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shall there be any sale of these securities in any jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any jurisdiction.

The information contained in this Offering Memorandum is not complete and may be changed. This Offering Memorandum shall not constitute an offer to sell or the solicitation of an offer to buy nor
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RAIFFEISEN INTERNATIONAL BANK- HOLDING AG

(Incorporated as a joint stock corporation in the Republic of Austria)

Offering of up to 34,270,000 Ordinary Bearer Shares (with no par value)

This is an offering of ordinaEry no-par value bearer shares (“Shares™) of Raiffeisen International Bank-Holding AG
(“Raiffeisen International™). The Offering consists of up to 13,300,000 Shares to be issued by Raiffeisen International (the
“New Shares™) and up to 16,500,q00 Shares (the “Existing Shares”, and together with the New Shares and the Additional
Shares, as defined below, the “Offer Shares™) offered by Raiffeisen Zentralbank Osterreich Aktiengesellschaft (“RZB”) and
the European Bank for Reconstruction and Development, the International Finance Corporation and several Raiffeisen
Landesbanken and Raiffeisen Landesbanken Holdings (collectively, the “Selling Shareholders”). The Offer Shares will be
offered in (i) a public offering in the Republic of Austria (the “Austrian Offering”), (ii) a private placement in the United
States of America (the “United States or “U.S.”) to qualified institutional buyers (“QIBs”) in reliance on Rule 144A (*“Rule
144A”) under the U.S. Securities @ct of 1933, as amended (the “Securities Act”), and (iii) a private placement outside the
Republic of Austria and the United‘ States of America to selected institutional investors in reliance on Regulation S under the
Securities Act (the offerings referred to in (ii) and (iii) together, the “International Offering” and together with the Austrian
Offering, the “Offering”). In addition, we have granted to the Managers (as defined in “Plan of Distribution™) an option
exercisable by Merrill Lynch Interr‘latlonal on behalf of the Managers on one or more occasions, within 30 days of the date of
the Underwriting Agreement (as defined in “Plan of Distribution”) to purchase up to 4,470,000 additional newly issued

shares (the “Additional Shares™) to‘cover over-allotments.

The Offer Shares will represent a notional portion of our share capital of € 3.04 (rounded) each. The Offer Shares will
be entitled to all dividends declared or paid by us with respect to fiscal year 2005 and subsequent fiscal years. On or about

April 22, 2005, we will determine 1the offer price (the “Offer Price”) in consultation with the joint global bookrunners. The
Managers for the Offering expect to deliver the Offer Shares on or about April 27, 2005. Prior to this Offering there has been

no active public market for the Shares.

For a discussion of certain considerations that investors should take into account in deciding whether to purchase the
Offer Shares, see “Risk Factors.”

Range of Offer Price: € 27 to € 33 per Share

The Offer Shares have not been and will not be registered under the Securities Act and may not be offered or sold within
the United States except to QIBs|in reliance on the exemption from the registration requirements of the Securities Act
provided by Rule 144A, or outside the United States in compliance with Regulation S. For a description of certain

|

restrictions on transfer, see “Transfer and Selling Restrictions.”

All Shares have been admitte‘d for listing on the Official Market (Amtlicher Handel) of the Vienna Stock Exchange
(Wiener Borse) and are expected to trade on the Vienna Stock Exchange in the Prime Market segment commencing on or

about April 25, 2005.
Joint Global Bookrunners and Joint Lead Managers

Raiffeisen Centrobank AG
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(Incorporated as a joint stock corporation in the Republic of Austria)

Listing of up to 142,770,000 Ordinary Bearer Shares (with no par value)
Offering of up to 34,270,000 Ordinary Bearer Shares (with no par value)

This is an offering of ordinary no-par value bearer shares (“Shares”) of Raiffeisen International Bank-Holding AG
(“Raiffeisen International”) . The Offering consists of up to 13,300,000 Shares to be issued by Raiffeisen International (the
“New Shares”) and up to 16,500,000 Shares (the “Existing Shares”, and together with the New Shares and the Additional
Shares, as defined below, the “Offer Shares”) offered by Raiffeisen Zentralbank Osterreich Aktiengesellschaft (“RZB”) and
the European Bank for Reconstruction and Development, the International Finance Corporation and several Raiffeisen
Landesbanken and Raiffeisen Landesbanken Holdings (collectively, the “Selling Shareholders”). The Offer Shares will be
offered in (i) a public offering in the Republic of Austria (the “Austrian Offering”), (ii) a private placement in the United
States of America (the “United States” or “U.8.”) to qualified institutional buyers (“QIBs™) in reliance on Rule 144A (“Rule
144A”) under the U.S. Securities Act of 1933, as amended (the “Securities Act”), and (iii) a private placement outside the
Republic of Austria and the United States of America to selected institutional investors in reliance on Regulation S under the
Securities Act (the offerings referred to in (ii) and (iii) together, the “International Offering” and together with the Austrian
Offering, the “Offering”). In addition, we have granted to the Managers (as defined in “Plan of Distribution™) an option
exercisable by Merrill Lynch International on behalf of the Managers on one or more occasions, within 30 days of the date of
the Underwriting Agreement (as defined in “Plan of Distribution™) to purchase up to 4,470,000 additional newly issued
shares (the “Additional Shares”) to cover over-allotments.

