneously, an increased
risk profile as reflected in the higher discounttéet was taken into account during the current
impairment test calculations. Furthermore, the excdible price on the exit was revised and
lowered to a prudent range as well.

On the above grounds, cash flows were estimatesetbas actual operating results and a five-
year business plan. Based on its revised exitegtyaMKB intends to sell MKB Unionbank in
2016. The best estimation for selling price amotdinteHUF 33,806 million, which was taken
into account in the cash flows for the year 2016cdkding to the business plan, profit before
tax has been estimated to reach HUF 1,702 millio20d12, and it should constantly grow
reaching HUF 5,554 million by the end of 2015. Wpext a continuous, though more
moderate, rise in net interest income and, as alpbeffect, the non-interest income is also
expected to increase. Due to the financial crisegoimg in 2012 as well, NPL ratio is
expected still high resulting in a massive provigig level in an amount of HUF 4,215
million which may only slightly decrease in theléaling years.

A pre-tax discount rate of 8.4 percent was appiedetermining the recoverable amount of
MKB Unionbank. The discount rate was estimated dhaze a weighted average cost of
capital.

Considering that the Bulgarian market has itsdlfstme growing potential, while the overall
European economic climate has got an unfavouraigedt, we believe that both the five-year
projection and the selling price are realistic &aithfully reflect our best estimates.

According to the cash-flow projection, Bulgarianrket CGU has a value in use less than its
carrying amount, therefore impairment was needeidivdimounted to HUF 28,313 million.
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14

Hungarian leasing market

Cash flows were estimated based on actual operatsgts and a five-year business plan.
According to the business plan, a loss in an amoliHtUF 851 million has been estimated in
the first year, and it should reach HUF 611 milljprofit before tax by the end of the fifth
year.

In line with the market trends, we expect a similat interest income with similar market
share from 2012 to 2016. As a parallel effect,rtbe-interest income is expected to be on the
same level. It is calculated with still high impagnt loss, but with a decreasing tendency
after the financial crises, which resulted in a&pt fall in the expected profitability compared
the previous years’ expectations.

A pre-tax discount rate of 9.2 percent was appiedetermining the recoverable amount of
Hungarian leasing market CGU. The discount rate egtisnated based on weighted average
cost of capital.

A decreasing growth rate is used to extrapolatdn ¢ksv projections beyond the period
covered by the most recent business plan for teefive years, and a constant rate is used for
the period from 2016.

Albeit MKB Euroleasing is a market leader in theldi of car and fleet leasing, a still stagnant
economic environment is expected, which is refidtethe five-year projection. We believe
that this five-year projection is realistic andliidilly reflects our best estimates.

According to the cash-flow projection, Hungariaadimg market CGU has a value in use less

than its carrying amount, therefore impairment wasded which amounted to HUF 2,379
million.

Investments in jointly controlled entities and asociates

14.1

2011 2010
Cost 13590 11783
Goodwill arising on acquisition 1528 1528
Goodwill impairment (1 528) -
Share of post acquisition reserves (3 603)(1 561)

Investments in jointly controlled entities and assoates 8459 11750
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General and financial data of the jointly contrdllentities and associates are as follows:

14.2
Pannonhalmi
MKB MKB Borhaz Termels MKB MKB MKB
Euroleasing  Euroleasing Ercorner Kft. GIRO Zrt. és Szolgaltatd Altalanos Eletbiztosité  Autopark
Zrt. Autépark Zrt. Kftg Biztosité Zrt. Zrt. 00D
General data
Ownership (%) 50,00% 49,99% 50,00% 22,19% 45,48% 37,50% 4787 37,29%
Involvement equtiy equtiy equtiy equtiy equtiy equtiy agut equtiy
Financial data
Current assets 2612 7439 8 3512 212 2333 7817 1424
Non-current assets 9516 17 162 10 793 3928 1182 194 37 4742
Total assets 12 128 24 601 10 801 7 440 1394 2527 7 854 3 894
Current liabilities 2649 8 107 7807 288 437 127 42 492
Non-current liabili 10 16 395 0 0 45 1259 6 665 3389
Total liabilities 2659 24 502 7 807 288 482 1386 6 707 388
Equity 9469 99 299 7153 912 1141 1147
Revenues 428 12 249 125 4224 261 1230 3284 912

Expenses 499 12 293 316 2977 326 2227 3709 954
Profit/Loss (76) (347) (191) 1042 (65) (997) (425) @
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15 Intangibles, property and equipment

151
2011 Intangible  Freehold Equipment Total
assets  property

Cost or deemed cost

Balance at 1 January 35989 51331 49625 136945
Additional from first consolidation 185 - 185
Additions — including internally developed 21219 2226 2 359 25804
Disposals (8071) (3891) (19567) (31 529)
Effect of movements in exchange rates 173 58 236 467

Balance at 31 December 49 310 49909 32653 131874

Depreciation and impairment losses

Balance at 1 January 13408 7900 23911 45 219
Additional from first consolidation - 8 - 8
Depreciation for the year 4456 1739 3 256 9451
Impairment loss 13 150 302 609 14 061
Reversal of impairment loss - - (4 831) (4 831)
Disposals (4674) (1322 (3218) (9 214)
Other additions - - - -
Effect of movements in exchange rates 90 12 158 260

Balance at 31 December 26430 8639 19 885 54 954

Carrying amounts

At 1 January 22 580 43431 25714 91725

At 31 December 22 880 41 270 12 768 76 918

Based on external evidences (i.e. the valuatioMiB Group by an appraisal at BayernLB),
corporate assets, primarily software assets, ofatwip had to be tested for impairments at
2011 year-end.

During these impairment calculations, the replacgnmeost approach was applied. The
replacement costs of the most significant, keyvearfé assets were defined on the basis of
current license fees, estimated necessary inteesalurces as well as external consultants’
costs at currently available prices that shouldirmirred during different phases of the
implementation of new software assets with exaittly same functionalities as the existing
ones. In addition, the replacement costs of smaléss significant software assets were
defined at the average impairment rate calculaig¢te case of key software assets as detailed
above.

According to these calculations, a total impairmehtHUF 5,907 million for the Group’s
software assets had to be accounted for as aty2riend.
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Besides the above, as part of its normal annudin@uhe Group also revised the useful
economic lives of all assets at 2011 year-end. Aling to this revision, additional
impairments of HUF 2,980 million (2010: HUF 259 fwih) and HUF 3 million (2010: HUF
687 million) were necessary for Intangible assats Bquipments, respectively.

Intangible  Freehold
asset property

2010 Equipment Total

Cost or deemed cost
Balance at 1 January 34 030 48 024 47865 129919

Acquisitions through business combinations

Additions — including internally developed 6869 3810 4 442 15121
Other additions -
Disposals (4 945) (555) (2 790) (8 290)
Effect of movements in exchange rates 35 52 108 195
Balance at 31 December 35989 51331 49 625 136 945

Depreciation / amortisation and impairment losses
Balance at 1 January 10564 6251 20 812 37 627

Acquisitions through business combinations

Depreciation / amortisation for the year 3185 1587 5131 9903
Impairment loss 259 124 734 1117
Reversal of impairment loss
Disposals (617) 77) (2 824) (3518)
Other additions -
Effect of movements in exchange rates 17 15 58 90
Balance at 31 December 13408 7900 23911 45 219
Carrying amounts
At 1 January 23 466 41773 27 053 92 292
At 31 December 22 581 43 431 25714 91 724

16  Amounts due to other banks

16.1

2011 201(
Due on demand 3567 5942
Money market deposits 627 279 683 835
Borrowings 346 480 275 907
Amounts due to other banks 977 326 965 684
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17  Current and deposit accounts
17.1
2011 201d
From corporate clients 628 910 741424
From retail clients 834 562 725 821
Current and deposit accounts 1463472 1467 245
As at 31 December 2011, from the amount of cureertt deposit accounts, HUF 28,832
million (2010: HUF 22,751 million) has been measlas a fair value through profit or loss.
18 Trading liabilities
18.1
2011 2010
Accumqlated Book Accumu_lated Book
unrealised unrealised
value value
result result
Derivative instruments by type
FX-based derivatives instruments - 15090 15090 - 19625 19625
Index-based derivative instruments - 10 10 - 37 37
Interest-based derivative instruments - 12517 12517 - 7726 7726
Credit default swaps 52 422 474 52 89 141
Options 324 5048 5372 888 1275 2163
Total derivative instruments 376 33087 33463 940 28 752 29 692
Total trading liabilities 28 752 29 69
19  Derivative liabilities held for risk management

191

2011
Accumulated

Cost

unrealised

result

FX-based derivatives instruments -
Interest-based derivative instruments -

Derivatives held for risk management

2010
Accumulated
unrealised
result

Book
value

Book
value

Cost
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20  Other liabilities and provision

20.1

2011 201(
Accruals and other creditors 21533 18 079
Corporate income tax payable - 1
Other taxes payable 1600 2 306
Dividends payable - -
Provision for contingencies and commitments 7723 6090
Other liabilities and provisions 30 856 26 474

Provision for contingencies and commitments

20.2
2011 2010

Balance at 1 January 6 090 2152
Provisions set up during the year 5963 5959
Provisions used during the year (47) (456)
Provisions reversed during the year (4 343)(1 553)
Effect of foreign currency movements 185 (12)
Unwinding of discount - -
Discontinued operations (125)

Balance at 31 December 7723 60

Provisions of HUF 535 million (2010: HUF 684 miltip have been made in respect of costs
arising from contingent liabilities and contracteammitments (see Note 35), guarantees of
HUF 2,511 million (2010: HUF 1,557 million) and caritments of HUF 4,677 million (2010:
HUF 2,024 million)
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Finance leases as a lessee

As part of its business activities, the Group entrto finance lease transactions as a lessee.
At 31 December 2011 and 2010, the reconciliatiorthaf Group's future minimum lease
payments at the end of the reporting period and present value by relevant remaining
maturity periods was the following:

20.3
2011 upto 1lyearto over Total
lyear 5years 5 years
Future minimum lease payments 1884 7793 29238 38915
Unpaid finance expense (1440) (6 133) (23938) (31511)
Present value of minimum lease payments 444 1660 5300 7 404
Finance leases as a lessee 444 1660 5 300 7 404
2010 upto 1lyearto over Total
lyeat 5Syears 5 years
Future minimum lease payments 1806 7139 28591 37536
Unpaid finance expense (1266) (5373) (22864) (29503)
Present value of minimum lease payments 540 1766 5727 8 033

Finance leases as a lessee 540 1766 5727 8 033

from discontinued operation:

upto 1yearto over

20LL lyeat 5Syears 5 years LI
Future minimum lease payments 102 32 - 134
Unpaid finance expence (5) (1) - (6)
Present value of minimum lease payments 97 31 - 128

Finance leases as a lessee

In 2011, no contingent rents were recognized iarfae expense (2010: HUF NIL). The net
carrying amount of the leased office equipment amwai to HUF 232 million at the end of

the reporting period (2010: HUF 294 million), arek thet carrying amount of the lands and
buildings used by the reporting entity was HUF 4, 4dlllion (2010: HUF 7,846 million).
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Operating lease as a lessee

The Group leases some of its branches in the fdraperating lease. At 31 December 2011
and 2010, the total amount of future minimum leg@sg/ments under non-cancellable
operating leases by relevant remaining period Wwaddllowing:

20.4

upto lyearto over

Total

lyear 5Syears 5years
Minimum lease payments 2199 4068 5436 11703
Non-cancellable operating leases 2199 4068 5436 11703

upto 1lyearto over

1 yeat S5years 5years el

Minimum lease payments 2740 5161 5411 13312

Non-cancellable operating leases 2740 5161 5411 12

from discontinued operation:

upto lyearto over

0Lt lyeat 5Syears 5years

Total

Minimum lease payments 839 1293 19 2151

Non-cancellable operating leases 839 1293

No sublease payments are expected under theseanoaHable leases.

In 2011, lease and sublease payments were recdgassan expense in the period amounted
to HUF 3,043 million (2010: HUF 2,028 million). Rhermore no contingent rents (2010:
HUF 91 million) and no sublease payments were naised.

The leasing contracts original maturity ranges fioryear to 25 years. The contracted lease

payments are usually linked to the customer pmickex. There are no purchase options or
restrictions.
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21 Issued debt securities

211
. Carrying amount  Carrying amount

Reference Interest Par value Firstissuance  Due date 2011 2010
MKB EURO FIX Fixed rate 11 201 2.03.2010 9.12.2013 No 796 7487
MKB FIX 5X5% EUR Fixed rate 4168 18.11.2011 18.11.206 4098 -
MKB EURO Indexalt Structured 11 350 28.09.2010 12.08220l0 10 449 855
MKB Kiszamithaté EUR Kétvény Fixed rate 4970 30.03.20 5.03.2013 No 4479 -
MKB EUR D120504 Zero Coupon 1245 12.05.2011 4.05.2002 N 1189
MKB USD FIX 20120924 Fixed rate 1229 22.09.2011 24092 No 1229 -
MKB Hazai Részvény Index Kotvény Structured 449 2€010 30.07.2012 No 395 434
MKB HUF Indexalt Structured 12 423 31.01.2011 4.10.2048 11337 -
MKB V. kétvény Floating rate 20470 30.10.2009 26.102(es (BET) 19414 19 986
MKB VI. kétvény Floating rate 9299 4.11.2010 19.12.20fes (BET) 8706 416
MKB VILI. kotvény Floating rate 9 350 4.11.2010 16.121B0Yes (BET) 8381 300
MKB VIII. kétvény Floating rate 24 000 13.12.2011 102014 Yes (BET) 19 842 -
MKB FIX + 2013 Fixed rate 3000 15.02.2006 15.02.2013 YBET) 309 326
MKB FIX + 2016 Fixed rate 3000 15.02.2006 15.02.2016 YBET) 93 91
MKB Kiszamithaté Kétvény Fixed rate 21704 26.08.20100352013 No 21135 4720
MKB FIX 20120202 Fixed rate 615 2.02.2010 2.02.2012 No 256 593
MKB FIX 20120612 Fixed rate 6 000 24.09.2010 12.06.29%3 (BET) 4829 5395
MKB FPIK Structured 978 26.04.2010 2.04.2015 No 831 394
MKB TARTOS KAMATELONY 2013/2015 Fixed rate 12 300 20.04.2010 17.12.2015(BE]) 10 789 11384
MKB D120111 and D120404 Zero Coupon 26 698 16.06.201D4.2012 Yes (BET) 25929 -
Accrued interest of the bonds 2746 2073
MKB Unionbank AD 2386 N.A. N.A. No 4659 6
Accrued interest of the bonds issued by subsidiarie 69 -
MKB Bonds matured in 2011 90 241
Issued debt securities 186 834 171 145 144 701

Bonds with similar characteristic are grouped, be tue date does not reflect the on
repayment date. The dates which are disclosedharéirst issuance and the last maturity in
the group. Cash outflows can be seen in Note 5.8.

The Group use fair value revaluation through profitoss for structured bonds, as they are
related to assets, which share the same risk ihatrige to opposite changes in fair value. At
31 December 2011 the carrying amount of FVTPL ossuéd bonds amounted to HUF
23,143 million (2010: HUF 2,577 million).
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22  Subordinated debt

Aot Original Carryini
2011 Borrowed on original 9 Interest Due date Listed ying
currency amount
currency

Subordinated |oans from the shareholders
BAYERISCHE LANDESBANK 30.10.2002 50 000 000 EUR 6M EWBOR+3.12% 30.10.2017 No 15 688
BAYERISCHE LANDESBANK 10.06.2005 45 000 000 EUR 6M EWlBOR+1.5% 15.06.2015 No 14 003
BAYERISCHE LANDESBANK 21.10.2008 50 000 000 EUR 6M EWBOR+5% 22.10.2018 No 15 750
BAYERISCHE LANDESBANK 24.11.2010 5 000 000 EUR 6M EURIR+5.5% 24.11.2020 No 1566
BAYERISCHE LANDESBANK 13.12.2011 148 224 000 CHF 3M CIBER+6.25% 31.07.2017 No 38 045
Subordinated notes i ssued
BAYERISCHE LANDESBANK 31.07.2007 75 000 000 EUR 3M EWlBOR+0.92%  31.07.2017 No 23434
Subordinated debt 108 486

Amount in

Sl Interest Due date Listed /g
currency amount

Borrowed on  original
currency

Subordinated |oans from the shareholders

BAYERISCHE LANDESBANK 30.10.2002 50 000 000 EUR 6M EWlBOR+3.12%  30.10.2017 No 14 046
BAYERISCHE LANDESBANK 10.06.2005 45 000 000 EUR 6M EUBOR+1.5% 15.06.2015 No 12 545
BAYERISCHE LANDESBANK 21.10.2008 50 000 000 EUR 6M EWBOR+5% 22.10.2018 No 14 097
BAYERISCHE LANDESBANK 24.11.2010 5000 000 EUR 6M EURDR+5,5% 24.11.2020 No 1402

Subordinated notes i ssued

BAYERISCHE LANDESBANK 04.10.2006 120 000 000 EUR 3M EIB®R+1.01%  04.10.2016 No 33495
BAYERISCHE LANDESBANK 31.07.2007 75 000 000 EUR 3M EWlBOR+0.92% 31.07.2017 No 20976
Subordinated debt 96 561

The above debts are direct, unconditional and wmsdcobligations of the Group, and are
subordinated to the claims of the Group's depas#ad other creditors.