The Offer Shares will represent a notional portion of our share capital of € 3.04 (rounded) each. The Offer Shares will
be entitled to all dividends declared or paid by us with respect to fiscal year 2005 and subsequent fiscal years. On or about
April 22, 2005, we will determine the offer price (the “Offer Price”) in consultation with the joint global bookrunners. The
Managers for the Offering expect to deliver the Offer Shares on or about April 27, 2005. Prior to this Offering there has been
no active public market for the Shares.

For a discussion of certain considerations that investors should take into account in deciding whether to purchase the
Offer Shares, see “Risk Factors.”

Range of Offer Price: € 27 to € 33 per Share
The Offer Shares have not been and will not be registered under the Securities Act and may not be offered or sold within
the United States except to QIBs in reliance on the exemption from the registration requirements of the Securities Act
provided by Rule 144A, or outside the United States in compliance with Regulation S. For a description of certain
restrictions on transfer, see “Transfer and Selling Restrictions.”
All Shares have been admitted for listing on the Official Market (Amtlicher Handel) of the Vienna Stock Exchange
(Wiener Birse) and are expected to trade on the Vienna Stock Exchange in the Prime Market segment commencing on or

about April 25, 2005.

Joint Global Bookrunners and Joint Lead Managers

Merrill Lynch International Raiffeisen Centrobank AG

Listing Prospectus dated March 30, 2005 as supplemented April 1, 2005
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This confidential Offering Memorandum does not constitute an offer to sell or a solicitation of an
offer to buy any security other than the Offer Shares offered hereby, and does not constitute an offer to
sell or a solicitation of an offer to buy any Offer Shares offered hereby to any person in any jurisdiction in
which it is unlawful to make any such offer or solicitation to such person. Neither the delivery of this
Offering Memorandum nor any sale made hereby shall under any circumstances imply that there has been
no change in the affairs of Raiffeisen International or its subsidiaries or that the information contained
herein is correct as of any date subsequent to the earlier of the date hereof and any earlier specified date
with respect to such information.;

This Offering Memorandum has been prepared and is also used as a prospectus in accordance with the
Austrian Stock Exchange Act (Bdrsegesetrz), as amended (the “Stock Exchange Act”) and filed as a listing
prospectus (Borseprospekt) with the Vienna Stock Exchange in accordance with the Austrian Stock Exchange
Act in connection with the listing ‘application of up to 142,770,000 Shares for the Official Market (Amtlicher
Handel), and is expected to be filed with the filing office (Meldestelle) at Oesterreichische Kontrollbank
Aktiengesellschaft in accordance with the Austrian Capital Market Act (Kapitalmarktgesetz), as amended (the
“Capital Market Act”). |

The distribution of this Offering Memorandum and the offer of the Offer Shares may, in certain
jurisdictions, be restricted by law.'We and the underwriters specified herein (the “Managers”) require persons
into whose possession this Offering Memorandum comes to inform themselves of and observe all such
restrictions. Neither we nor the Managers accept any legal responsibility for any violation by any person, whether
or not a prospective investor in Offer Shares, of any such restrictions. For a further description of certain
restrictions on offers and sales of the subscription rights or New Shares, and on the distribution of this Offering
Memorandum, see “Transfer and Selling Restrictions.”

Neither we nor the Managers nor any of their respective representatives are making any representation to

[ . . <
any offeree or purchaser of the securities offered hereby regarding the legality of an investment by such offeree
or purchaser under appropriate legal investment or similar laws. Each investor should consult with his own

advisors as to the legal, tax, busineSs, financial and related aspects of the purchase of the securities.

This Offering Memorandum hbs been prepared by us in connection with the Offering solely for the purpose
of enabling a prospective investor to consider the purchase of the Offer Shares. Reproduction and distribution of
this Offering Memorandum or revelation or use of the information contained herein for any purpose other than

considering investment in the Offer; Shares is prohibited.

\

The information contained in this Offering Memorandum has been provided by us and other sources
identified herein. No representatiod or warranty, express or implied, is made by the Managers as to the accuracy
or completeness of the informationj set forth herein and nothing contained in this Offering Memorandum is, or
shall be relied upon as, a promise or representation, whether as to the past or the future. No person has been
authorized to give any information or to make any representation not contained in this Offering Memorandum in
connection with the Offering and, if given or made, any such information or representation should not be relied

upon as having been-authorized by ‘us or the Managers.

In making an investment decision, investors must rely on their own examination of Raiffeisen International,
and the terms of the Offering, including the merits and risks involved. Any decision to buy the Offer Shares
should be based solely on this Offering Memorandum.