23  Share capital and share premium

The Bank’s authorised, issued, called up and fp#id share capital comprises 20,732,902
(2010: 20,732,902) ordinary shares of HUF — 1,0P010: HUF 1,000) each. All issued
shares rank pari passu in the event of a winding up
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Reserves

Currency translation reserve

The currency translation reserve comprises alligorexchange differences arising from the
translation of the financial statements of foreigerations.

Share premium

Share premium comprises of premiums on share t#gsteances. (See Note 23.)

Retained Earnings

Retained earnings comprise the accumulated priéit gaxes earned in the course of the
operating life of an entity less any dividend papm®IKB discloses general risk reserve and
general reserve included in retained earnings eefiby the local governments.

There is no available Retained Earnings for digtidm for the parent of the holding company.

A / General risk reserve

Local legislation allows the Group to set asideeaegal risk reserve up to 1.25% of risk
weighted assets and off-financial position exposuagainst inherent risk exposures in
addition to those losses which have been spedifigdéntified and those potential losses
which experience indicates are present in the glavtbf loans and advances. Such amounts
are treated as an expense for statutory purposkswrantax deductible; for IFRS purposes,
they form part of retained earnings, net of thatesl tax effects (see Note 33). The Bank did
not choose this option between years 2003 and Z8@81 the 2009 financial year onwards,
the Bank decided to set aside again additionalrgénisk provisions up to the level of 0.1 %
of the risk-weighted assets and off-balance shtests. The Bank gradually utilizes the
outstanding amount for uncovered loans, secuidiesinvestments, inventories and other off-
balance sheet losses during the actual financsal ye

B / General reserve

According to the Act on Credit Institutions and &imgial Enterprises (Banking Act), banks
shall set aside as general reserve 10% of Prodit tixation. Dividends can be paid only after
recognition of general reserve. This reserve carutilzed only for losses derived from

ordinary activity. Credit institution can reclagsipart or total of its retained earnings into
general reserve. Supervisory authority can alloe #mtity not to set aside the amount
calculated as above stated.

The Group discloses general reserve as part dheet@arnings. In 2011 MKB recognized as
general reserve NIL (2010: NIL).

General reserve set aside by foreign entities d@dién Romania amounted to HUF 1,529
million. In 2011 there were NIL (2010: NIL) genenaserve recognized. In Bulgaria there
was NIL general reserve recognized.
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Revaluation reserves
A / Revaluation on AFS financial assets

AFS financial assets’ revaluation reserve incluthescumulative net change in the fair value
of available - for - sale investments until thedetment is derecognized or impaired.

B / Revaluation of equity put option

Equity put option’s revaluation reserve includemalative net change in fair value excluding
gains or losses from currency translation of anyitggput options which gives a right to the
non-controlling interest to sell its shares withramium.

This separated reserve contains equity put optiaron-controlling interest (NCI) which has
a right to call this option at any time. The prafepurchase is calculated by using a multiplier
on the net asset value in 2009 and interest payoreegich capital injection from 2009. The
fair value of the option is calculating by purchgse&e on the reporting day less NCI's net
asset value. The reason of the initial measureisahiat MKB expects more likely that NCI
will exercise its right to call this option in theear future and the negative fair value of the
option became material in this year due to thevfuite-down of Unionbank’s goodwiill.

Non-controlling interest

During 2011 dividend payments out of the group eéased Non - controlling interest by HUF
203 million. Capital injection into MKB Unionbank A and MKB Romexterra Bank SA

increased Non — controlling interest by HUF 347lioml. In 2011 MKB Bank Zrt. took over

the control of MKB Romexterra Leasing IFN S.S frdfKB Romexterra Bank S.A. Through

this purchase MKB Bank Zrt. acquired 94,78% ownigrét this entity which also decreased
the Non — controlling interest. The retained eagsirof non — controlling interest were
accounted as equity transfer between MKB and noontrolling interest, which increased the
post acquisition reserve of the Group.

Deferred tax assets and liabilities

Deferred tax assets and liabilities are attrib@ablthe following:

26.1
2011 2010
Assets  Liabilities Net Assets Liabilittes  Net
Intangibles, property and equipment - 696 (696) 1 779 (778)
Investments in subs., jointly contr. entities asdaxiates - - - 46 (46)
Available-for-sale securities 9 335 (326) 55 44 11
Loans and advances to customers 230 2997 (2767) - 1470 (1470)
Allowances for loan losses 243 1079 (836) 502 - 502
Amounts due to customers - - 63 - 63
Issued debt securities - 267 (267) 6
Provisions (included general risk reserve) 3 - 3 94 - 94
Derivatives - - - - - -
Other items 50 494 (444) 56 141 (85)
Tax loss carry-forwards 3544 - 3544 8 688 - 8 688
Net tax assets (liabilities) 4079 5868 (1789) 9465 2480 6 985
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27 Interest income

27.1

2011 201(
Cash reserves 15 343 11181
Loans and advances to banks 2723 3032
Loans and advances to customers 128 133138 336
Derivatives 10 533 14 412
Investments in securities 12060 19 259
Interest income 168 792 186 22(

Included within various captions under interesome for the year ended 31 December 2011
is a total of HUF 8,842 million (2010: 5,904) aceduwon impaired financial assets.

28 Interest expense

28.1

2011 2010
Amounts due to other banks 22 995 22 154
Deposits from customers 51 227 55251
Issued debt securities 10 094 8772
Subordinated liabilities 3428 2980
Other fees and commisions similar to interest egpen 99 589
Derivatives 3922 4719
Interest expense 91 765 94 46

Included within interest income there is NIL intsréncome from derivatives held in a
qualifying fair value hedging relationship, andlided within interest expense is HUF 76
million from qualifying fair value hedging relatiship.

The only components of interest income and expeggerted above that relate to financial

assets or liabilities carried at fair value throymbfit or loss are the income and expense on
derivative assets and liabilities held for risk mgement purposes.
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29 Net income from commissions and fees

29.1
2011 2010

Commission and fee income 25 658 28 336
Payment and account services 9 829 10 138
Credit related fees 4 299 5324
Card services 2675 2485
Brokerage fees and other securities business 3985 0295
Other commission and fee income 4870 5360

Commission and fee expense 11598 7613
Payment and account services 2769 2918
Credit related fees 5 866 2186
Card services 1082 903
Brokerage fees and other securities business 658 726
Other commission and fee expense 1223 880

Net income from commissions and fees

Brokerage fees include fees from trust managenrmahbther securities services in the amount
of HUF 2,275million (2010: HUF 2,543 million). For further infmation on the Group’s
fund management activity, please see Note 40.

In order to decrease the credit risk BayernLB piedi guarantee for some clients’ exposures

in an amount of HUF 122,164 million at the end 64@. The concerned credit fees paid by
the Bank amounted to HUF 3,154 million among cregldted fees.
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Other operating income

w
©
[EEN

2011 2010

Gain on trading securities 656 1240
Gain / (loss) on sale of available-for-sale se@sit (1 293) 4761
Net gain on trading derivative transactions 4178 5635
Gains and losses on fair value hedges

Gains and losses on hedging instruments 3 (40)

Gains and losses on underlyying transactions (5) 64
Fair Value results from FVTPL revaluation (FVO) 1794 (16)
Net income from collaterals held in possession a7) 191
Expenses relating to bank levies (2 601) (13 960)
Other 3981 (2 253)
Other operating income / (expense) 6 696 (4 378

The result from fair value revaluation of structlfgonds designated at fair value through
profit or loss was HUF 1,495 million loss (2010: Bdllion loss), and it amounted to HUF
299 million gain regarding long term deposits deatgd at fair value (2010: 48 million gain).

In 2010 the government levied special tax for fiiahinstitutions called banking tax . This
special tax has different tax base depending otyfieof the financial institutions:

* in the case of banks, the adjusted balance-shegtcaculated based on the annual
local account for 2009 The tax levy can be deckdse30% of the loss from FX —
Loan repayments, in 2011. ;

» in the case of other financial institutions the sofmet interest income and income
from fees, charges and commissions, but charges@mehission expenses can not
exceed the income from fees and commission. Cdionlanust be based on the
annual local account for 2009.

« for investment fund management companies, the aoedltiotal of the net asset value
of the funds they manage, shown on 31 December 200%he value of assets of
funds and other portfolios shown on 31 Decembe®200

The rate of special tax used by the entities ingitoaip is also different depending on the tax
base. This banking tax is shown under other exjgeasé@ does not meet the criteria of current
income tax.

Financial institutions operating on 1 January, 26kall be liable to pay this tax in the whole
amount also in 2011 according to the Act. The gowemt intends to levy this special tax also
in 2012, but due to an agreement with the HungaBemking Association only half of the rate
is expected in 2013, and further decrease in 2014.
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31 Impairments and provisions for losses

31.1
Note 2011 2010
Impairment loss on
Loans and advances to banks 7 (327) 416
Loans and advances to customers 11 72977 122527
Investments in securities 10 883 -
Goodwill 13 30693 15428
Other assets 12 1822 1142
Direct write off 18 695 4718
Provision on
Guarantees and contingencies 20 1620 4 406

Impairments and provisions for losses 126 363 1486

HUF 37,251 million loss was recognized due to F>X0ahs repayment scheme, the realised
loss as of 31.12.2011 amounted to HUF 15,357 miblimong Direct write off.

32  Operating expenses

32.1
2011 2010

General and administration expenses 11 552 15 387
Wages and salaries 20 885 23 269
Compulsory social security obligations 5899 6578
Occupancy costs 26 254 19513
Marketing and public relations 2 267 3075
Communication and data processing 7 846 8 527
Operating expenses 74 703 76 3

In 2011, the Group's average statistical employmelrer was 3,796 (2010: 3,816).
Occupancy costs significantly increased due toimmgairment on Intangible assets which
amounted to HUF 8,319 million (2010: 259 million).
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Income tax

Income tax expense recognized in the Statement ob@prehensive Income

33.1

Current tax expense 2823 619
Hungarian corporation tax charge — on current year profit 620 551
Romanian corporation tax charge — on current year profit 2136 4
Bulgarian corporation tax charge — on current year profit 67 64
Deferred tax expense/(income) 8 908 (10 275)
Origination (reversal) of temporary differences 14159 (8599)
Effect of changes in deferred tax rates (5251) (1676)
Income tax 11731 (9 656

In the reporting period 10% current income tax igplied under HUF 500 million taxable
profit and 19% tax rate above this amount in HupgBue to this calculation method 10%
current income tax rate applied in the Hungariarketaas current income tax rate, and 18.6%
deferred tax rate was calculated based on fivesyaans.

In Romania, the current income tax rate for 201% Wé% (2010: 16%) and the deferred tax

rate used was the same. In Bulgaria, the curremtunie tax rate for 2011 was 10% (2010:
10%), and the deferred tax rate is the same.
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Reconciliation of effective tax rate

33.2
2011 2010
% MHUF % MHUF
Profit / Loss before income tax (109 295) (117 821)

Income tax using the domestic corporation tax rate 8,60% (20329) 10,00% (11 782)

Effect of tax rates in foreign jurisdictions -7,46% 180 7,33% (8 634)
Effect of changes in tax rates -0,17% 183 2,20% (2 595)
Movement of unrecognized temporary differences 146 1590 -1,22% 1442

Unrecognized tax losses for the reporting period ,50% 16 939 -3,36% 3957

Tax Losses expiring in current year -1,15% 1261 -4,72% 5562

Non-deductible expenses -0,88% 958 -0,69% 809

Tax exempt income 0,19% (204) 0,14% (164)
Effects due to permanent differences - - -0,06% 67

Other tax effects -2,91% 3183 -1,43% 1682

Income tax -10,73% 11 731 8,20% (9656

MKB used a prudent approach concerning tax losseskout companies was not allowed to
recognize any deferred tax assets above the livdeferred tax liability in their books, and
the relating tax income and other companies useit five years plan for calculation the
upper limit. In 2011 legal base of tax loss changed due to this fact tax losses can be used
at maximum the 50% of the tax base in the futuléhodigh the deferred tax rate increased,
but due to the change in legal base resulted HBE94million depreciation of deferred taxes.
Based on this calculation, deferred tax asset wtots carry forwards totalled at HUF 4,079
million (2010: 8,688 million).

At 31 December 2011, the Group had unused taxdoms®unting to HUF 256,166 million
(2010: HUF 119,286 million) with the following maity:

33.3

2011 2010
Without maturity 227500 117611
Mature within 1 year - 19
Mature between 1 and 5 years 1678 79
Mature between 5 and 10 years - -
Mature over 10 year - 1577
Corporation tax loss carryforwards 229178 11928

The Group also has HUF 234,262 million (2010: HUE3%2 million) tax losses carried
forward, on which no deferred tax asset was recaghi
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35

In 2011, the Group reversed all the deferred taertaand deferred tax liability (2010: HUF 37
million deferred tax asset and HUF 4 million deéerrtax liability), which was booked
directly against equity.

Earnings per share

The calculation of basic earnings per share at 8deBber 2011 was based on the profit
attributable to ordinary shareholders of HUF -12@,Tillion (2010: HUF -106,246 million)
and a weighted average number of ordinary sharéstamdaing of 20.733 million (2010:
15.635 million)

The calculation of fully diluted earnings per shavas based on the profit attributable to
ordinary shareholders and the weighted average euwnitbordinary shares outstanding after
any adjustment for the effects of all dilutive putel ordinary shares. In 2011 and 2010 there
were no dilution factor that might cause an adjesiirin the weighted average number of
ordinary shares, therefore basic and diluted ER® eguivalent.

Contingencies and commitments

w
o1
[EEN

2011 2010
Contingencies
Guarantees and similar obligations 148 772 174 305
Obligations from letters of credit and other short
term trade related items 633 11933
Other contingent liablities (including litigation) 0195 3859
Total contingencies 159 900 190 0¢
Commitments
Undrawn commitments to extend credit 233594 252 611
Total commitments 233 594 ASYA
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From discontinued operation:

2011

Contingencies

Guarantees and similar obligations 1387
Obligations from letters of credit and other short
term trade related items -

Other contingent liablities (including litigation) -

Total contingencies 1387

Commitments

Undrawn commitments to extend credit 3017

Total commitments 3017

Concerning contingencies and commitments net amsametdisclosed in the table.

Use of estimates and judgements

Management discusses with the Group Supervisorydtae development, selection and
disclosure of the Group’s critical accounting p@g and estimates, and the application of
these policies and estimates.

These disclosures supplement the commentary ondimaisk management (see Note 5).

Key sources of estimation uncertainty
Allowances for credit losses

Assets accounted for at amortised cost are evaluateimpairment on a basis described in
accounting policy (see Note 4 i,).

The specific counterparty component of the totdbvednces for impairment applies to
financial assets evaluated individually for impagmh and is based upon management’s best
estimate of the present value of the cash flowsalaexpected to be received. In estimating
these cash flows, management makes judgements aboutnterparty’s financial situation
and the net realisable value of any underlyingatetbl. Each impaired asset is assessed on its
merits, and the workout strategy and estimate oh cfiows considered recoverable are
independently approved by the Credit Risk function.

Collectively assessed impairment allowances coraaticlosses inherent in portfolios of loans
and advances with similar credit risk charactersstivhen there is objective evidence to
suggest that they contain impaired loans and aewibot the individual impaired items

cannot yet be identified. In assessing the needcddective loss allowances, management
considers factors such as credit quality, portfelie, concentrations and economic factors. In
order to estimate the required allowance, assumptase made to define the way inherent
losses are modelled and to determine the requimpdt iparameters, based on historical
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experience and current economic conditions. Theracy of the allowances depends on the
estimates of future cash flows for specific coumdety allowances and the model assumptions
and parameters used in determining collective almes.

Impairment test of Goodwill

The recoverable amount of each cash-generating tiaite been calculated based on their
value in use.

Value in use has been calculated by discountingfuheae cash flows generated from the
continuing operation of the cash generating unjteBtimating the expected future cash-flows
from operation, the Group used its own method. idaes assigned to the key assumptions
represent management’s assessment of future tiante Bulgarian, Romanian banking
industry and in the Hungarian leasing industry anel based on both external sources and
internal sources (historical data). Should MKB as# strategy on a market, expected selling
price is also taken into account by calculatingash flows.