In connection with this Offering, Merrill Lynch International or an agent or affiliate of Merrill Lynch
International (in such capacity, the ‘Stabilization Manager”) may over-allot or effect transactions which stabilize
or maintain the market price of our/Shares at levels which might not otherwise prevail. Such transactions may be
effected on the Vienna Stock Exchange, in the over-the-counter market or otherwise. The Stabilization Manager
is not obligated to engage in any Lsuch stabilization activities, and such stabilization, if commenced, may be
discontinued at any time without prior notice. The stabilization period will end no later than 30 days following
the date of commencement of trading of the Shares on the Vienna Stock Exchange.

1 CERTAIN U.S. MATTERS
\
The Shares offered hereby have not been and will not be registered under the Securities Act and may not be

offered ‘or sold except pursuant to an exemption from, or in a transaction not subject to, the registration

il



requirements of the Securities Act and applicable state securities laws. Accordingly, the Shares are being sold in
the United States only to qualified institutional buyers (“QIBs”) in transactions exempt from the registration
requirements of the Securities Act and outside the United States in offshore transactions in reliance on
Regulation S under the Securities Act. Prospective purchasers are hereby notified that sellers of the Shares may
be relying on the exemption from the registration requirements of Section 5 of the Securities Act provided by
Rule 144A. For a description of certain restrictions on transfer of the Shares, see “Transfer and Selling
Restrictions.”

The Shares offered hereby have not been recommended by any United States federal or state securities
commission or regulatory authority. Furthermore, the foregoing authorities have not passed upon the merits of
the offering or confirmed the accuracy or determined the adequacy of this Offering Memorandum. Any
representation to the contrary is a criminal offence in the United States.

NOTICE TO NEW HAMPSHIRE RESIDENTS ONLY

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A
LICENSE HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED
STATUTES WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS
EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE
CONSTITUTES A FINDING BY THE SECRETARY OF STATE OF NEW HAMPSHIRE THAT ANY
DOCUMENT FILED UNDER RSA 421-B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER
ANY SUCH FACT NOR THE FACT THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR
A SECURITY OR A TRANSACTION MEANS THAT THE SECRETARY OF STATE HAS PASSED IN
ANY WAY UPON THE MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN
APPROVAL TO, ANY PERSONS, SECURITY OR TRANSACTION. IT IS UNLAWFUL TO MAKE OR
CAUSE TO BE MADE TO ANY PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT, ANY
REPRESENTATION INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.

CERTAIN U.K. MATTERS

This Offering Memorandum is only being distributed in the United Kingdom to, and is only directed at, (a)
persons who have professional experience in matters relating to investments falling within Article 19(1) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2001, and to (b) persons to whom it would
otherwise be lawful to distribute it (all such persons together being referred to as “relevant persons”). This
Offering Memorandum is directed only at relevant persons and must not be acted on or relied on by persons who
are not relevant persons. Any investment or investment activity to which this Offering Memorandum relates is
available only to relevant persons and will be engaged in only with relevant persons.

CERTAIN GERMAN MATTERS

In the Federal Republic of Germany, the Offer Shares are being offered or sold in accordance with the
provisions of the German Securities Sales Prospectus Act (Wertpapier-Verkaufsprospektgesetz) of September 9,
1998, as amended. This Offering Memorandum does not constitute an offer to the general public in Germany. A
securities sales prospectus has not been, and will not be, published in Germany with respect to the Offer Shares.

ENFORCEMENT OF CIVIL LIABILITIES

The majority of our supervisory board (the “Supervisory Board”) members, managing board (the
“Management Board”) members and certain executive officers and certain experts named in this Offering
Memorandum are residents of the Republic of Austria or other European Union member states and all or a
substantial portion of the assets of such persons and of the Group are located outside of the United States. As a
result, it may not be possible for investors to effect service of process within the United States upon Raiffeisen
International or such persons or to enforce against them in United States courts judgments obtained in such
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courts based on the civil liability provisions of the United States securities laws. In general, the enforceability in
Austrian courts of a final judgment of a United States court would require a retrial of the case in the Republic of
Austria.

' AVAILABLE INFORMATION
|

For so long as any of the Shafes are “restricted securities” within the meaning of Rule 144(a)(3) under the
Securities Act, and our Company is neither subject to Section 13 or 15(d) of the U.S. Securities Exchange Act of
1934, as amended (the “Exchange Act”), nor exempt from reporting pursuant to Rule 12g3-2(b) under the
Exchange Act, we will furnish to‘any holder or beneficial owner of Shares, or to any prospective purchaser
designated by any such registered holder the information required to be delivered pursuant to Rule 144A(d)(4)