Determining fair values

The determination of fair value for financial asseind liabilities for which there is no
observable market price requires the use of valnatgchniques as described in accounting
policy. For financial instruments that trade infueqtly and have little price transparency, fair
value is less objective, and requires varying degref judgement depending on liquidity,
concentration, uncertainty of market factors, mgcassumptions and other risks affecting the
specific instrument. See also “Valuation of finahdhstruments” below.

Critical accounting judgements in applying the Groyp’s accounting policies
Critical accounting judgements made in applying@meup’s accounting policies include:
Valuation of financial instruments

The Group’s accounting policy on fair value meamsgets is discussed under Note 4.
The Group measures fair values using the followiiegarchy of methods:

« Quoted market price in an active market for anfidahinstrument.

« Valuation techniques based on observable inputs. ddtegory includes instruments
valued using: quoted market prices in active market similar instruments; quoted
prices for similar instruments in markets that ewasidered less than active; or other
valuation techniques where all significant inputs directly or indirectly observable
from market data.

« Valuation techniques using significant unobservampeits. This category includes all
instruments where the valuation technique includesits not based on observable
data and the unobservable inputs could have afisigmi effect on the instrument’s
valuation. This category includes instruments trat valued based on quoted prices
for similar instruments where significant unobsétesadjustments or assumptions are
required to reflect differences between the insauts.

Fair values of financial assets and financial liabs that are traded in active markets are
based on quoted market prices or dealer price tjoiesa For all other financial instruments
the Group determines fair values using valuatichri&gues. Valuation techniques include net
present value and discounted cash flow models, adsgn to similar instruments for which
market observable prices exist, Black-Scholes atyhpmial option pricing models and other
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valuation models. Assumptions and inputs used lnat@n techniques include risk-free and
benchmark interest rates, credit spreads and giteenia used in estimating discount rates,
bond and equity prices, foreign currency exchargest equity and equity index prices and
expected price volatilities and correlations. Resifair value of OTC derivatives are adjusted
with counter party risk adjustment if the countetpehas a rating worse than 11. The
objective of valuation techniques is to arrive afam value determination that reflects the
price of the financial instrument at the end of teporting period that would have been
determined by market participants acting at arergth.

The Group uses widely recognised valuation modelslétermining the fair value of common
and more simple financial instruments, like intenege and currency swaps that use only
observable market data and require litle manageimelgement and estimation. Observable
prices and model inputs are usually available ie tharket for listed debt and equity
securities, exchange traded derivatives and siropée the counter derivatives like interest
rate swaps. Availability of observable market mi@d model inputs reduces the need for
management judgement and estimation and also redinee uncertainty associated with
determination of fair values. Availability of obsable market prices and inputs varies
depending on the products and markets and is gmobanges based on specific events and
general conditions in the financial markets.

For more complex instruments, the Group uses ety valuation models, which usually
are developed from recognised valuation models.eSomall of the significant inputs into
these models may not be observable in the mankdtaee derived from market prices or rates
or are estimated based on assumptions. Examplensifuments involving significant
unobservable inputs includes certain over the @usituctured derivatives and certain loans
and securities for which there is no active markitluation models that employ significant
unobservable inputs require a higher degree of gemant judgement and estimation in
determination of fair value. Management judgemertt astimation are usually required for
selection of the appropriate valuation model taubed, determination of expected future cash
flows on the financial instrument being valued,edetination of probability of counterparty
default and prepayments and selection of apprepdgcount rates.

The Group discloses for the first time the fairueabf Equity put option of the non-controlling
interest using valuation techniques with significanobservable inputs. Equity put options are
initially recognized in a separated equity elemamd the subsequent measurement is at fair
value through other comprehensive income.

In the current pressed market environment thereoisactive market for selling financial
institutions and no observable inputs are availéde¢he fair value measurement of this kind
of option, the valuation is based on contractuahte The price of purchase is calculated by
using a multiplicator on the net asset value in®2@@d interest payment on each capital
injection from 2009. The fair value of the optios ¢alculating by purchase price on the
reporting day less NCI's net asset value. The readdhe initial measurement is that MKB
expects more likely that NCI will exercise its righ call this option in the near future.
Remarkable increase of EURIBOR used for interegingat calculation on capital injections
and knowing the exact date when NCI intend ca#l tption (e.g. during 2013) would change
the fair value significantly.

The table below analyses financial instrumentseduat fair value, by valuation method:
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36.1

Valuation techniques -
significant unobservable  Total
inputs

Quoted market prices in Valuation techniques -

active markets observable inputs

31 December 2011

Trading assets 8 34978 22 670 - 57 648
Derivative assets held for risk management 9 - - -
Loans and advances to customers 11

Current and deposit accounts 17 - 28832 - 28832
Trading liabilities 18 102 29195 4166 33463
Derivative liabilities held for risk management 19 - 262 - 262
Issued debt securities 21 - 23143 - 23143

31 December 2010

Trading assets 8 28 711 15076 - 43 787
Derivative assets held for risk management 9 - - - -
Loans and advances to customers 11

Current and deposit accounts 17 - 22751 - 22751
Trading liabilities 18 212 29480 - 29 692
Derivative liabilities held for risk management 19 - 276 - 276
Issued debt securities 21 - 2577 - 2577

As part of its trading activities the Group enter® OTC structured derivatives, primarily
options indexed to equity prices, foreign excharages and interest rates, with customers and
other banks. Some of these instruments are valsied models with significant unobservable
inputs, principally expected long-term volatilitiead expected correlations between different
asset prices or foreign currency exchange ralbgese inputs are estimated based on
extrapolation from observable shorter-term volai, recent transaction prices, quotes from
other market participants and historical data.

In determining fair values, the Group does not aserages of reasonably possible alternative
inputs as averages may not represent a price ahvehiransaction would take place between
market participants on the measurement date. Wtesnative assumptions are available within
a wide range, judgements exercised in selectingnibst appropriate point in the range include
evaluation of the quality of the sources of indtds example, the experience and expertise of the
brokers providing different quotes within a rangejing greater weight to a quote from the
original broker of the instrument who has the naegailed information about the instrument) and
the availability of corroborating evidence in redpaf some inputs within the range.

Accounting classifications and fair values

The estimated fair values disclosed below are des#gl to approximate values at which these
instruments could be exchanged in an arm’s lengdhstction. However, many of the
financial instruments have no active market andefiloee, fair values are based on estimates
using net present value and other valuation teciesigsee Note 4 g, and Note 36), which are
significantly affected by the assumptions used lo® amount and timing of the estimated
future cash flows and discount rates. In many caisesould not be possible to realise
immediately the estimated fair values given the sizthe portfolios measured.
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The table below sets out the carrying amounts airdvélues of the Group’s financial assets

and financial liabilities:

37.1

Fair

value .
Available

for sale

Loans and
receivables

through
profit or
los¢

Other

amortised

cost

Total
carrying amount

Fair value

Financial assets
Cash reserves 6 - - 247 291 74 386 321677 321677
Loans and advances to banks 7 - 85 052 - - 85 052 84 187
Measured at fair value - - - - - -
Measured at amortised cost - 85 052 - - 85 052 84187
Trading assets 8 57 648 - - - 57 648 57 648
Derivative assets held for risk management 9 - - - - - -
Investments in securities 10 - - 288 925 - 288 925 288925
Loans and advances to customers 11 - 1994 633 - - 1994 633 2134 465
Measured at fair value - 3002 - - 3002 3002
Measured at amortised cost - 1991 631 - - 1991 631 2131462
Financial liabilities
Amounts due to other banks 16 - - - 977 326 977 326 959 664
Current and deposit accounts 17 28 832 - - 1434640 1463 472 1413140
Measured at fair value 28832 - - - 28 832 28 832
Measured at amortised cost - - - 1434640 1434640 1384 307
Trading liabilities 18 33463 - - - 33463 33463
Derivative liabilities held for risk management 19 262 - - - 262 262
Issued debt securities 21 23143 - - 148 002 171 145 186 552
Measured at fair value 23143 - - - 23143 23143
Measured at amortised cost - - - 148 002 148 002 163 409
Subordinated debt 22 - - - 108 486 108 486 109 052

Fair

value :
Available

for sale

Loans and
receivables

through
profit or
loss

Other

amortised

cost

Total
carrying amount

Fair value

Financial assets
Cash reserves 6 - - 100 516 121 926 222 442 222 442
Loans and advances to banks 7 - 75780 - - 75780 76 221
Measured at fair value - - - - - -
Measured at amortised cost - 75780 - - 75780 76 221
Trading assets 8 43 787 - - - 43 787 43 787
Derivative assets held for risk management 9 - - - - - -
Investments in securities 10 - - 253 237 - 253 237 253 237
Loans and advances to customers 11 - 2177770 - - 2177770 2343 657
Measured at fair value - 6411 - - 6411 6411
Measured at amortised cost - 2171359 - - 2171359 2 337 246
Financial liabilities
Amounts due to other banks 16 - - - 965 684 965 684 1216 604
Current and deposit accounts 17 22752 - - 1444493 1467 245 1566 614
Measured at fair value 22752 - - - 22752 22752
Measured at amortised cost - - - 1444493 1444 493 1543 862
Trading liabilities 18 29 692 - - - 29 692 29 692
Derivative liabilities held for risk management 19 276 - - - 276 276
Issued debt securities 21 2577 - - 142 124 144 701 150 758
Measured at fair value 2577 - - - 2577 2577
Measured at amortised cost - - - 142124 142124 148 181
Subordinated debt 22 - - - 96 561 96 561 97 237

The methods and, when a valuation technique is, tkecassumptions applied in determining
fair values of financial instruments were as foltow
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Cash reserves, Loans and advances to banks and Artsodue to other banks

Due to their short term nature, the carrying amaifr€ash reserves and Loans and advances
to banks and Amounts due to other banks is a reh$®approximation of their fair value.

Trading assets and liabilities and Derivative assednd liabilities held for risk
management

Fair values of Trading assets and liabilities areiiative assets and liabilities held for risk
management that are traded in active markets asedban quoted market prices or dealer
price quotations. For all other financial instrunsethe Group determines fair values using
valuation techniques. For further information, gleaee Note 36.

Investments in securities

The fair values of instruments grouped into Invesita in securities are based on quoted
market prices, when available. If quoted marketg®iare not available, fair value is estimated
using quoted market prices of similar securities. farther information, please refer to Note
10 and Note 4 |.

Loans and advances to customers

The fair value of loans and advances is based @ereable market transactions, where

available. In the absence of observable marketsaetions, fair value is estimated using

discounted cash flow models. Performing loans ameupged, as far as possible, into

homogeneous pools segregated by coupon rates. rleraje contractual cash flows are

discounted using risk free discount rate. Thes@mlinted cash flows are decreased by the
recognized impairment, and it is considered asviue of the loan portfolio.

Current and deposit accounts

For the purposes of estimating fair value, Currantl deposit accounts are grouped by
residual maturity. Fair values are estimated uslisgounted cash flows, applying current
rates offered for deposits of similar remaining umigies. The fair value of a deposit repayable
on demand is assumed to be the amount payablenoandieat the end of the reporting period.

Issued debt securities and Subordinated debt

Fair values are determined using quoted markeépiat the end of the reporting period where
available, or by reference to quoted market pricesimilar instruments.

Related parties

The Group’s related parties include the parent @mp associates, joint ventures, Key
Management Personnel, close family members of Kepddement Personnel and entities
which are controlled, jointly controlled or sigmiéintly influenced, or for which significant
voting power is held, by Key Management Personnéh@ir close family members.
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Transactions with related parties
Related parties have transacted with the Groumdutie period as follows:

38.1

Parent company Non-consolidated Jointly controlled Key Management

Associates

Other related parties

and its group subsidiaries entities Personnel

2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 2
Assets
Amounts due from other banks 46259 25825 - - - - - - - - - -
Loans and advances to customers - 4875 2751 45298 38 449 714 2981 855 799 1151 1327
Derivative financial assets 3123 3670 - - - 7 - - - - - 6
Other assets - 98 - 337
Liabilities
Amounts due to other banks 816 087 840 692 - - - - - - - - - -
Current and deposit accounts 328 881 759 1262 913 1381 886 710 - - 60607 33 446
Borrowed funds and debt securities - - - - - - - - - - -
Subordinated debt 108486 96 561
Derivative finacial liabilities 16 319 17 765
Other liabilities - -
Income statement
Interest income 4099 6 639 127 189 1965 1653 66 401 23 22 66 73
Interest expense 22391 23703 30 41 69 66 10 43 - 982 1734
Other net income / (expense) (6365) (3327) 19 11 27 81 12 14 (1217) (863) 30 31
Contingencies and commitments
Undrawn commitments to extend credit 2000 2000 13 608 2368 2692 10 220 - - 672 1738
Guarantees 497 497 - - 65 1178 - - - - 2 056 2056
Provision 35 113 1479 30 2692 3858 5 257 - - 25 25

In order to decrease the credit risk BayernLB piedi guarantee for some clients’ exposures
in an amount of HUF 122,164 million.

The amount outstanding from Key Management Perdaepeesents mortgages and secured
loans granted and these loans are secured ovesrpray the respective borrowers.

The above transactions with other than Key Managemersonnel were made in the ordinary
course of business and on substantially the sammes téncluding interest rates and security, as
for comparable transactions with persons of a aimgtanding. The transactions did not
involve more than the normal risk of repayment i@spnt other unfavourable features.

Impairment losses and provisions against balancgstamding with related parties were
recognized during ordinary course of impairmenteassent. Incurred loss has been
recognized on balance sheet items and off balameget #ems with related parties which were
individually or collectively assessed and the testulted NIL impairment at the end of the
period.
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40

Key management personnel compensation for thegpedmprised:

38.2
2011 2010
Short-term employee benefits 1217 863

Other long-term benefits -

1217 863

Group entities

The subsidiaries and jointly controlled entitiedMKB and their activities are as follows:

39.1

Company Pergentage 2 Pergentgge & : Country (.)f Brief description of activities

equity ownec  voting rights incorporation

MKB-Euroleasing Autélizing Szolgaltato Kft. 60,79% 50% Hungary Car finance activity.
MKB-Euroleasing Autohitel Zrt. 71,75% 50% Hungary Cadaonsumer finance activities.
MKB-Euroleasing Autopark Zrt. 74,97% 50% Hungary Car fleet management
MKB-Euroleasing Zrt. 50,98% 50% Hungary Holding of Euroleasing group.
MKB Uzemeltetési Kit. 100% 100% Hungary Property opieraand maintenance.
MKB Unionbank AD 94% 94% Bulgaria Fully licenced commiat bank.
MKB Romexterra Bank S.A. 90,94% 92,42% Romania Fully licenced commercial bank.
MKB Romexterra Leasing IFN S.A. 94,78% 94,78% Romania Car and porperty leasing activity.
S.C. Corporate Recovery Management S.R.L. 100% 100% maRia Claims buying/factoring activity.
MKB Befektetési Alapkezé| Zrt. 100% 100% Hungary Investment fund managementigcti
Resideal Zrt. 100% 100% Hungary Property investment and valuation.
Exter-lmmo Zrt. 100% 100% Hungary Financial leasing activity.
Exter-Bérlet Kft. 100% 100% Hungary Wholesale trade.
Ercorner Kift. 50% 50% Hungary Property investments
Euro-lmmat Uzemeltetési Kit. 100% 100% Hungary Intatedssets, license maintenance.
Extercom VagyonkezélIKft. 100% 100% Hungary Property investments

Funds management

The Group manages 20 close-ended (2010: 22) angdi-ended (2010: 17) investment fund
via MKB Befektetési AlapkezélZrt, a fully owned and consolidated subsidiarywéuer, as
the funds themselves are not controlled by the @roley are not consolidated. For funds
management services provided by the Group, fundaldtpay certain fees and commission
that is presented as ,Commission and fee incomeé (dote 29). In 2011 and 2010, the
volume of the funds, and transactions with the futheemselves were as follows:
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40.1

2011 2010

Managed funds (in HUF million)

Open-ended funds 72 319 88 530

Close-ended funds 39 274 42 797
Commission and fee income from funds 2410 2 699
Deposits from funds 74732 100 681
Interest expense on deposits from funds 1816 8 838

At the end of 2011 MKB held HUF 2,506 million Irstenent funds which is managed by the
Group.

Segment information

The following segment information has been prepanestcordance with IFRS 8, “Operating
Segments,” which defines requirements for the d&ale of financial information of an
entity’'s operating segments. It follows the “mamagat approach”, which requires
presentation of the segments on the basis of thenia reports about components of the entity
which are regularly reviewed by the chief operatiohecision-maker in order to allocate
resources to a segment and to assess its perfamdanagement reporting for the Group is
based on IFRS.

Business segments

The business segments identified by the Group septethe organizational structure as
reflected in its internal management reporting eyst The Group is organized into four

business lines, each with its own distinct market products. Each business line has its own
set of objectives and targets broken down by opwyainits, which are consistent with the

Group's overall strategic direction. As of 31 Debem 31 2011, the Group's business
segments and their main products were:

Corporate Banking

The Group provides trade finance, a wide array reflit, account and deposit products,
forfeiting and factoring, letters of credit, guatess, international payments, portfolio
management, project and structured finance, investrand financial advisory services to
large Hungarian and regional public and privatdeseentities through branches and
electronic delivery channels.

Institutional Banking
MKB Group serves financial institutions and finaicgervice companies with nostro and

Vostro account services, international and domegstigments, correspondent banking and
participates in bank-to-bank finance, club and syatdd loans.
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Retail and Private Banking

The Group provides a wide range of deposit andnggvinstrument, credit and debit cards,
portfolio management, and a limited number of Ipanducts to high net worth individuals
and entrepreneurs through 187 full-service branemelssub-branches (2010: 186 branches),
ATMs, telephone and electronic channels.

Money and Capital Markets

The Group serves domestic institutions with soptagéd cash management and risk
mitigation tools through money market products adivative financial instruments, and

manages the Group's liquidity, interest rate ancbi§m exchange positions. The Group
provides capital market products, custody and assahagement, pension fund and
investment fund management, collaterised loan Gieaand investment and other financial
advisory services to large corporations and in#iis, and manages the Group's market
positions.

Other

Residual items which can not be directly allocatedbusiness segments (mainly general
administration expenses) are included in the Qtheggory.
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41.1

Corporate

Institutional Retail and Money and

g Banking Banking Private Bankin Capital Markets O

Assets
Cash reserves 6 - - - - 321677 321677
Loans and advances to banks 7 - 34 380 - 50 672 - 85052
Trading assets 8 - - - 57 648 - 57 648
Derivative assets held for risk management 9 - - - - - -
Investments in securities 10 - - - 288 925 - 288 925
Loans and advances to customers 11 1203083 2302 789 248 - - 1994 633
Assets from Discontinued operation 42 54 581 486 - 23 18 799 73 889
Other assets 12 - - - - 32682 32681
Goodwill 13 - - - - - 0
Deferred tax assets 26 1727 137 1074 536 605 4079
Investments in jointly controlled entities and asates 14 8459 - - - - 8459

property and 15 - - - - 76 918 76 918

1267 850 37 304 790 322 397 804 450 681 2 943 96
Liabilities
Amounts due to other banks 16 - 350 047 - 627 279 - 977 326
Current and deposit accounts 17 584 325 19 851 859 296 - - 1463 472
Trading liabilities 18 - - - 33463 - 33463
Derivative liabilities held for risk management 19 - - - 262 262
Liabilities of Discontinued operation 42 64 815 818 - 2150 1211 68 994
Other liabilities and provisions 20 5213 235 25 206 65 137 30 856
Deferred tax liability 26 1396 1273 1679 1101 418 5868
Issued debt securities 21 141517 - 29171 - 457 171145
Subordinated debt 22 - 108 486 - - - 108 486
Shareholders' equity 23,24,25 - - - - 84 089 84 089
797 266 480 710 915 352 664 321 86 312 2 943 96!

Income statement
Gross revenue - external customers 61317 52716 91 069 3330 (3018) 205 414
Gross revenue - inter-segment (20 880) 12028 8852 - -
Interest and commission expenditure (17 863) (51 496) (29 823) (4 180) - (103 362)
Impairment and provisions for losses 31 (36 741) (33111) (53 734) (4 444) - (128 030)
Operating costs (1598) (16 037) (41112) (2 224) (13 733) (74 703)
Expenses related to bank levies (1108) (75) (398) (286) (734) (2 601)
Result from discontinued operation 42 (1813) (814) (2 208) (185) 5 (5 015)
Share of associates' profit (997) (997)
Segment result (19 683) (36 789) (27 354) (7 989) (17 480) (109 29
Other information
Capital expenditure - - - - 25804 25 804
Depreciation and amortisation 15 7 459 253 10 969 - - 18 681
Other non-cash expenses 19 191 490 27 164 890

Corporate

Banking

Retail and
Private Banking

Institutional
Banking

Money and
Capital Markets

Assets

Cash reserves 6
Loans and advances to banks 7
Trading assets 8
Derivative assets held for risk management 9
Investments in securities 10
Loans and advances to customers 11
Other assets 12
Goodwill 13
Deferred tax assets 26
Investments in jointly controlled entities and asates 14
Intangibles, property and equipment 15
Liabilities

Amounts due to other banks 16
Current and deposit accounts 17
Trading liabilities 18
Derivative liabilities held for risk management 19
Other liabilities and provisions 20
Deferred tax liability 26
Issued debt securities 21
Subordinated debt 22
Shareholders' equity 23,24,25
Income statement

Gross revenue - external customers

Gross revenue - inter-segment

Interest and commission expenditure

Impairment and provisions for losses 31
Expenses related to bank levies

Operating costs

Share of associates' profit

Segment result

Other information

Capital expenditure

Depreciation and amortisation 15

Other non-cash expenses

- - - - 222 442 222 442
- 45 407 - 30373 - 75780

- - - 43787 - 43787

- - - 249 656 3581 253 237
1329329 4275 844 159 7 - 2177770
- - - - 27 007 27007

(405) 26 629 - - - 26224
4894 375 3080 1114 2 9465
11750 - - - - 11750
- - - - 91726 91726

1345 568 76 686 847 239 324 937 344 758 2939 184
- 814 324 - 151 360 - 965 684

499 081 9380 958 784 - - 1467 245
- - - 29 692 - 29 692

- - - 276 - 276

5411 10 961 5077 - 5027 26 476
976 73 569 25 837 2480
135194 - 9507 - - 144 701
- 96 561 - - - 96 561

- - - - 206 073 206 073

640 662 931 299 973 937 181 353 211 937 2939 184
94674 15904 80526 34954 - 226 058

(11 704) 18117 13 962 (20 375) - -
(22 423) (32 690) (40 556) (6 409) - (102 078)
(68 228) (15 677) (63 285) (692) (755) (148 637)
(7 934) (6 748) (41 415) (5714) (14 538) (76 349)
(7 129) (532) (3133) (1459) (1707) (13 960)
(936) - - - - (936)

(23 680) (21 626) (53 901) 305 (17 000) (115 902

- - - - 15123 15123

5672 8 5210 - 130 11021
113 % 592 82 208 1091
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42.

In presenting information on the basis of geogreglhiareas, revenue is based on the
geographical location of customers and assets asedbon the geographical location of the
assets.

41.2

2011 Hungary Romania Bulgaria Other Total

Net interest income 71088 2976 7634 (4671) 77027

Net commission income 11 143 700 2913 (696) 14 060
Other operating income (1823) (6 469) 517 9 456 1681
Total revenue 80408 (2793) 11064 4089 92768

Non current assets 76 714 3131 1802 -4.729 76 918
2010 Hungary Romania Bulgaria Other Total

Net interest income 90 031 9298 9862 (17 435)91 755

Net commission income 12 998 1495 2707 3522 20723
Other operating income 8539 (1243) 652 1268 9216
Total revenue 111 568 9 550 13221 (12 645)121 694
Non current assets 113128 3039 1783 0 117950

Measurement of segment profit or loss

Segment reporting under IFRS 8 requires a presentaf the segment results based on
management reporting methods with reconciliatiotwben the results of the business
segments and the consolidated financial statemdims. information provided about each
segment is based on the internal reports about esigprofit or loss, assets and other
information which are regularly reviewed by theaftoperating decision maker.

Calculation of intersegment revenue

Intersegment revenues and expenses are calculatedhket interest method. In the case of
refinanced loans, as well as those linked to a sigpare evaluated against the connected
transaction. Revenues and expenses on refinaneed land loans linked to deposit are
calculated with reference to the interest of théaulying transaction.

Since the Group’s business activities are divenseature and its operations are integrated,

certain estimates and judgments have been madppmrteon revenue and expense items
among the business segments.

Discontinued Operation

At the end of 2011 the management decided to s&BMRomexterra Bank S.A, which
represents the main business in the Romanian maketmanagement is committed to cease
businesses which are categorised as non-core sadiyehe group strategy. MKB expects to
agree with potential investor in the first halfaif12.

Assets, liabilities and profit from discontinuedeogtion include the followings:
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42.1
2011 201(
Assets
Cash reserves 18 780 18 073
Loans and advances to banks 485 8237
Trading assets 24 0
Derivative assets held for risk management 0 0
Investments in securities 26 791 25474
Loans and advances to customers 27 790 31169
Other assets 19 718
Deferred tax assets 0 37
Investments in jointly controlled entities and asates 0 126
Intangibles, property and equipment 0 2562
Total assets 73 889 86 39
Liabilities
Amounts due to other banks 818 4140
Current and deposit accounts 66 963 71723
Trading liabilities 2 157
Derivative liabilities held for risk management 0 0
Other liabilities and provisions 1196 545
Deferred tax liability 15 178
Issued debt securities 0 7
Total liabilities 68 994 76 749

2011 201(

Income statement:

Interest income 6 367 9 656
Interest expense 3098 4 359
Net interest income 3269 5 29¢
Net income from commissions and fees 695 1292
Other operating income / (expense) (356) 539
Impairments and provisions for losses (1 128) 12 470
Operating expenses 9913 9191
Profit /Loss before taxation (5177) (14 534
Income tax expense (161) 761

PROFIT / LOSS FOR THE YEAR (5 015) (15 294

Other comprehensive income:

o

Revaluation on AFS financial assets (61) 1
Exchange differencies on translating foreign openat 603 182

Other comprehensive income for the year net of tax 199

TOTAL COMPREHENSIVE INCOME FOR THE YEAR (4 473) (15 104
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Based on the management expectation the recovesambeint of the investment in MKB
Romexterra Bank S.A may not achieve its net asgletev Due to this estimation secondary
revaluation of the assets were necessary. Intangibd tangible, and other assets were
assessed to impairment test, and impairment waggneed in an amount of HUF 3,358
million. MKB will reclassify the forex revaluatioffom currency translation reserve of foreign
operation into profit or loss, which amounted toFH®,405 million loss at the end of the year.

Events after the end of the reporting period

1.) In December 2011, the main shareholders dedidddcrease the capital of the Bank
through issuance of new shares. Based on this idecend approval of the European
Commission the main shareholder transferred itdridanion on 31 January 2012, and the
procedure was successfully closed on 17 Febru@d2.2The total capital increase was HUF
62,000 million.

2.) In February, the main shareholder made a aeci® recall Mr. Tamas Erdei from his
position and P&l Simék dr., former CFO, was apjgoirit take over the Chairman and Chief —
Executive role from 8 March, 2012. However Mr. Banhak dr. will be the chairman at the
date of approval of Annual Financial Statement, Mimas Erdei is due for endorsement.

3.) Due to the agreement between the Hungarian @ment and the Hungarian Banking
Association, the following provisions are expecie@®012. The legislative processes are still
ongoing while preparing the Annual Financial Staatrfor the year 2011.

3.1. In the case of FX-mortgage debtors who on &@te3nber 2011 had been delinquent for
more than 90 days with an arrear that reachedutimeas the minimum wage, members of the
Hungarian Banking Association undertake to conwbg FX-mortgage loan to a HUF
mortgage loan, unless converted to a HUF mortgage previously, and cancel 25% of such
clients’ debts by 15 May 2012, provided that thaltonarket value of real estate serving as
collateral did not exceed HUF 20 million, when thk&-mortgage loan contract was
concluded. (According to a latest initiative by tiing political party, the threshold would be
defined in the sum of the original loan as HUF 30liom. It went against the original
agreement, and at the time of finalization of th&eeual Financial Statements, there was no
decision on this initiative.)

Credit Institutions on a consolidated basis shalléntitled to deduct 30% of their losses
resulting from cancelled claims from their spetéad due in 2012.

The Bank does not expect significant future logsas this initiative. However, any losses
should not be recognised in these financial stat¢eethe respective Law is not effective.

3.2. Unless the FX-mortgage loan has been convestadHUF mortgage loan previously, the
delinquent FX-denominated loan will be convertedtret average of the mid-rates of the
respective currencies published by the HungariatioNal Bank for the period between 15
March 2012 and 15 April 2012. After the conversitire Bank will cancel 25% of the debt.

The Government shall supplement the yet unpublisteedee adopted on 28 September 2011
on the Home Creation Interest Rate Subsidy Schemthat it shall provide a gradually
decreasing interest rate subsidy to clients whe ltawnverted their loans into HUF, supposing
the property securing the loan constitutes theatebinain dwelling and registered address. A
further condition of the interest rate subsidy sehés that at the moment of the conclusion of
the contract, the value of the property did noteextHUF 20 million in Budapest, and HUF
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15 million in the countryside, furthermore, theiteosld be at least one minor child in the
household. Debtors taking part in a rescheduling@mme with a payment default related to
the aforementioned programme exceeding 90 days\alwe that reaches the sum of the
minimum wage shall not be eligible to participatetie scheme.

The Bank has not prepared any analysis about eeghdature losses from this initiative.
However, any losses should not be recognised isetffieancial statement as the respective
Law is not effective.

3.3. Entering the exchange rate protection scheimadl be open to duly performing FX
mortgage debtors as well as delinquent clients wittefault under 90 days until the end of
2012. The exchange rate fixing as well as the aotation of debts arising from the
difference between exchange rates on the bufferusteshall be available until June 30 2017.
Regarding monthly instalments of FX-denominated tgage loans under the scope of the
scheme, within the ranges of CHF/HUF 180-270, EUR#R50-340 and JPY/HUF 2.5-3.3
debtors shall pay their instalments calculated @&ling to the lowest values of the ranges on
the following condition: when actual exchange ragseed the cap, the principal repayment
of the monthly instalment shall be borne by therdlin compliance with the effective buffer
account regulations; In turn, 50% of the interesyrpents above the cap shall be borne by
financial institutions and 50% by the State. Regpydhe interests to be paid both by the
banks and the State, the settling of accounts &iadl place on a quarterly basis. In the event
of exchange rate levels exceeding CHF/HUF 270, EWR 340 and JPY/HUF 3.3, exchange
rate risks are entirely borne by the State. Cliavitls foreign exchange denominated mortgage
loans entering the scheme shall have the righpt@uot of the programme after three years.

Taking into consideration of the above provisioMKB is confident that impairment
recognized in the course of ordinary rating proogsk sufficiently cover its future losses
expected from these new provisions, so there wemeerds to book additional impairment for
these purposes as at 2011 year-end.
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BUSINESS REPORT
to the consolidated 2011 financial statements of

MKB Bank Zrt. (Prepared under IFRS)

In 2011, the scope of activities of MKB Bank Zrgsbsidiaries and jointly controlled companies
comprised the following sectors

= banking services

» finance and operating leases

» financial and investment services

= valuation and sales tasks related to work-out actities
= maintenance of buildings and fixed asset investmest
* property investment

= other loans (motor, car and other vehicle loans)

» renting vehicles, trade and repair

* management of investment funds

The activities of subsidiary companies and joimtyitrolled entities were tightly fit to the coreedit
institutional feature and, moreover, to MKB Bank'Zown business strategy and business policies.

In line with group-wide business policy targetsbelated early 2001, finance and operating lease
activities were concentrated in MKB-Euroleasing r@and MKB Romexterra Leasing IFN S.A.

MKB Bank Zrt. acquired 1.63% stake in RomexterralBthrough issuance of new share capital. This
is a fully licensed commercial bank domiciled innRania. At the end of period 2011 the total interest
in MKB Romexterra Bank S.A. is 92.42%. MKB acquiratbo 7.19% additional share in MKB
Romexterra Leasing IFN S.A through indirect investita The closing and the take-over of control
over both mentioned two companies took place ir6200

MKB Group'’s profit after taxation for 2011 under$AFRS amounted to HUF 121,026 million loss.
Consolidated shareholders’ equity was HUF 84,08Bamiat 2011 year-end.

At December 31, 2011, MKB Group held no repurchased shares in its portfolio.

MKB Bank’s corporate governance statement is addcéh Enclosure 1.

In 2011, the Group accounted for HUF 290 million R&osts.

After financial position date there occurred songmificant events, which is presented in Note 48, b
they may not have a material effect on volume aedme figures set out in the consolidated financial

statements for 2011.

Budapest, 20 March, 2012

Tantaslei
Chairman & Chief Executive
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Enclosure 1

CORPORATE GOVERNANCE STATEMENT
On the basis of s.95/B of Act C of 2000 on Acconigti

The Corporate Governance system applied by MKB Barik (hereinafter: Company) is
based on the effective Hungarian statutory reguiatiand the provisions of the Articles of
Association.

The Shareholders’ Meeting is the supreme goverhiody of the Company. Each share
entitles to one vote at the Shareholders’ Meeting.