under the Securities Act upon request of any such person.
\

Our Shares were admitted tq listing on the Official Market (Amztlicher Handel) of the Vienna Stock
Exchange (Austria). As a result of such listing, we are subject to the informational reporting requirements of the
Austrian Stock Exchange Act. In accordance with the Austrian Stock Exchange Act and the Prime Market
regulation (Regelwerk Prime Markfet), we are required to file three quarterly reports as well as annual financial
statements, a corporate action timetable, notices of shareholders’ meetings and of dividend distributions, issuance
of new shares and exercise of subscrlptlon or conversion rights, modification of shareholders’ rights, substantial
modifications in stakeholdings formerly published if known to us, the Austrian paying agent, buy-back programs
relating -to the listed shares and any new facts likely to have a significant influence on the price of our Shares
(“Ad Hoc Information”). Most of these filing requirements comprise an additional communication to the
Austrian Financial Market Authority (Finanzmarkraufsichtsbehdrde). All the information mentioned above will
be publicly available and may be inspected and copies thereof may be obtained at the Vienna Stock Exchange,
Wallnerstrasse 8, 1010 Vienna, Austria. Information relating to quarterly reports, annual reports, shareholders’
meetings and notices of new price-sensitive facts can also be found on the Vienna Stock Exchange’s website at

www.wienerborse.at as well as on our website: www.ri.co.at.

DEFINITIONS

In this Offering Memorandum:
» References to the “Offering Memorandum” are to this document.

* References to “Raiffeisk:n International”, “RI” or the “Company” are to Raiffeisen International
Bank-Holding AG. }

LT NS R T

» References to “we”, “us”, “our” or the “Group” are to Raiffeisen International Bank-Holding AG
together with, unless theicontext requires otherwise, its consolidated subsidiaries.

|
+ References to “Network” are to our network of banks, leasing, asset management and other financing
subsidiaries across Central and Eastern Europe.

+ References to “Network Banks” are to our majority-owned banking subsidiaries.
|
» References to “Network Units” are to our subsidiaries.

» References to “RZB” are to Raiffeisen Zentralbank Osterreich Aktiengesellschaft, which together
with the other Selling Shareholders will be selling part of its shares in us.

» References to “RZB Group” are to RZB and its subsidiaries, including us.

|
» References to “Raiffeisen Landesbanken™ are to one or more of Raiffeisenverband Salzburg reg.
Gen.m.b.H., Raiffeisénlandesbank  Steiermark, reg. Gen.m.b.H., Raiffeisenlandesbank
Niederdsterreich-Wien AG, Raiffeisenlandesbank Kérnten—Rechenzentrum und Revisionsverband,
reg.Gen.m.b.H., Raiffeisen-Landesbank Tirol AG, Raiffeisenlandesbank Vorarlberg Waren- und
Revisionsverband reg. Gen.m.b.H., Raiffejsenlandesbank Burgenland und Revisionsverband, reg.
Gen.m.b.H,, Raiffeisen]a:ndesbank Obergsterreich Aktiengesellschaft, each of which owns, directly or

indirectly, shares in RZQ



* References to “Raiffeisen Landesbanken Holdings” are to RLB NO-Wien RIBHA Beteiligungs
GmbH, INCOM Private Equity GmbH, NWB Beteiligungs GmbH, RLB Burgenland
Unternehmensbeteiligungs Ges.m.b.H., Raiffeisen Bank (Liechtenstein) AG and Salzburg Miinchen
Bank AG, which are owned by various Raiffeisen Landesbanken or other RBG members and hold
shares of RI.

» References to “RBG” or the “RBG Group” are to the three-tier Austrian Raiffeisen Banking Group,
including the RZB Group and the regional Raiffeisen Landesbanken and local Raiffeisen banks in
Austria.

» References to “Selling Shareholders” are to the European Bank of Reconstruction and Development,
the International Finance Corporation, RLB NO-Wien RIBHA Beteiligungs GmbH, INCOM Private
Equity GmbH, NWB Beteiligungs GmbH, Raiffeisenlandesbank Karnten—Rechenzentrum und
Revisionsverband, reg.Gen.m.b.H., Raiffeisen-Landesbank Tirol AG, RLB Burgenland
Unternehmensbeteiligungs Gen.m.b.H., Raiffeisen Bank (Liechtenstein) AG, Raiffeisenverband
Salzburg, reg.Gen.m.b.H., and Salzburg Miinchen Bank AG.

+ References to “CEE” are to the countries of Central and Eastern Europe.

+ References to “CE” are to the countries of Central Europe in which we operate: the Czech Republic,
Hungary, Lithuania, Poland, Slovenia and Slovakia.

» References to “CIS” are to the countries in the Commonwealth of Independent States in which we
operate: Belarus, Kazakhstan, Russia and Ukraine.

» References to “SEE” are to the South-Eastern European countries in which we operate: Albania,
Bosnia & Herzegovina, Bulgaria, Croatia, Serbia & Montenegro (including Kosovo) and Romania.

* References to “U.S. dollars”, “U.S.$” or “$” are to United States dollars.

+ References to “euro” or “€” are to the currency of the member states of the European Union
participating in the third stage of the Economic and Monetary Union.