The ordinary Shareholders' Meeting shall be heldualty, at the latest by the end of May
each year. Decision on issues conferred to theusixe authority of the Shareholders'
Meeting under the law, or the Articles of Asso@atshall fall within the exclusive authority
of the Shareholders' Meeting.

The Board of Directors is the operative managerbedy of the Company. The members of
the Board of Directors represent the Company vatfard to third parties, at court and before
other authorities.

The Board of Directors is entitled to take all ang permitted by the effective legal
regulations and the resolutions of the Sharehdlfiéesting except for matters falling within
the exclusive authority of the Shareholders’ Megtim the Supervisory Board. Particular
decisions of the Board of Directors listed in theides of Association may not be executed
before the approval thereof by the Supervisory Boar

The Board of Directors shall hold its meetings wdaar it deems necessary, but at least ten
times a year in order to perform its duties propefhe Board of Directors shall draw up its
By-laws to be approved by the Supervisory Board.

The members and the Chairman of the Board of Direcire elected and recalled, and their
remuneration is determined by the Shareholders'tivige

The Board of Directors is responsible for the mamagnt of tasks related to the Company’s
affiliate banks abroad and specified in the Argobé Association.

The Chairman of the Board of Directors, as Chairraad Chief Executive shall decide on
granting prior consent to undertaking board of @dwes or supervisory board membership by
the Deputy Chief Executives of the Company in aeothusiness association with the
exception of offices held in another business aaton pursuing activity identical to that of
the Company.

The Board of Directors shall decide on the appro¥dhe acquisition of shareholding and the
acceptance of a mandate as executive officer byembar of the Company’'s Board of
Directors in another business association pursactiyity identical to that of the Company.
Such decision of the Board of Directors may noekecuted before the approval thereof by
the Supervisory Board.
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The Board of Directors prepares a quarterly reparearnings and risk positions regarding
strategic participations to be submitted to theeBuipory Board.

With the cooperation of the members of the Boardokctors the following committees
function at the Company:

- Bank Development Committee

- LLP Committee

- CSR Committee

- Asset and Liability Management Committee
- Risk Market Board

- Special Credits Unit Committee

The tasks and scope of the Committees are stiplilaténe by-laws approved by the Board of
Directors.

The Supervisory Board shall control the manageméthe Company, and when approving
the decisions of the Board of Directors listed urttie Articles of Association it shall act as a
Decision Making Supervisory Board as set out urgld7 of Act IV of 2006 on Business
Associations.

The Supervisory Board shall hold its meetings whenat deems necessary in order to
perform its duties properly.

The Supervisory Board shall draw up its By-lawsbe approved by the Shareholders'
Meeting.

The members of the Supervisory Board are electedrecalled, and their remuneration is
determined by the Shareholders’ Meeting.

The members of the Supervisory Board shall be eteby the Shareholders' Meeting for a
period of no more than three years. One third efrttembers of the Supervisory Board shall
be the representatives of the Company's employemsnated by the Works Council. Unless
there is an agreement between the Works Councilta@edBoard of the Directors to the
contrary, one third of the members of the Superyi®oard shall be the representatives of
the Company's employees nominated by the Works €louwio be elected by the first
Shareholders’ Meeting following the nomination, epfc for cases of disqualification
stipulated by law, when a new nomination is reqlire

Pursuant to s.62. of the Capital Market Act theeBuigory Board shall pursue additional audit
committee tasks.

With the cooperation of the members of the SuperyiBoard the following Committees
function at the Company:

- Risk Committee
- Audits Supervision Committee
- Remuneration Committee

The Risk Committee and the Audits Supervision Cottemiare responsible for decision
preparing and supporting tasks, while in additioriitese the Remuneration Committee also
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deals with remuneration committee related taskerdehed by the Credit Institutions and
Financial Enterprises Act.

The list of the members of the Board of Directorsl dhe Supervisory Board is enclosed
hereto in Appendix 1. of the present Statement.

Main characteristics of the internal audit system é6the Company:

The system of internal control functions within tleganisation has been developed in
accordance with the requirements set out in Recordat®n No 11/2006 of the Supervisory
Council of the Hungarian Financial Supervisory Aarity on the “establishment and
operation of internal safeguards”, based on statudod EU standards. Within the internal
safeguards — in addition to internal governancdie- dystem of internal control functions
comprises the following main elements:

+ Risk Management;

+ Internal Audit System (therein: process integratamhtrol, management control,

management information system, and independemnhadtaudit organisation);
« Compliance.

The units pursuing internal control functions aneldpendent from each other within the
organisation, and from the banking organisatiomaisuthe activities of which are controlled
by them.

The elements of the internal audit system aimepratess integrated control, management
control and the operation of the management infdtonaystem, and the regulated operation
thereof are secured by internal regulations, jodcdptions and other IT-supported solutions
(e.g. the self control system operated in the Hranetwork) forming an interlinking,
hierarchical system. In addition the Company, incadance with the relevant provisions of
the law, operates an independent internal auddarorgtion which is subordinated under the
exclusive authority of the Supervisory Board andeClExecutive Officer of the Company.
The internal audit system also performs group abésks and in addition to its own directly
performed audits supervises the operation and takkise internal audit functions of other
group members.

Brief presentation of the risk management systenthef Company and the principles used
during risk management:

MKB Bank’s consolidated and non-consolidated Riskatggies are reviewed annually by
MKB Bank’s Risk Control Unit with the cooperatiorf ¢the involved areas. The Risk
Strategies - adapting to the current economic enwilent and in accordance with the Bank’s
Business Strategy - incorporate the principles alnj@ctives of the Bank’s risk strategy in
relation to each risk type, and determine the casfsted and non-consolidated Country,
Sector, and individual limits. Following discusssonwith the Risk Committee it is the
Supervisory Board of the Company that is entittedive final approval on the Risk Strategy.

Within the framework of the Risk Implementation jea, in accordance with the basic
requirements of the Basel Il preparations, ando¥alhg the guidelines of BayernLB the
concept globally concerning the Company’s risk bwprprocedures was developed.
Accordingly, with the modification of internal relgtions, as of July 1, 2008 a new risk
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bearing procedural rules entered into force whetbbyExperience test of the implementation
of the IRB method was officially launched.

The Excellence Wave lll. / IRB Project was closedecember 31, 2011. The Project aimed
to strengthen the risk management procedures wittenMKB Bank Group based on the
experiences on prevalidation of the Supervisionadidition to fine tuning of risk concept
elements further elements were developed.

Main elements of the concept:

* Implementation of the Uniform Bank Segmentatioregatisation applicable for the
whole, risk product related clientele of the Compan

» Transformation of the decision making system adogrdo the changes of the
implemented risk assumption procedural rules;

* Development and implementation of Basel Il confomating tools and the
development of analytic and behavioural scorecairsthe interest of IRBF
compliance, the introduction of a customer ratiygtsm in line with this, which
suitably supports the decision making activitytt tnanagement of the bank;

» Elaboration of internal validation methodology atgdannual performance (rating and
scoring tools, validation of related processes);

» Monitoring process with a basic functionality I Tpgort;

» Definition of an overall criteria system to idegténdangered loans as soon as possible
containing and considering the relevant indicattasilitating the recognition of
endangered loans; definition of the applicable deahagement types, the related
tasks, procedural rules;

« Creation of a prudent provisioning system and ndthlagy meeting the requirements
of both the Hungarian accounting rules and IFRS.

* Regular executive reporting, back testing (RQR, IR8pital requirement, data
guality).

The 31 group level risk management principles aygutoby the Board of Directors of the
Company concern 5 main subjects: the organisatoedit deals, problematic customer
management, trading transactions (including tregsund the operational risks.

The most important risk management principles dorfiaal control enforced at the level of
the Board of Directors, independent control segardtom the risk assumption areas and
adequate measuring, diversification, monitoring eepbrting of the risks.

Efficient communication of the risks and risk asgtion willingness, continuous
developments in the interest of the recognitionasseement, monitoring of risks, making the
risk processes of key importance up-to-date and fgndly, enhancing their performance
and the employment of well trained workforce are tibkens of the efficient risk management
function of the Company.

The Articles of Association of the company are kldé for the public on the website of
MKB Bank Zrt (ww.mkb.hy and in the registry of the Metropolitan CourtRBididapest as
Court of Registration; the By-laws of SupervisorgaBd are available for the public in the
registry of the Metropolitan Court of Budapest amiff of Registration.
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Appendix 1

THE BOARDS OF MKB BANK ZRT

SUPERVISORY BOARD

CHAIRMAN:

Stephan Winkelmeier (2010)

Member of the Board of Management
Bayerische Landesbank

MEMBERS:

Gerd Hausler (2010)

Chairman of the Board of Management
Bayerische Landesbank

Jochen Bottermann (2009)
Advisor

Board of Management
BAWAG P.S.K. AG

Dr. Buzané Dr. Banhegyi Judit (2010)
Branch Director
MKB Bank Zrt

Dr. Kotulyak Eva (2007)
Legal Counsel
MKB Bank Zrt.

Marcus Kramer (2010)
Member of the Board of Management
Bayerische Landesbank

Lérincz Ibolya (2007)
Head of Division
MKB Bank Zrt.

Dr. Mészaros Tamas (2009)
Professor
Corvinus University, Budapest

Nils Niermann (2011)
Member of the Board of Management
Bayerische Landesbank

Note: Beginning of membership in brackets
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BOARD OF DIRECTORS

CHAIRMAN:

Erdei Tamés (1991)
Chief Executive Officer
MKB Bank Zrt.

MEMBERS:

Dr. Balogh Imre (2004)

Deputy Chief Executive for Retail
MKB Bank Zrt.

Dr. Kraudi Adrienne (2008)

Deputy Chief Executive for Corporate Governance end
Marketing Communication

MKB Bank Zrt.

Roland Michaud (2010)
Deputy Chief Executive for SCU
MKB Bank Zrt.

Michael Schmittlein (2011)
Chief Risk Officer
MKB Bank Zrt.

Dr. Simak Pal (2008)
Deputy Chief Executive for Strategy and Finance
MKB Bank Zrt.

Note: Beginning of membership in brackets
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MANAGEMENT'S DISCUSSION & ANALYSIS
(International Financial Reporting Sandards, IFRS)

The following section of the Annual Report providasdiscussion and analysis of the Group’s
financial condition and results of operations sota$elp the reader to assess any changes in the
financial condition and profits for the year 20Ihe forthcoming analyses are based on figures
reported in MKB Bank’s consolidated financial stagts prepared under International Financial
Reporting Standards (“IFRS”) as at, and for thavriicial year ended, December 31, 2011 and audited
by KPMG Hungaria Ltd. chartered accountants. Ors thasis, the discussion focuses on the
performance of the Group as an entity. The conatditifinancial statements prepared under IFRS are
presented separately.

OVERVIEW

By and large the economies of Central and SoutlteEa&urope were stabilised in 2011. The growth
in some of them was significantly higher than ie iWestern European countries. However, the pace
and timescale of recovery was different in eachntgudepending on the status of their internal
market, export market and economic structure. Thin® three economies being the main operating
environment of MKB Group (Romania and, expectedgnt 2012 Hungary) will commence a new
sustainable growth path with the financial assistanf the IMF and the EU. The economic growth in
the 3 countries slowed down during the year duthéore-escalating eurozone debt crisis from the
summer of 2011, the national currencies weakendti {thhe exception of Bulgaria), and the sovereign
yields and country risk premiums (CDS) rocketederiego the Romanian GDP growth was one of the
highest in the region. Following the former optimjghe outlook is less favourable for 2012, althoug
1-2% growth is projected for Romania and Bulgavidich would in general exceed that of the
Western European, while the Hungarian economy fieebed to more or less stagnate. Export is the
main growth driver in all three countries, but inlgaria and Romania even the domestic demand is
likely to rise from 2012.

Fiscal consolidation and sustained fiscal contasl,well as reduction of the sovereign debt are the
main objectives of these three economies. The tabofs coupled form the gravest problem in
Hungary (less in Bulgaria), yet in Hungary they associated most with the high indebtedness of
customers in foreign currency (CHF). All three coiigs are committed to fiscal consolidation, and
have shown very good results also in European cosgoa In terms of the budget position Bulgaria
has been among the most disciplined EU Member St&emania has also taken definite measures
towards the reduction of its deficit while in Humgahe budget statistics reflect a favourable pistu
as a result of one-off measures. The temporarease in inflation is due to the required measures
(e.g., in Hungary in 2012). The monetary polichasically conservative, while any alleviation can b
expected only in relation to some significant angdtainable decline of risk perception and risk
factors. At the same time, the central banks (elgngary) are constantly looking for alternativeywa

to stimulate the economy with the involvement & Hanking sector.

Following the elections the political confidencejueed for reforms seems strong in Bulgaria, while
in Romania the Prime Minister and the governmerdnged at the beginning of 2012 (general
elections are scheduled in 2012). In Hungary theufaoity of the governing party with two-thirds
majority have declined considerably, while mostevstare uncertain and have no party preferences.
Consistent implementation of the started adjustresésures and their replacement with long-term
structural reforms could further build trust in tbeuntries of the region in the gradually improving
international economic environment. It is espegiatiportant for Hungary to regain the confidence of
investors in its real economy, that of financialrkeds and the financial sector. 2011 showed that th
international rating agencies punished more thetbodox, one-off actions and legal uncertainties
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than the economic performance itself. Investors #ml international rating agencies gradually
downgraded Hungary in 2011, even below the leva would be justified based on the fundamental
conditions of its economy. As opposite, while thisra clearly positive judgment of Bulgaria, alteh
large rating agencies classified Hungary into the-imvestment category, even if the country may not
deserve it.

In 2011 the banking sectors of the individual coiestwere still characterised by crisis management,
basically due to the delayed impacts of the sloanemic recovery on the portfolio quality. The
tendency of non-performing loans (NPL) is stillimgg and provisioning is high. All those were
accompanied by individual and economic policy fesitand therefore the banking sector posted a loss
in Hungary (bank tax and lump sum FX loan repayinand in Romania, but it remained profitable in
Bulgaria. Self-financing is improving, also in fige currencies, e.g., because of the lump sum
repayments in Hungary, the internal savings aregiavourably, but the region still heavily depsnd
on external refinancing. The capital position &b# due to the capital increases made by the fparen
banks, which confirmed their long-term commitmetitghe markets, the capital adequacy ratios are
high and liquidity is good in local currencies. Hower, the financing capacity and business actofity
the sector, as well as the eagerness of the phesrks weakened, which tendency is perhaps the
strongest in Hungary. As a consequence, short-&rategy adjustments were made, expansion
projects came to a halt, and “hibernation” withaaalisation began in Hungary. At the same time, th
Greek banks consolidated their subsidiaries in ¢bantries concerned. It applies to all three
economies that the “financial fertilization”, thechl reflection of the eurozone crisis and the [@ois

of WEU banks (periphery government securities ptia and customer loans, capital, loan-to-
deposit (LTD) objectives, etc.), coupled with sg#rening financial regulations are making it more
difficult for the CEEU region to make a fast recoreThus, the local banking sectors can support
economic growth to a different extent. Even souassg an improving external environment, the
outlook is clearly positive for the banking sectfysn 2013.

HUNGARIAN BUSINESS AREA 2011 DELAYED RECOVERY, UNORTHODOX POLICIES
UNDER INTERNATIONAL PRESSURE1

For the Hungarian economy 2011 was a year of pdailare of the unorthodox crisis management
economic policy, thus, beginning of its initial oeetion. The explanation is that the favourable
processes set as targets or described as feasitile economic policy in 2010 did not take place in
the real economy in 2011. The European debt crgich escalated by the end of the summer and
accompanied by the negative judgements of the dinhmarkets for Hungary and a considerably
weaker HUF was an external factor in this procédsthe same time, international, primarily EU
pressure doubting the legitimacy of the one-offisrmeasures and institutional restructuring was al
growing. The country has been downgraded into theinvestment category for the first time since
1996 from all three major agencies.

Despite the rosy first months of the year, the grenince of the Hungarian economy remained two-
faced in 2011. The highly unpredictable Hungariann@mic policy seemed a greater determining
factor than the external developments. Thus thevtralynamism fell behind the projections and the
1.7% GDP growth was the result of a slight uptufrthe external markets (primarily exports to
Germany) and the Hungarian agriculture, which doae excellent year. The export growth more
than offset the decline in domestic demand, theegtoe industrial output continued to grow, althoug
at slower pace. There was an overall decline iestments due to the low investing appetite and a
decline in public sectors’ investment primarily.Rfee manufacturing resulting from the recent large
investments into the automotive industry and mastyirand equipment were the main exceptions
from the trend. Sectors producing for the domesiirket and services stagnated at the most, while
the performance of the excessively taxed trading) famancial sectors, as well as the construction

! Macroeconomic data are from the Hungarian Cetratistical Office’s regular data publication, bamgk
sector data are from the Balance sheet and Inctatentent by HFSA published on the 23rd of Febr2ad?.
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industry, hit most by the crisis, declined heaviyhe bankruptcy of small and lower-mid corporate

entities remained high; such companies continuedb®orb their reserves and generally did not
benefit from the increasing exports. The additioneome generated from the taxation and income
policy favouring those with higher (official) incas were absorbed in the higher instalments of the
CHF mortgage loans at macro level. The unemploymeia remained high, above 10% during the

year. The small increase in real wages was refieirt financial savings. Households’ consumption

stagnated, and their net saving position grew gligirior to the lump sum repayment of FX loans and

extremely as a consequence of it.

One-off impacts, such as assets transferred frenptivate pension funds to the state and extrastaxe

imposed on various sectors contributed a great tdetide statistically reported state budget surplus

Nonetheless, the country is still subject to anessive deficit procedure by the EU Commission due

to the size of its fundamental deficit. The buddgficit as a percentage of GDP did not decrease eve

despite the transfer of a large amount of pengiowl fissets, which was due to the currency structure
of the debt and the substantial deterioration efHlUF exchange rate.

Not only the decreasing credit demand, but alsoctldit crunch were contributing to the delay of
sustainable dynamic economic growth. There waseditccrunch because the credit risks of banks
remained high, pressure on banks’ capital managemereased, while the reduction of dependence
on FX funds remained an objective, and the prafitgbshrank considerably. The lump sum FX
repayment at a fixed exchange rate further detedr Hungary's assessment on the financial
markets. The HUF exchange rate reached record talvby the end of the year the country risk
premium (CDS) and the yield of Hungarian governmsadurities peak unsustainably. At the end of
2011 and at the beginning of 2012 the three langgrnational rating agencies downgraded Hungary
into the non-investment category with a negativdoolt, suggesting further possible downgrades.
Due to the debt renewal risks the Government teitianegotiations with the IMF and the EU in order
to conclude a standby facility agreement. But astreoy to the request of the IMF delegation, the
Parliament passed important acts in the last dagiseoyear (e.g., Act on the Central Bank), thas, t
IMF and the EU are likely to apply extremely stemg primary requirements before they provide a
safety net. In order to offset the money marketsri@t the end of the year the NBH raised the base
rate by 50-50 basis points on two occasions to s rate is much higher than the 3.9% inflation,
which was driven primarily by energy and fuel psicas well as the increasing food prices.

The Hungarian banking sector had already beerkstriby the beginning of 2011, the third year of
the crisis. The bank tax was an outstandingly disprtionate burden both in international and
national comparison, the restructuring of the pemsystem also deprived the sector from direct
revenues and indirect funding, while credit risksnained high due to the only slightly falling
bankruptcy rates and hectic exchange rate flucmafihe slight export-driven growth and the caution
of private individuals could not give a boost te fending market either: prolongations, renewats an
extremely few really new loan origination were cweristic.

The impact of the exchange rate fluctuation onviblames in HUF was significant but on transaction
basis corporate loans declined by HUF 294.5 bilkod retail loans by HUF 810.2 billion (of which
20.7% was not related to the lump sum repaymeni. O the overall impact of the positive (self-care
attitude of private individuals and higher net immin the affluent segment) and negative factors
(corporate outlook, delayed investments), the tatabunt of customer funds grew by 4.9% in the
sector. At the same time, being downgraded intonie-investment category and the record high
country risk premium (expressed in CDS) obvioushg la cost raising effect on parent banks’ FX
funding provided to their local banks.

The situation worsened during the year when panaita the escalation of the European debt crisis i
the summer the HUF exchange rate began to weageificantly. This led to an increase in NPLs,
stress on capital positions while the lump sumyspant of FX loans scheme involving huge changes
in portfolios, was only the last straw. The lackcohfidence of the financial markets grew soonrafte
the scheme had been announced, leading to thalnlke@wn macroeconomic events. As a logical
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consequence of these factors banks recognised 4adr#provisions than the already high figures of
2010, which was the main reason why the Hungar&nkipng sector made a loss in 2011; the sectors’
profit before taxation was HUF -46.5 billion. Thaikbarian banking sector made a loss after 13 years
of successful operation with a significant differerthat it was not caused by an individual plapet,
several banks turned into red simultaneously.

In the end, the lump sum FX loan repayment affe@®®8l000 debtors (17.7%), and HUF 921 billion
loans at the repayment exchange rate (23.5%), niaudUF 336 billion direct loss to the sector
immediately. At the same time, the Hungarian FimglnS8upervisory Authority also pushed for the
strengthening of the capital position of the baglgector in the wake of the mid-term preparatiams f
Basel Ill, by potentially increasing the minimuncéb capital adequacy requirement to 9% and in the
mid-term to 10%. The parent banks resolved thetalapbsition or made capital hike to offset the
losses from the lump sum repayment and, in mankddnom ordinary operation too, despite the
record high loss ever reported by numerous banks.

Apart from resolving capital problems, the leadiranks also confirmed their strategic commitment to
the market. The Hungarian banking system remaitaoleswith sound capital adequacy and good
liquidity. It also became clear, however, that gagent banks of the leading Hungarian banks were
also in a tense situation due to the eurozonescasid therefore, they focus primarily on the
reinforcement of the operating fundamentals, epitalapreservation, self-financing (which became a
priority for all actors) and avoiding further lossat their Hungarian subsidiaries. They do not iclens
the Hungarian market attractive in the short-to-imedterm, which is why they decided in a sense to
‘hibernate’ their local activities by cutting batkeir expansion endeavours and transferring their
limited resources to other markets. These develogsried to unfavourable direct impacts such as
5.3% cost reduction in 2011, i.e., almost doubggtdcut in real terms, accompanied by closing
branches and lay-offs. The sector is basically lenbfulfil its function of supporting and cataigg

the recovery of the national economy and its nestaduable and dynamic growth path with sufficient
financing.

The only way to achieve the overall objective adwgth orientation of the Hungarian economic policy
and state debt reduction is to regain internatiaoafidence by strengthening legal certainty and by
consistently implementing long delayed structureflorms, which requires the IMF safety net,
improvement of investors’ confidence and lower dogmisk premium. It is also necessary that the
Hungarian economic policy rely on the banking sea®a partner and if so to what extent in order to
support the stimulation of the economy and to medlaé confidence of parent banks, customers and
financial markets. In a more stable and predictal@yeloping macroeconomic environment growing
production, consumption and capital investmentstainably high savings ratio and rising payment
transactions will provide support also to the bagksector enabling it to perform its basic funcsion
effectively again by supporting the economic depeient.

ROMANIAN BUSINESS AREA: STABILISATION WITH IMF ASSISTANCE?2

The Romanian economy, which slumped into strongs®on after the crisis, began to grow again in
2011 (~ +2.5% GDP growth). Parallel with the 5.6%réease in the industrial output the construction
industry also expanded by 2.8% due to the recoeérgxport demand. The external balance also
improved. The foreign trade deficit dropped to 5.6845DP in 2011 (2010: 5.9%) and, similarly to
2010, the current account deficit equalled 4.5%G8fP. At the same time, the volume of foreign
direct investments flown into the country shranklldo during the year, and covered only 34% of the
current account deficit (2010: 40%). The budgefaitefemained below the IMF target of 4.4% and
reached 4.35% in 2011 (2010: 6.5%). In Decemberl 2MF made available for disbursement an
additional EUR 507 million to Romania under the EBR billion two-year precautionary stand-by
arrangement approved in 2009. The inflation comtihto decline, in 2011 the average consumer price

2 Data from National Bank of Romania, National Ing# of Statistics — Romania, IS Emerging Markets

110/124



MKB Bank Zrt. Data in HUF million except stated otherwise
Consolidated Financial Statements as at Decembh&031

index was 5.8% (2010: 6.1%). As a result of thendliation process, the National Bank of Romania
cut the monetary policy interest (from 6.25% to G#November 2011. It was the first cut after 18

months (following further cuts made at the begignii 2012, the interest rate in February 2012 was
5.5%). The unemployment rate decreased by 0.3 p@e points to 7.0% by the end of 2011. The
rating agencies had different views on the econgmizesses. In July 2011 FitchRatings improved
the rating of the long-term currency debt from BBtthe investment grade BBB- (with a stable

outlook). In November 2011 S&P downgraded the gptifithe long and short-term debt denominated
in the national currency by one notch to BB+, védthktable outlook. Moody’s did not change its rating
of the long-term currency debt (Baa3). So that Rumaurrently has investment-grade credit ratings
by two rating agencies (Fitch and Moody’s). Follogithe resignation of the prime minister on 6th

February 2012 the new government will likely congnthe reforms agreed with the IMF, so the

growth of the gross domestic product could reabPc12.0%.

The longer lasting global financial and economisisrhit the Romanian banking sector severely also
in 2011. The sector continued to shrink in 201%eal terms. Nominally, the total assets increased
only by 3.5%, and the portfolio of household andpooate loans showed a 6.2% growth, exceeding
the rate of inflation in 2011. The deterioratingtfaios of the banks are reflected by the fact iha
2011 the proportion of non-performing loans reachddl% (2010: 11.9%). The 5.2% growth of
deposit portfolio grew under the inflation rate,2@11. The loan to deposit ratio increased to £56.7
by the end of the year from 113.5% in 2010. In 2@14 cost efficiency ratio of the sector slightly
deteriorated to 68.2% (2010: 64.9%). Romanian badsted a loss of EUR 79 million in 2011, but
all in all, the Romanian banking system is stalplé at the end of the year the capital adequacy rati
reached 14.5%. In 2011 forty one commercial bapiesated in Romania.

BULGARIAN BUSINESS AREA: TURNED THE CORNER?3

The GDP growth in 2010 was followed by a 1.6% growt 2011 in Bulgaria. It is explained
primarily by the upturn of the economy at the begig of the year, producing for Western exports.
However, the signs of the deepening crisis of tl@zone were reflected in the deceleration of the
industrial output at the end of the year: growttsvealy 3.1% in Q3 2011. Exports rose extremely
dynamically, while imports increased at a much slovate. The current account balance closed with
1.9% surplus in 2011. According to the prelimindigures of the National Bank of Bulgaria the
foreign direct investments decreased by 40.7% cosdp® the previous year. Yet the current account
balance remained positive, thus increasing therveseof the central bank. The budget deficit as a
percentage of GDP was also reduced below the &tge6%. This made Bulgaria one of the most
disciplined Member States of the EU in terms of bluelget. As a result of price increases in food,
health services, education, hotel services andiogtehe annual average inflation rate reache&o3.4
The trend of the unemployment rate increased, dhtise end of the year it reached 10.1%. In October
2011 the central right CEDB party won the presidgrglections again, it won in the local election
most of the districts, as well. Following the eiens, the comprehensive restructuring of the social
sector, developments in the power and infrastrecgactor have continued. Bulgaria’s rating was
upgraded during the year to Baa2 by Moody’s, onthefcredit rating agencies, as a result of which
the country falls in the investment category atthike credit rating agencies. S&P confirmed the
sovereign rating (BBB), and FitchRatings revisesl dlutlook from positive to stable at the end of the
year (BBB-). Since 31 December 2010 the NationaikBaf Bulgaria increased the main policy rate
by 0.04% to 0.22% by the end of 2011, retaining stability of the Currency Council and the
currency board fixed to the euro. The target budgétit is 1.35%, expenditures are expected tevgro
by 5.9% to EUR 15.2 billion, 36.5% of the GDP f@12.

In 2011, twenty-four commercial banks and sevemdiraoffices of foreign banks operated in
Bulgaria. In December 2011, the total assets oég¢hmanks amounted to BGN 76.8 billion, with a
4.2% annual growth. However, the slow economic veppstill held back the growth of the banking
system. The total assets of the banking system ps€1% (y/y) and reached BGN 56 billion in

% Data from Bulgarian National Bank, National Stadisl Institute — Bulgaria, 1SI Emerging Markets
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2011. Within lending, corporate loans increasedtn®2% in an annual comparison). The customer
deposit portfolio also expanded by approximately ®BGN 59 billion. Within funds collecting,
households’ deposit showed the most significanteimee (13.9% year/year). In the challenging
operating environment of the Bulgarian banking esystthe non-performing loans ratio continued to
rise. Although NPL dynamics is slowing, it will idathe volume ceiling only in 2012. Nonetheless,
the Bulgarian banking system still had high, apprately 17.5% capital adequacy ratio (2011), with
a liquid assets ratio of 25.6% (2011 Q3). Impairtaemd provisions for losses shrank by 2% in 2011
to BGN 1.29 billion, for the first time since thedinning of the crisis, while the profit amounted t
BGN 586 million which is a 4.9% drop on an annuzdé

In 2011, MKB Group’s principal long-term financigriorities were aimed at sustainable and
diversified revenues, focused cost discipline, ptiwa management of deteriorating credit qualitg an
effective balance sheet and capital position mamagé In the year 2011, MKB Group activities were
again heavily affected by the adverse market enwient.

FINANCIAL PERFORMANCE

In 2011, MKB Group had to cope with the negativepatts of the Europe wide macroeconomic
environment and the strong focus on every elemerislo management framework was characteristic
for its operation. The Group’s total operating imeo(net interest income plus non-interest income),
increased by 8.28% to HUF 92,769 million (2010: H88;677 million). Net interest income’s share
showed a decrease compared to the previous yeht:(83.03%, 2010: 100.91%), and declined also
in nominal terms mainly driven by the shrinkingioferest income earned on loans and advances to
customers. The decrease of Net interest incomeiesh gross operating profit was, however, mostly
caused by the increase of other operating income,partly was a result of the new disclosure of
discontinued operations.

As per the end of 2011, Romexterra Bank, the Roamasiibsidiary of MKB Bank, was disclosed as
discontiued operation in the Financial StatemehtdkB Group. This disclosure reflects the intention
of MKB Bank to sell its investment in the Romaniaubsidiary during 2012. Accordingly, the
structure of the Consolidated Statement of Compr&ike Income has changed, but from management
point of view the total result of Romexterra Banlasvshown in this analysis as Result from
discontinued operations, part of operating inco@empared to the loss of HUF 15,296 million last
year, the result amounted to HUF 5,015 million 1@8s2011. This remarkable development was
caused that there was no need for further impaitritess for loans and advances, the loss derived
from operating losses.

The falling interest income and net commissioroine of the Group reflected the shrinking lending
businesses, the volatility of the Hungarian Foramid the increased guarantee fee expenses deriving
from the additional guarantees provided by thetazempany.

In 2011, other operating income - including bankizg - showed a significant increase from HUF 4.9
billion loss in 2010 to HUF 6.7 billion gain, mayntlue to the relief concerning expenses relating to
bank levies, which allowed financial institutiors reduce the earlier defined bank levies by 30% of
the loss recognized on the early repayment of goreurrency mortgage loans.

Slightly below the loss of HUF 103,285 million i®20, the Group realized a negative profit before
taxation from continuing operations of HUF 104,28illion for 2011. While gross operating income
reflected an increase, operating expenses excdabdegervious year’s level, mainly caused by the
impairment losses recognized due to the revaluatifbimtangible assets. The profit from equity
consolidated participations decreased by HUF 6liamildue to the lower profitability of joint

ventures and associates. The most significant rdedh profit appeared at MKB Euroleasing Zrt
where losses amounted to HUF 208.2 million (2010FH948.3 million profit). The profit before tax
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in MKB’s stand alone financial statements increaskghtly compared to the previous year level
(2011: HUF 103,537 million loss, 2010: HUF 133,68ion loss), and also some of the consolidated
companies contributed to the shrinking losses ef@noup. However, the losses recognized on the
fixed repayment of foreign currency mortgage lo§H&JF 15,357 million realized, HUF 21,894
million accounted for as impairment loss) set bidxekimprovement of the profitability this year. $hi
reflected also on net provision charge, which shigincreased from 6.25% to 6.34% during the
reporting period. Due to the losses before tax2fdil, the pre-tax return on average equity ratio
(ROAE) and the pre-tax return on average asséts(ROAA) are still negative.

Taxes on income amounted to HUF 11,731 million espg2010: HUF 9,656 million income), which
consisted of HUF 8,908 million net deferred taxenge and HUF 2,823 million current tax expense.
The deferred tax expense included HUF 5,188 millass, which was recognized at MKB Bank due
to the depreciation of Deferred Tax Asset. The éejption was necessary because of the changes in
Hungarian tax laws restricting the utilization akiosses carried forward (up to maximum 50% of the
actual tax base) and the changes in the profitabédkpectations of the Bank resulting from
deteriorating macroeconomic forecasts and furtbeméhprotection legislative measures.