PRESENTATION OF FINANCIAL AND OTHER INFORMATION

This Offering Memorandum contains audited consolidated financial statements for our Company at and for
the year ended December 31, 2003 and 2004, which were audited by KPMG Austria GmbH Wirtschaftspriifungs-
und Steuerberatungsgesellschaft as well as comparative figures for our Company at and for the year ended
December 31, 2002 which were audited by KPMG Alpen-Treuhand GmbH Wirtschaftspriifungs- und
Steuerberatungsgesellschaft (including the notes thereto, the “Consolidated Financial Statements”), see “Index to
Consolidated Financial Statements.” We have prepared the Consolidated Financial Statements contained herein
in accordance with International Financial Reporting Standards (“IFRS”). IFRS differ in certain respects from
United States Generally Accepted Accounting Principles (“U.S. GAAP”). For a summary of certain differences
between IFRS and U.S. GAAP affecting our Consolidated Financial Statements, see “Summary of Principal
Differences between IFRS and U.S. GAAP.”

The auditors’ reports on the Audited Annual Consolidated Financial Statements, issued to comply with
Austrian regulations, are included in this Offering Memorandum. This form of report does not comply with
United States Generally Accepted Auditing Standards (“U.S. GAAS”).

Certain numerical information and other amounts and percentages presented in this Offering Memorandum
may not sum due to rounding. In addition, certain figures in this document have been rounded to the nearest
whole number. We present our financial statements in euros.

INDUSTRY AND MARKET DATA

Information regarding markets, market size, market share, market position, growth rates and other industry
data pertaining to our business contained in this Offering Memorandum consists of estimates based on data
reports compiled by professional organizations and analysts, on data from other external sources, and on our
knowledge of its sales and markets. In many cases, there is no readily available external information (whether
from trade associations, government bodies or other organizations) to validate market-related analyses and




estimates, requiring us to tely on internally developed estimates. While we have compiled, extracted and
reproduced market or other industry data from external sources, including third parties or industry or general
publications, we have not indepéndent]y verified that data. We cannot assure you of the accuracy and
completeness of, and take no responsibility for, such data. Similarly, while we believe our internal estimates to
be reasonable, such estimates have'not been verified by any independent sources and we cannot assure potential
investors as to their accuracy. We do not intend, and do not assume any obligations, to update industry or market
data set:forth in this Offering Memorandum

FORWARD-LOOKING STATEMENTS

This Offering Memorandum contains statements under the captions “Summary”, “Risk Factors”,
“Management’s Discussion and Analysis of Financial Condition and Results of Operations”, “Business
Description” and in other sections statements that are, or may be deemed to be, “forward-looking statements.” In
some cases, these forward-looking statements can be identified by the use of forward-looking terminology,
including the words “believes”, i“estimates”, “anticipates”, “expects”, “intends”, “may”, “will”, “plans”,
“continue” or “should” or, in each case, their negative or other variations or comparable terminology or by
discussions of strategies, plans, objectives, goals, future events or intentions. These forward-looking statements
include all matters that are not historical facts. They appear in a number of places throughout this Offering
Memorandum and include statements regarding our intentions, beliefs or current expectations concerning, among
other things, the results of operations, financial condition, liquidity, prospects, growth, strategies and dividend
policy and the industries in which we operate. :

By their nature, forward-look‘ing statements involve known and unknown risks and uncertainties because
they relate to events, and depend on circumstances that may or may not occur in the future. Forward-looking
statements are not guarantees of fﬂ;ture performance. Prospective investors should not place undue reliance on
these forward-looking statements. '

Many factors that could cause our results of operations, financial condition, liquidity, dividend policy and
the development of the industries in which we compete to differ materially from those expressed or implied by
the forward-looking statements continued in this Offering Memorandum.

These factors include, among others:
'+ those discussed under “Risk Factors” and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations-Key Drivers”;
+ our ability to compete in the regions in which we operate;
-+ our ability to meet the needs of our customers;

* our ability to integrate our acquisitions in general and to consummate our proposed acquisition in the
Ukraine in particular; !
|

* uncertainties associated with general economic conditions particularly in the CEE;

» governmental factors, mcludmg the costs of compliance with regulations and the impact of regulatory
changes; |

» the impact of currency exchange rate and interest rate fluctuations; and

~» other risks, uncertainties and factors inherent in our business.

We do not intend, and do not assume any obligations, to update forward-looking statements set forth in this
Offering Memorandum.
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! SUMMARY
This summary highlights information contained elsewhere in this Offering Memorandum and is qualified in
its entirety by reference to the more extensive information contained in this Offering Memorandum. This
summary may not contain all of the information that investors should consider before deciding to or invest in the
Offer Shares. Investors should read this entire Offering Memorandum carefully, including the “Risk Factors”
and the Consolidated Financial Statements.

Raiffeisen International Bank-Holding AG

We are one of the leading banking groups in Central and Eastern Europe (“CEE”), offering customers
banking and financial services through an extensive network of banks across the region. As part of the Austrian
Raiffeisen Banking Group, we own and operate universal commercial banks and leasing companies in 15
countries in the CEE including Kosovo and have a more limited presence in Lithuania and Kazakhstan. Through
our subsidiaries, we offer a comprehensive range of banking and financial products and services to corporations,
small- and medium-sized enterprises, public sector institutions and retail customers. Our products and services
include business loans, payment and account services, deposits, trade finance, consumer banking services, credit
and debit cards, mortgages and leasing.

We are currently, and after' completion of the Offering will remain, majority-owned by Raiffeisen
Zentralbank Osterreich Aktiengesellschaft (“RZB”).

Our operations are organized according to both business segments and according to geography. We have
divided our business into four business segments: Corporate Customers, Retail Customers, Treasury and
Participations & Other. In addition, each of our Network Units is allocated to one of three geographic segments:
Central Europe, South-Eastern Europe and the Commonwealth of Independent States. In Central Europe, we
have Network Banks in the Czech Republic, Hungary, Poland, Slovakia and Slovenia. In South-Eastern Europe,
we are present in Albania, Bosnia & Herzegovina, Bulgaria, Croatia, Kosovo, Romania and Serbia &
Montenegro. We also have Network Banks in the Commonwealth of Independent States in Belarus, Russia and
Ukraine.

As of December 31, 2004, we employed 22,851 people and had total assets of € 28.9 billion, an increase of
44.1% from December 31, 2003. Eor the year ended December 31, 2004, we had profit after tax of € 271.3
million and a return on equity before tax including minority interests of 22.3%.

Competitive Strengths
We believe our success is due, in large part, to the following competitive strengths:

‘e Market Position. We have a leading market position in the CEE as measured both by the geographic
coverage of our Network Banks as well as by our position in local markets.

|
* Local Experience Combined with Western Standards of Service. QOur ability to combine local
expertise with high quality service and efficiency standards of Western financial institutions
differentiates us from both our local and multinational competitors.

» Geographic Diversity. 'Because our presence in the CEE is spread across a number of different
countries we are able to benefit from the growth opportunities present in the CEE without being over-
exposed to risks associated with any single country or region.

» Speed. We have established our presence in the CEE in large part by identifying growth
*  opportunities and entering geographic and product markets and customer segments early and ahead of
our competition.

* Brand Recognition. We believe that familiarity with our brand among existing and potential
customers allows us to enter new markets and to introduce new products more effectively.

» Integration of Acquisitions. Over the past six years we have demonstrated our ability to integrate
acquired banks into our Network quickly and successfully.




* Employees. Our well-trained, motivated workforce allows us to provide excellent service to our
customers and to operate efficiently.

Strategy

We intend to continue to grow our presence in the CEE, in part through implementing the following
strategies:

» Exploit the Fastest Growing Markets and Business Segments. We plan to use our long-established
ties and our extensive network of banks across the region to take advantage of long term profitable
asset growth opportunities in the CEE, in particular by focusing on the fastest growing regions and
business segments.

* Build on Leading Market Positions. We intend to use our leading market positions in a number of
countries and product areas to leverage our success and our brand name to invest in new distribution
channels, roll out new products and expand into new customer segments.

» Accelerate Growth Through Selected, Profitable Acquisitions. We may pursue selected acquisition
opportunities in order to develop our Network at a faster pace and to facilitate our entry into new
customer segments, such as retail banking, more effectively.

* Maintain and Improve Efficiency of Our Operations. We want to maintain and further enhance our
credit risk management record by rolling out a standardized scoring system, introducing a state-of-
the-art bad-debt collection system and further enhancing of our portfolio management strategy. In
addition, we will continue to focus on tight cost efficiency programs and exploit economies of scale
within the Network to reduce our cost-to-income ratio.

History

RZB was one of the first financial institutions to recognize the opportunity for Western banks to establish a
presence in the CEE. Our first unit in the CEE preceded the momentous political changes of 1989 by two years.
RZB first entered the CEE in 1987, with the establishment of Unicbank (later renamed Raiffeisen Bank Rt.) in

Hungary.

RI was established in 1991 and currently serves as a holding company for RZB Group’s operations in the
CEE.

We began to build our Network in the CEE through start-up ventures and organic growth. In more recent
years, we have expanded our presence primarily through acquisitions. Among Western banks with a substantial
presence in the CEE, we are unusual in that the majority of our Network is the result of organic asset growth. In
the 10 countries where we established start-up ventures, we attempted to enter new markets early, and ahead of
competition, and then to expand locally in line with business growth and customer demand. As a result, we were
able to achieve healthy organic growth, without straining our available capital and management resources.