On the grounds of negative profit after taxatiotrilatable to the shareholders of HUF 120,792
million for 2011, the Board of Directors proposesdividend payment.
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Key Figures 2011

(IFRS)
(HUF million)
MKB Bulgarian Romanian Hungarian Leasing  Auxiliaries** MKB
Bank Market ***+* Market*** Market* Group
Total Assets 2694 824 272 104 107 648 78 940 86 515 2943 961
Share Capital 20733 19 479 13471 2093 73 868 20733
Reserves 58 132 12 863 (12 795) 6117 (7 509) 56 762
Operating Income 87 274 11112 (4 071) 4 056 12 816 92 769
Net interest income 66 774 7634 (169) 4331 17) 77027
Net commission income 10716 2913 22 (38) 465 14 060
Other 11 905 565 (1147) 210 12 401 9297
Result from discontinued operations**** - - (2778) - - (5015)
Banking Tax (2121) - - (446) (33) (2601)
Operating Expenses (60 288) (6 268) (1553) (1435) (17 449) (74 703)
Impairment and provision for losses (80 490) (4 068) (5015) (2314) (3 969) (95671)
Goodwill impairment (26 564) - - - - (30692)
Impairment of investments (23 469) 47) - - (354) (1667)
Share of jointly controlled and associated compgnie : (997)
profit / (loss) before taxation - - - -
Profit Before Taxation from continuing operations 081537) 729 (7 861) 307 (8 956) (104 280)
Profit After Taxation from continuing operations @L740) 650 (9 951) 169 (9 176) (116 011)
Profit After Taxation attributable to the Sharetesksl (112 740) 650 (12 728) 169 (9 176) (120 792)
Pre-tax Return on Average Equity (ROAE) -40,6% 2,7% 2,8% 3,7% -11,8% -41,9%
Earnings per Average Outstanding Share (EPS) -543,8% 4,2% -55,8% 8,1% -12,4% -582,6%
Pre-tax Return on Average Assets (ROAA) -3,8% 0,5% 1%6, 0,4% -10,4% -3,7%
Cost-to-income ratio 69,1% 56,4% -38,1% 35,4% 136,1% 80,5%
Capital adequacy ratio**** 9,17% 13,34% 16,32% n.a na 9,09%

* Autéhitel, Autélizing

*MKB Uzemeltetési, Euro-Immat Uzemeltetési, Befeési Alapkezei,Resideal, Exter-lmmo, Exter-Bérlet, Extercom

** Romexterra Bank, Romexterra Leasing, CRM

***However the Management considered in 2011 Roteea Bank as an integral part of the operatioe, tdithe decision of the Management in Decembelaandrding to
IFRS the Result from discontinued operation isinciuded in Profit Before Taxation

week MKB Unionbank AD

#+eek including capital increase in MKB Bank (seblote 5)
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Key Figures 2010

(IFRS)
(HUF million)
MKB Bulgarian Romanian Hungarian Leasing Auxiliaries** MKB
Bank Market ***** Market*** Market* Group

Total Assets 2733482 246 789 151 848 89 507 85977 2939188
Share Capital 20733 11 391 32134 2093 73 648 20733
Reserves 174 711 10 976 (50 882) 6353 (2 268) 178 805
Operating Income 88 565 10714 (19 769) 4617 14 259 85677
Net interest income 75790 7444 (750) 4937 209 86 459
Net commission income 16 777 2619 67 (129) 461 19431
Other 9556 651 (1183) 176 13622 9043
Result from discontinued operations**** - - (17 902) - - (15 296)
Banking Tax (13 559) - - (367) (33) (13 960)
Operating Expenses (56 594) (6 003) (1367) (1373) (15 680) (67 157)
Impairments and provision for losses (93 030) (4 013) (20 911) (3428) (259) (120 738)
Goodwill impairment (17 512) - - - - (15 428)
Impairment of investments (55 111) (24) (856) (371)
Share of jointly controlled and associated compsipiofit

. (936)
/ (loss) before taxation
Profit Before Taxation from continuing operations 331683) 674 (24 145) (184) (2535) (103 285)
Profit After Taxation from continuing operations QL873) 600 (24 171) (336) (2 875) (92 868)
Profit After Taxation attributable to the Sharelekl (122 673) 600 (42 073) (336) (2 875) (106 246)
Pre-tax Return on Average Equity (ROAE) -47,9% 3,4% 23,2% -2,1% -3,5% -42,1%
Earnings per Average Outstanding Share (EPS) -784,6% 6,1% -166,6% -16,1% -4,1% -679,5%
Pre-tax Return on Average Assets (ROAA) -4,7% 0,5% 0% -0,2% -3,2% -3,9%
Cost-to-income ratit 63,9% 56,0% -6,9% 29,7% 110,0% 78,4%
Capital adequacy ratio 10,81% 12,94% 15,21% n.a n.a 10,33%

* Autéhitel, Autdlizing

*MKB Uzemeltetési, Befektetési AlapkezgResideal, Exter-immo, Exter-Bérlet

** Romexterra Bank, Romexterra Leasing, CRM

=*However the Management considered in 2011 Roteera Bank as an integral part of the operatioe, tduthe decision of the Management in Decembel
according to IFRS the Result from discontinued apen is not included in Profit Before Taxation

w6k MKB Unionbank AD

The profit before tax dMKB Bank amounted to HUF 103,537 million loss in 2011, rhadue to the
losses recognized on the early repayment of foreigrency mortgage loans, the banking tax and the
impairment losses accounted for subsidiaries oBi#wek. These facts were manifested in the pre-tax
return on average equity, that remained negativeOihl and CIR which increased from 63.9% in
2010 to 69.1% in 2011 due to the slight shrinkageperating income and higher level of operating
expenses driven mainly by impairment losses ohigitale assets.

The pre-tax ROAE oBulgarian Market decreased slightly and it amounted to 2.7% contpbtwe
3.4% of the previous year-end. There was a modanetease (2.8%) of pre-provision net operating
profit amounting to HUF 4,844 million (2010: HUF74,1 million). Comparing to previous year, the
ROAA remained at the same level of 0.5% which otéld the impairment losses and conservative
business activities that were consistent with tloegased risk from the economic crisis. Despitefitpr
after tax reached HUF 650 million, the earningsaarage outstanding share (EPS) reduced by 1.9%
to 4.2% as, the share capital increased more (b BI089 million) than the profit at Unionbank.
Cost to income ratio was better than at consolitidegel (80.5%) but was slightly deteriorated to

56.4% from the 56.0% in 2010.

During 2011, the group of consolidation in the Bulgn Market was enlarged with MKB Autopark
OOD with 37.29% participation of MKB. The major skholder is MKB Euroleasing Autopark Zrt
with 74.6% participationThe principle activities of the company includetrand lease transactions
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with motor vehicles and any servicing activitiedated to lease/rent agreements, transport and
forwarding in Bulgaria and abroad. In 2011, the pany’s market share in the operating leases
reached 20% (2010: 13%). The operating leasingfgiartincreased by 91% in comparison to the
pervious year. The targeted growth of the salebénnext business years, according to the approved
business plan, will be 5% each year, as per tiginganarket growth expectations.

The composition ofRomanian Market changed in 2011 as MKB Bank is going to sell the
participation of Romexterra Bank. According to IFRS the Romanian company’s figures are
reclassified to discontinued operations in the obdated financial statements. During the business
year, also MKB Bank’s ownership in Romexterra Legsncreased from 86.05% to 94.78%.

At the end of the reporting year, ROAA improved-®©1% from -14% and ROAE increased to
-42.8% (2010: -123.9%), though still remainedha hegative range. The pre-provision net operating
profit shows improvement from HUF -21.1 billion B8JF -5.6 billion but the figure is still negative
due to the operating expenses exceeded the opeatiome.

The Hungarian Leasing Market's ROAE increased and amounted to 3.7% comparecktogpative
figure of the previous year-end. The ROAA slighghgw to 0.4% in 2011, due to the profit increased
however the continuing crisis on the leasing markée CIR moderately deteriorated to 35.4% in
2011 from 29.7% in the previous year, as the félloperating income exceeded the increase of
operating expenses. This was mainly the resulthahking business activities in the car finance
markets.

Net interest income

Net interest income, the most important componédrevenue, amounted to HUF 77,027 million,
10.91% short of HUF 86,459 million in 2010. Excewglithe shrinkage in the previous year, the
average interest-earning assets decreased alsgetirigby HUF 264 billion), driven by the reduction
of average loans and advances (by HUF 225 hilliBrgm one hand, the level of risk provisioning
increased, while also the gross volume of loansahdnces decreased compared to last year. The
decline was caused patrtially by the strategicadifinrdtd wholesale portfolio dismantling, however, in
retail segment the final repayment of mortgage dodanominated in foreign currency contributed
significantly to the decrease in the volume as wigis reduction counterbalanced the increaseef th
foreign currency portfolio driven by the deteridgoat of Hungarian domestic currency against EUR
and CHF and the slight new business volume. Simedtasly, the net margin increased to 3.07% from
2.56%.

In contrast to the tendency in the previous yde, dverage interest-bearing liabilities decreased b
HUF 182 billion. The reduction was driven by theegge volume of customer accounts and deposits
(by HUF 189 billion). As far as the closing volumesnsidered, the Bank deposits increased mainly
due to the deposits at European Investment Banktl@dncreasing impact of foreign exchange
fluctuations, while the total of Customer curremidadeposit account balances decreased slightly
compared to last year. At the same time, Suborelihatebts increased, mainly caused by the
deterioration of Hungarian Forint as the subordidalebts of MKB Bank are denominated solely in
EUR and CHF. The Current and deposit accountstail ®ients increased compared to the previous
year level (HUF 109 billion growth) primarily in sa of micro enterprises and affluent private ckent
while corporate clients deposit decreased sigmiflga(by HUF 113 billion) mostly driven by the
shrinking deposit of funds.
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Average interest asset/liabilities by main operating segments

million HUF
MKB Bank MKB Unionbank MKB Group
2011 2010 2011 2010 2011 2010

Average Loans and advances 2119521 2322 957 173138 162 770 2033517 2 258 107
Average securities 456 252 437 131 7121 6 037 255 296 294 486
Average interest-earning assets 2575772 2760 088 180 258 168 807 2288 812 2552593
Average interest rate % 5,80 5,43 8,39 8,85 6,50 5,81
Average customer and deposit accounts 2153843 2 327 157 210991 209 787 2354 878 2 543 405
Average issued securities 279 462 265 788 1529 0 165 096 158 145
Average interest-bearing liabilities 2433305 2592945 212520 209 787 2519974 2701549
Average interest rate % 3,49 3,16 3,66 3,74 3,42 3,24
Difference betwen average rates % 2,31 2,27 4,73 5,12 3,07 2,56

In 2011,MKB Bank reported HUF 66,774 million net interest income, which lagdehind the level

in previous year (2010: HUF 75,790 million), followg mainly the shrinking business volume and
provisioning level. As a result, Interest incoméatred to Loans and advances to banks/customers
decreased by HUF 2,7 billion, while Interest exgens Customer/Banking deposits increased by
HUF 1.5 billion, which growth was mostly influencég the volatile changes of the exchange rate,
given that most of the refinancing loans from pamampany are denominated in foreign currencies.

In contrast to the tendency in the previous yaar2011 the average volume of interest-bearingtasse
decreased from HUF 2,760 billion in 2010 by 6.7%itdF 2,575.7 billion. The significant reduction
was driven particularly by the volume of Loans aodlances to customers. This shrinkage reflects the
changes in MKB Bank’s strategy aiming to reduces Igenerating real estate project financing
exposures and focusing on strengthening retailSi& segments. In addition to that, the Hungarian
legislation enabled clients to repay their mortgbggns denominated in foreign currencies at fixed
rates of FX, which had a substantial impact on MB&k’s foreign currency mortgage portfolio,
mainly because the clients of the Bank disposeagifdn level of savings than the market average.

In 2011, the average portfolio oiterest-bearing assets of Unionbanlkexpanded from HUF 168.8
billion in 2010 by 6.8% to HUF 180.3 billion. Thedrease of the average portfolio was resulted from
the growth in private segment (29.3%). Average $ogrew by HUF 10.4 billion. The rise related to
private individuals was mainly denominated in EWNReanwhile, in corporate segment (SME and
Micro segment) there was a slight reduction (2.2%4)nionbank’s local currency. At the same time,
average portfolio of securities rose by 17.9% andunted to HUF 7,121 million.

The average portfolio of interest-bearing liabditislightly increased from HUF 209.8 billion by %.3

to HUF 212.5 billion compared to the higher grovithprevious year (8%). In 2011, the average
deposit portfolio remained almost at the same lewel amounted to HUF 211 billion. Compared to
previous year, the average volume of issued seesiiiicreased and reached HUF 1.5 billion in 2011
(2010: NIL). The moderate business activities aasih competition on deposit markets resulted in a
decrease of net interest margin from 5.12% to 4.73%

Romanian Market’s net interest expense reduced from HUF 0.8 billion to HUF 0.Bidsi during
2011 due to the decrease of interest expenses @usitie from other banks by 59.3% at Corporate
Recovery Management in 2011. The decline of lentlingjness resulted that the net interest income
dropped from HUF 0.7 billion to HUF 0.4 billion Romexterra Leasing.

Hungarian Leasing Market’s net interest incomedecreased by 12.3% to HUF 4.3 billion compared

to previous year because of the drop of interesinre from lending and money market business by
18.2% at MKB Euroleasing Autéhitel Zrt.
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Non-interest income

For 2011, the total non-interest income increagetHtF 15,741 million (2010: HUF 782 million
loss), representing 16.9% of gross operating incorhe sharp increase of such income was the net
result of different factors as detailed below.

Total net commission and fee income of HUF 14,060an decreased by 27.64% from HUF 19,431
million in 2010. The slight growth of Commissiorcome last year turned to a decrease of HUF 1,026
million this year. The income from payment trangatt and card services though showed a moderate
increase, commission income deriving from brokerags and other securities business dropped by
HUF 1,044 million. The fees earned by MKB Bank and asset management decreased significantly,
following primarily the changes in the private p@nsfund sector in Hungary.

Simultaneously, fee expenses showed a significaerease (by HUF 4,345 million) compared to
previous year and reached HUF 11,598 million frbie 2010 year-end figure of HUF 7,253 million.
Mainly credit related fees rose, as during 2011 MBdhk paid HUF 3,154 million fees to Bayern LB
related to a special construction of guaranteetgdany the parent company.

Other operating income of HUF 6.7 billion gain %11 was significantly above the total amount of
HUF 4.9 billion net loss for 2010. This robust iease was mainly caused by the reduced level of
Expenses relating to bank levies, which amountetid- 2,601 million in 2011 compared to the
amount of HUF 13,960 million on MKB Group level fagear. Following the agreement of the
Hungarian Government and the Hungarian Banking éiation the banks were allowed to reduce the
earlier defined bank levies by 30% of the totalslegiffered by the fixed repayment of foreign
currency loans. At the same time, the result eaoredecurities and trading derivative transactions
showed a remarkable decrease compared to 2010rilimimy to the increase, other income
amounted to HUF 3,981 million profit opposite te tloss last year. This positive result includes a
one-off gain of HUF 7,569 million, which was rea&i on the conversion of EUR 120 million
subordinated bond to a subordinated loan denonanat8wiss franc.

Result from discontinued operations reflects thanged disclosure of Romexterra Bank as per the
end of 2011. Romexterra Bank is disclosed as disuged operation in the Financial Statements of
MKB Group starting from this year-end because @&f tanagement of MKB Bank is committed to
sell this Romanian subsidiary. As a result of tttig, total result of Romexterra Bank was reclaegfi
and is disclosed among Result from discontinuedatipeis as part of non-interest income. Compared
to the loss of HUF 15,296 million last year, theult amounted to HUF 5,015 million loss in 2011.
The remarkable growth was caused that there waseed for further impairment for loans and
advances, the loss derives from operating loss.

Within MKB’s non-interest income, the HUF 10,716 million net fee and commissiorome in 2011
lagged behind the previous year’s level, which amed to HUF 16,777 million. This decrease in net
commission income derived mainly from the aboveaitld special guarantee fee payments to the
parent company. The other operating income sigmifly increased due to relief related to banking
tax (2011: HUF 2,121 million, 2010: HUF 13,559 1aill) and the subordinated debt conversion also
discussed in the Group level analysis.

Unionbank’s net commission and fee incomwas up 11.2% from HUF 2,619 million in 2010. The
increase was eventuated due to extension of payseevites (HUF 0.2 billion) and other commission
income (HUF 0.08 billion) related to life insurascand collateral insurances. As a consequence of
that, the total amount of net commission and fearimes reached HUF 2,913 million at the end of
year 2011.

Romanian Market's net commission and fee incomeleclined from 67 million in 2010 to HUF 22

million in 2011, due to the fact that Romexterrasiag recognized less commission and fee income
from other commission (a fall of HUF 45 million).oRiexterra Leasing disclosed HUF 114.4 million
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profits due to the revaluation of currency relateansactions. Expense from payment services
increased to HUF 0.6 million at Corporate Recowdanagement.