In order to develop our Network at a faster pace, and to facilitate our entry into new product segments such
as retail banking, we have more recently pursued acquisitions of local banks in Bosnia & Herzegovina, Romania,
Slovenia, Kosovo, Belarus and, most recently, Albania. We are also currently considering the acquisition of the
second largest bank in the Ukraine.




SUMMARY OF THE OFFERING

The Offering ................. (IR

The Offer Shares .............. L

Existing Shares ............... e

Selling Shareholders ...........

Over-allotm
Shares .

OfferPeriod ..................

Price Range

Offer Prjce

ent Option and Additional

The Offering consists of (i) a public offering in the Republic of
Austria (the “Austrian Offering”), (ii) a private placement in the
United States of America to qualified institutional buyers (“QIBs”) in
reliance on Rule 144A under the Securities Act and (iii) a private
placement outside the Republic of Austria and the United States of
America to selected institutional investors in reliance on Regulation S
under the Securities Act (the offerings referred to in (ii) and (iii)
together, the “International Offering”).

The Managers reserve the right to reject any order in whole or in part.

Up to 13,300,000 New Shares, up to 16,500,000 Existing Shares and
up to 4,470,000 Additional Shares as described below.

RZB will sell up to 7,500,008 Existing Shares, the European Bank for
Reconstruction and Development (“EBRD”) up to 1,000,000 Existing
Shares, the International Finance Corporation (“IFC”) up to 500,000
Existing Shares and several Raiffeisen Landesbanken and Raiffeisen
Landesbanken Holdings, together will sell up to 7,499,992 Existing
Shares.

The European Bank for Reconstruction and Development, the
International  Finance Corporation, RLB NO-Wien RIBHA
Beteiligungs GmbH, INCOM Private Equity GmbH, NWB
Beteiligungs GmbH, Raiffeisenlandesbank Kidrnten—Rechenzentrum
und Revisionsverband, reg.Gen.m.b.H., Raiffeisen-Landesbank
Tirol AG, RLB Burgenland Unternehmensbeteiligungs Ges.m.b.H.,
Raiffeisen Bank (Liechtenstein) AG, Raiffeisenverband Salzburg,
reg.Gen.m.b.H., and Salzburg Miinchen Bank AG.

We will grant the Managers an option, exercisable within 30 days of
the date of the Underwriting Agreement (as defined in “Plan of
Distribution™), to subscribe for and purchase up to 4,470,000
additional newly issued shares (the “Additional Shares™) at the Offer
Price, to cover over-allotments.

The offer period for the public offering in Austria is expected to run
from April 4, 2005 through April 21, 2005. The offer period for the
private placements to institutional investors inside and outside of
Austria is expected to run from April 4, 2005 through April 22, 2005.
We may extend the offer periods or terminate the Offering at any time
without cause.

The Offer Price will be between € 27 and € 33 per Share.

On or about April 22, 2005, we will determine the final Offer Price in
consultation with the Joint Global Bookrunners on the basis of the
order book established in the course of the bookbuilding process. The
Offer Price will be published via electronic information services such
as Reuters or Bloomberg on or about April 25, 2005 and in the
Official Gazette of the Wiener Zeitung (Amtsblatt zur Wiener
Zeitung) shortly thereafter.




Payment and Delivery ...............

Dividends ............ .. ... ... ....

VotingRights .....................

Useof Proceeds ....................

Employee Offering .................

The Offer Shares allotted will be available on or about
April 25, 2005. We expect that delivery of the Offer Shares against
payment will take place on or about April 27, 2005. The Offer Shares
purchased in this Offering will be represented by one or more global
share certificates that will be deposited with Oesterreichische
Kontrollbank Aktiengesellschaft (“OeKB”). Investors purchasing
Offer Shares will not be entitled to receive individual share
certificates.

The Offer Shares carry full dividend rights from and including the
fiscal year beginning on January 1, 2005.

Each Offer Share entitles its holder to one vote at our shareholders’
meetings.

The net proceeds to us of this Offering are expected to amount to
€ 380.0 million, on the basis of a hypothetical Offer Price of € 30 per
Offer Share, the mid-point in the range for the Offer Price assuming
no exercise of the Managers’ over-allotment option. We will not
receive any proceeds from the sale of the Existing Shares by RZB and
the other Selling Shareholders. The commission we will pay to the
Managers will amount to approximately € 10.0 million. Other costs
and  expenses including the  Austrian company  tax
(Gesellschaftsteuer) of 1% of the proceeds from the sale of the New
Shares to be borne by us in connection with the Offering will amount
to approximately € 9.0 million. If the over-allotment option granted to
the Managers is fully exercised, the net proceeds would increase to
approximately €510.7 million, and the expected aggregate
underwriting commission (already deducted in the aforementioned
figure) would increase by approximately €2.1 million to
€ 12.1 million.

We intend to use the net proceeds to us from this Offering to support
further dynamic asset growth in our Network of financial institutions
and consolidated related companies in Central and Eastern Europe
and, in addition, for general corporate purposes.