Impairments and provisions

Due to the down turning market environment furthegative impacts were recognized during 2011.
This situation enforce the Group to follow more gent way in respect of credit risk portfolio
management, which caused significant increase an loss provision in this year. There was a
domestic market turbulence, which was originatesnfthe Government’s measures concerning FX
residential mortgage repayment. The negative maormenic tendency also reflected in the
impairment tests on goodwill during the second béthe year.

The total provision for losses in the year 2011 Wi~ 126,363 million, mainly derived from Loans
and advances and Goodwill impairment.

Concerning Loans and advances the Group set up #2875 million impairments and realized HUF
18,695 million direct write-off.

The total credit risk provisions amounted to HUF72%6 million in the statement of financial
position (2010: HUF 206,424 million). HUF 49,7 mth growth mainly derived from Corporate and
Retail segments. As far as the corporate segmensitnificant increase of impairment stock was
concentrated in Real estate finance. This portfalimunted to HUF 26,8 billion increase due to the
continued deterioration of real estate busines®mestic market. The Group intended to manage this
type of portfolio in frame of proactive handling yva

Regarding retail business the Group charged totdllfr 37,251 million impairments on mortgage
loans denominated in CHF and EUR due to the FXympeat facility. The realized part was in
amount of HUF 15,357 million as direct write offietremaining part as was calculated as expected
loss in the future (HUF 21,894 million) was alloméias specific provision.

As a result of goodwill impairment tests the Graepognized HUF 28,313 million impairment on
Bulgarian Market's goodwill, and HUF 2,379 milliompairment on that of Hungarian Leasing
Market’s. Compared to last year during the Goodwilpairment test calculation (see Note 13)
cautious plan figures and - because of risk prefitegher discount factor was taken into considenat
concerning Bulgarian CGU, which resulted the abmeationed level of goodwill impairment losses.
Regarding Hungarian Leasing Market CGU goodwill &inment was necessary to be recognized
according to cash flow projection.

Operating costs

In the adverse market environment, cost discipi@mained a strong priority in 2011, that is why the
level of Operating cost remained at the same levadide from impairment of intangible assets -t as i
was in the previous year. During 2011 change ofaipe costs resulted 11.2% growth (HUF 74,703
million) than it was recognized in 2010 (HUF 67,X&iflion).

In case of the following three types of expensescupancy costs increased while General and
administration expenses together Marketing and iputalations showed an opposite movements
comparing 2010.

The occupancy costs increased extremely by 50.59kKB Group level, which resulted significant
growth of expenses (HUF 8,429 million).On one h&ehular amortization increased at MKB by
HUF 1,309 million because of patents and trademeaakd Impairment losses was higher by HUF
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8,060 million: at MKB we realized HUF 4,654 millipat Romexterra Bank HUF 257 million and at
Euro-Immat Kft HUF 3,406 billion additional impaient concerning softwares.

In nominal terms, General and administrative costsreased by 15.4% compare to 2010. Decrease
derived from IT cost, Legal and advisory serviced ather administrative expenses. IT cost decreased
by HUF 729 million less expenses concerning oursilidries. Legal and advisory cost decreased by
HUF 1,137 million mainly because of less (HUF 1.38#lion) Project expert fees at MKB. Other
administrative expenses also decreased by HUF 7HibrmMain reason of this effect is less fee at
MKB for HFSA (by HUF 273 million) and less speciatal tax paid (by HUF 231 million).

Simultaneously, Market and public relations deaedaBy 23,8% in this year. Change was derived
from less sponsor expenses (by HUF 228 million)keting costs (by HUF 266 million) and support
to foundation (by HUF 284 million).

The Group Cost to Income ratio (80.5%) significamtéteriorated compared to 2010 (78.4 %), which
was caused by MKB's less efficient of CIR. Besitlgs fact Romanian Market has negative operating
income and extremely high CIR ratio of Hungariarasiag Market caused further destructions in
Group CIR.

MKB Bank’s operating costs amounted to HUF 60,288 millionhwét 6.53% nominal increase
compared to the HUF 56,594 million total costs 1@ While both Salaries and wages, and
depreciation of intangible assets increased swnifly (by 15.2%), it was compensated by the
decrease (HUF 3,669 million) of other administratexpenses, that meant 11.15% shrinking compare
to the previous year.

Regular salaries and wages increased by HUF 1,6i@nmainly due to higher expenses relating to
termination (HUF 577 million) and bonuses (HUF 66iflion).

The main shrinking (43.6%) eventuated concernirgupancy cost (HUF 5,193 million), mainly due
to depreciation and amortization of softwares (HWB54 million) and also regarding impairment
losses of operational and office equipments (HU® iifllion).

Concerning stand alone figure, less Other admatistt expenses was recognized at MKB (by HUF

3,669 million). Remarkable decrease in IT costs wukess IT operating and expert fees (HUF 1,074

million), in Publicity and advertising because e$$ sponsor and PR expenses (HUF 749 million) and
in Legal and advisory services concerning loweramof project expert fees. (HUF 937 million).

The Bank’s cost to income ratio increased to 69cddrpared to the 63.9% in 2010, which was
primarily driven by the higher growth of operatiegpense (by HUF 3,694 million) than increase of
operating income (by HUF 1,291 million).

General and administrative cost of Unionbankslightly increased (by HUF 0.3 billion) from HUF 6
billion in 2010 to HUF 6.3 billion as per the enfl Z011. Higher operating expenses are due to
increased expenses for the Deposit Guarantee Fin8%), social security costs in accordance with
Bulgarian legislation (4.6%) and depreciation co&t8.2%). The other administrative expenses
increased by 4.9% to HUF 3 billion. Higher levelldfcosts (HUF 0.1 billion) explain the growth of
administrative expenses. Amortisation and deprieciatosts rose by 20.2% to 0.5 billion. The
number of employees remained at the same level €#gfloyees) comparing to 2010. In line with it,
salaries and wages stagnated at the previous yksets of HUF 2.4 billion. Due to the above
mentioned circumstances the CIR relapsed from 56d086.4% in 2011.
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General and administrative cost of Romanian Markets grew by 13.6% from HUF 1.4 billion to
HUF 1.6 billion in 2011 due to the sharp increapaysonnel expenses by 24.5% to HUF 0.6 billion
at Corporate Recovery Management. Meanwhile, tebeu of employees has shrunk from 29 to 17
compared to 2010. Other administrative expenses bys2.3% to HUF 0.4 billion at CRM. On the
other hand, at Romexterra Leasing general admatigtr expenses decreased by 2% to HUF 0.5
billion because of the salaries and wages redugetiOi?%. Parallel with the decrease of personal
expenses, the number of employees shrunk to 374¢bm 2010.

General and administrative cost of Hungarian Leasig Market's slightly increased by 4.5% to
HUF 1,435 million compared to 2010. The main changppeared at MKB Euroleasing Autdlizing
Zrt. where the expenses from legal and advisoryises grew by HUF 18.7 million and other
administrative expenses by HUF 21.5 million.

FINANCIAL POSITION MANAGEMENT

At the end of 2011, the Group’s total assets despitweakening of Hungarian Forint (by 12%)
sustained at the same level HUF 2,944 billion campea previous year level HUF 2,939.2 billion.
The Group’s loans and advances to customers dec&gs8.41% to HUF 1,994.6 billion. Despite of
decrease of loans and advances the share of @rstmset balances in the total slightly increased t
67.8% as at the previous year-end. One importedore of decrease was reclassification of the
exposure of Romexterra Bank into the Discontinyaeration (HUF 73,889 million). The other reason
is FX repayment of residential mortgage loans whigs partly completed in amount of HUF 46.3
billion.

The above mentioned decrease was counterbalancegtolgth among Cash reserve (HUF 99.2
billion). According to IFRS 5 Romexterra Bank’sdigs (in amount HUF 18.8 billion) are reclassified
to Assets from discontinued operations due to #ut that Romexterra Bank is held for sale from
December. At MKB Cash with central banks decredsgcdHUF 31.8 billion, while volume of
Hungarian Central Bank bonds held by MKB grew by FHWA7 billion. Further increase can be
experienced concerning investment securities ading assets in amount of HUF 49.55 billion. The
most part of growth related to additional purchafsElungarian Government Bonds.

In a highly competitive environment, the Group’ssimess policy continued placing strong emphasis
on retaining and expanding the customer deposi¢ liasorder to decrease the customer loan to
primary funds ratio. Total volume of current angbdsit accounts held at the Group by corporate and
private customers increased by 4.9% amounted to H4&3.5 billion (2010: HUF 1,395.5 billion).

The stagnating volumes of assets did not necesgifatther liability increase from money market in

2011. The volume of deposits from domestic bankgpped down at MKB due to the payment of

refinancing loans to BayernLB in amount EUR 440ionil, which was disclosed among over one year
deposits. At the end of 2011 the money market deptmgalling to HUF 977.3 billion.

At the end of 2011he total assets of MKB Bankwere HUF 2,694.8 billion, 1.4% lower than HUF
2,733.5 billion as at 2010 year-end.

The volume of the investment in securities heldA&S purposes was up to HUF 281.2 billion from
HUF 221.0 billion in 2010, mainly because of thetfmio changes in Hungarian government bonds.

Among the assets, the customer loan portfolio dese@ by 7,63% as it was in the last year.
Although in 2011 because of FX mortgage loan regatrthe portfolio reduced by HUF 46 billion -

more than 11,000 customer of MKB took the oppottuni the dominance of the loans denominated
in foreign currency (typically in EUR and CHF) torporate and retail customers remained
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significant, representing 76.0% in the total. Tlenéstic currency was weakening for the 2011 year
end and this effect was also reflected as an @gpaisange in the balance sheet.

The customer deposits slightly grew by 2.6% fromPHLJ278.6 billion in the previous year to HUF
1,311.7 billion. The main source of the final repayment in MKB wagnofunds, but the
relevant part of it was not savings (deposits, Bpnidvestment funds) in MKB. The
customers funds of the clientele, who made finpayenent decreased only by HUF 7 billion.
The corporate deposit decreased by 9.14% to HUFE66A#lion while the retail clients’ deposits
increased by 15.8% to HUF 695.1 billion in 2011eT®hare of Micro SME segment’s deposit was
stagnated and its portfolio was HUF 84.2 billiortret end of the year.

The average portfolio of retail deposits grew to FHB30.8 billion from HUF 477.3 billion in the
previous year. Most of the deposits are denominatedUR and HUF (86,38 % in the total retail
portfolio), and this share remained at the samel las it was in 2010 (86.86%)

The money market financing derived directly fromyBalLB in the amount of HUF 624.6 billion.
The share of banking deposit in total was stagnait¢ide level of 42,33% (2010: 42,98%).

Portfolio of issued Bonds increased by HUF 24.08obi due to the active issuing policy, mainly due
to HUF 25.9 billion of Zero Coupon bonds issuanc2011.

At the end of 2011Unionbank’s total assetsincreased by 10.3% from HUF 246.8 billion at poes
year-end to HUF 272.1 billion. The bank decreased share of its funding from MKB Bank and
repaid its obligations of EUR 15 million. During 20 the loan portfolio growth was at 13.2%, up to
HUF 223.2 billion compared to the previous yeare Tatail segmentation which contains the micro
companies & individual clients and households rbge20% to HUF 96.2 billion from HUF 80.2
billion. Meanwhile, the total amount of loans t@ ttorporate segment was up by 13.6% to HUF 42.1
billion.

The customer deposit increased by 9.7% to HUF 16@idn. Without FX effect decrease is visible
on deposit account by 16.9% due to the shrunk gfarate segment by 9.6% to HUF 40.3 billion and
the retail segment slightly reduced by 1% in amadbt= 1 billion. During the reporting period,
Unionbank kept on extending its client base andntepl a substantial rise in the number of clieAts.
the end of the year 2011, the number of activendieeached 110,132 up by 7.77%. The number of
corporate clients rose by 5.7% and the number diVidual clients increased by 11.8% compared to
2010.

In this financial yeartotal assets oRomanian Market decreased by 29.1% from HUF 151.8 billion
to HUF 107.6 billion. The change appeared at CatgoRecovery Management where the total asset
significantly reduced by HUF 30.1 billion to HUF B8lion due to the shrunk of loans and advances
to bank by HUF 23.7 billion to HUF 0.5 billion. Goser loans eventuated in the SME segment
lagged behind by 22%, amounted to HUF 17.9 bilkorCRM. The same shrinking appeared in the
SME segment at Romexterra Leasing by HUF 4.5 biltm HUF 5.6 billion. The main factors of the
decreasing were considerable provisioning of tisetas

Bank deposits dropped from HUF 71.3 billion to HR# billion at Corporate Recovery Management.
At Romexterra Leasing, amounts due to other basksedsed by 26% to HUF 10 billion.

The assets of Romexterra Bank in an amount of H@OP Wbillion is presented under assets from
discontinued operations.

Comparing to 2010, thietal assets of Hungarian Leasing Market'seduced by 11.8% to HUF 78.9

billion due to the assets dropped from HUF 67.6dnilto HUF 53.5 billion at MKB Euroleasing
Autohitel Zrt. as loans and advances to customeesedised by 20.3% to HUF 50.4 billion.
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CAPITAL MANAGEMENT

MKB Bank’s strong capital background contributestsosafety, promotes customer confidence, helps
the Bank to manage the negative effects on itsitphility which come form macroeconomic
turbulences. MKB Bank’s policy is to remain wellpdalized in order to provide adequate business
flexibility and to support risks associated wits #ctivities. As capital is a critical resourcejsit
actively managed by the Bank. The capital managémetesses take into account the changes in
balance sheet and risk-adjusted assets, the capiigture and the costs and availability of vasiou
types of capital, investment plans and sharehotdairns, while satisfying the requirements of
regulators, rating agencies, financial markets @gplositors. It requires active management of both
risk-weighted assets and the capital base.

Domestic and international guidelines require tl@iBto maintain certain minimum capital-to-asset
ratios. These risk-based ratios are determinedllogating assets and specified off-balance sheet
instruments into 4 weighted categories, with higlestels of capital being required for categories
perceived as representing greater risk. Regulatapjtal is divided into Tier 1 Capital and Tier 2
Capital. In addition to retained earnings, the Baray raise regulatory capital by issuing sevenagsy

of financial instruments to the public. These ficahinstruments are then classified as either Tier
Tier 2, depending on the types of conditions orec@ants they place upon the issuer.

In June 2004, the Basel Committee on Banking Sigiervreleased its report entitled “International
Convergence of Capital Measurement and Capitald&tds: A Revised Framework” (Basel Il). The
new framework is designed to more closely alignutaipry capital requirements with underlying risks
by introducing substantive changes in the treatroémrtedit risk. Moreover, an explicit new capital
charge for operational risk has also been introdues well as increased supervisory review and
extended public disclosure needs.

Tier 1 Capital includes securities with no fixedtordly date, such as ordinary shares. At December
31, 2011, as a preliminary figure the Group had HWYR2 billion (2010: HUF 158.3 billion) under
Hungarian Supervisory Regulation. In order thatBaek has ability to keep strong capital position i
the domestic market the owners has increased tideupacapital with HUF 62 billion which was
completed on 17 of February, 2012. Due to the huge increase thek Bas more regulatory capital
(HUF 189.2 billion) than it was in 2010.

Risk-weighted assets including operational and etarisk decreased by 2.4% from 2010 (HUF
2,132.9 billion) and amounted to HUF 2,080.8 billibesides approximately 12% deterioration of
domestic currency.

The CAR of Unionbank increased to 13.34% from 12.94% of previous yeaell under local
supervisory regulation. The regulatory capital wldF 27,017 million which was higher than the
previous year-end figure (HUF 23,373 million) due the strengthening of Bulgarian domestic
currency. There was additional capital increaseaimount of BGN 40 million but which was
completed by conversion of former subordinated .détggarding the growth of Regulatory Capital in
BGN and improvement of CAR, the main reason wasatteamulated profit for the year with BGN
4.5 million. Meanwhile the risk asset increased12%6 amounted to HUF 202,418 million (2010:
HUF 180,569 million) according to local supervis@gp which could be explained by strengthening
of Bulgarian domestic currency.

The CAR of Romexterra Bank significantly increased to 16.32% from of previowear-end level
15.21% according to supervisory local gap. The letgty capital was HUF 7,765 which was slightly
lower than the previous year-end figure (HUF 8,48ilion). Meanwhile the risk weighted asset
decreased by 14.2% amounted to HUF 47,578 milliomfHUF 55,457 million in 2010.
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Due to the Group RWA management and well capitdliaeiners at the background, the bank has
ability to counterbalance the losses which comenfreconomic downturn and macroeconomic
turbulences and achieve the stronger capital podiiii January, 2012

Budapest, 20 March, 2012

Tamas Erdei
Chairman & Chief Executive
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