We have signed a memorandum of understanding giving us the
exclusive right to negotiate the acquisition of Aval Bank in the
Ukraine through May 31, 2005. Although no final price has yet been
agreed and there can be no assurance that an acquisition will take
place, the purchase price for such an acquisition could be equivalent
to a significant portion of the net proceeds to us of this Offering.

Under the employee share purchase program, all employees of
participating RZB Group companies as of April 1, 2005 (including
management) are invited to purchase Offer Shares, to the extent any
such offering is lawful under local regulations. Employees are entitled
to purchase Offer Shares worth up to € 7,300 with a 20% discount
from the Offer Price. Employees will receive a preferred allocation.

Customers of selected member banks of the Austrian Raiffeisen
Banking Group will receive a preferred allocation of Offer Shares
worth up to € 7,500 each.

Rl, RZB and the other Selling Shareholders have agreed with the
Managers in the Underwriting Agreement that, prior to 180 days after
the date of the Underwriting Agreement, none of them or their
subsidiaries will, without the prior consent of the Managers,




Listing .................o0l, o

Closing Date

Securities Identification Number ......

Trading:Symbol ....................

Risk Factors

(i) directly or indirectly, offer, pledge, sell, contract to sell, sell any
option or contract to purchase, purchase any option or contract to sell,
grant any option, right or warrant to purchase or otherwise transfer or
dispose of any Shares or any securities convertible into or exercisable
or exchangeable for Shares or file any registration statement under the
Securities Act with respect to any of the foregoing or (i) enter into
any swap or any other agreement or any transaction that transfers, in
whole or in part, directly or indirectly, the economic consequence of
ownership of the Shares, whether any such swap or transaction is.to
be settled by delivery of Shares or such other securities, in cash or
otherwise, or publicly announce any intention to do any of the
foregoing. The lock-up does not apply to entities holding a banking
license which carry out such transactions in their ordinary course of
business.

On March 30, 2005 the Shares were admitted for listing on the
Official Market of the Vienna Stock Exchange and trading in the
Shares is expected to commence in the Prime Market segment on or
about April 25, 2005.

The closing of the Offering is expected to occur on or about April 27,
2005.

ISIN: AT0000606306
RIBH
For a discussion of certain considerations that investors should take

into account in deciding whether to purchase the Offer Shares, please
refer to “Risk Factors” below.




SUMMARY FINANCIAL AND OPERATING DATA

The following summary consolidated financial data of our Group are derived from our Consolidated
Financial Statements as at and for the 12 months ended December 31, 2002, 2003 and 2004. This selected
financial data should be read in conjunction with our Consolidated Financial Statements as well as the
“Management’s Discussion and Analysis of Financial Condition and Results of Operations.” Our Consolidated
Financial Statements have been prepared in accordance with IFRS, which differs in certain respects from U.S.
Generally Accepted Accounting Principles (“U.S. GAAP”).

As of and for the years ended December 31,
2002 2003 2004

in € million, except % and
per share amounts

Balance sheet data

Total SSetS . .ot e e e 14,381 20,063 28,907
Trading assets . .........oouniiin i . 1,484 1,480 2,447
Loans and advancestobanks .. .......... ..., 2,719 3.521 4,779
Loans and advances tO CUSIOMETS .. ... v v ii it ii i e 8,240 11,707 16,242
* Impairment losses on loans and advances ....................... (188) (272) (366)
Financial investments . ............ ... iuerinineiiannnanan... 226 465 2,367
Tangible fixed assets . ........... i 274 333 441
Deposits from banks . .......oiiii i 2,909 5,320 6,620
Deposits from CUStOmMETS ... ..ottt i eens 9,365 12,083 18,169
Liabilities evidenced by paper .. ..., o 406 433 662
Trading Habilities .. ... 121 115 410
Other liabilities . ......... .. i i 187 357 313
Shareholders’ equity (including consolidated profit) .............. 918 1,103 1,840
Supplemental balance sheet data
Risk-weighted assets (banking book) ........ ... ... ... ... ..... 8,387 12,042 16,690
Own funds requirement for market risk positions ................. 72 61 236
Tier 1 capital (corecapital) ......... .cooii i, 907 1,204 - 1,977
Total own funds (total capital) .. ........... ... o i 1,071 1,463 2,360
Tier 1 ratio (banking book) (in %) . . ... ... 10.8 10.0 11.8
Tier 1 ratio (including marketrisk) (in %) ...................... 9.8 94 10.1
Own funds ratio (total capital ratio) in %) .................. ..., 11.5 11.4 12.0
Income statement data
Net interest income after provisioning ............c..c..ooeuun... 344 476 668
Net commission income ...........c..o it enneenn.. 135 213 298
Trading profit/(10ss) .. ... .. oot e 200 242 221
General administrative Xpenses ... .........uverevernrrinrnnn.s 510) (659) (823)
Profitbefore tax . ...t 175 277 342
Consolidated profit .. ..... ... .. ... 104 179 211
Supplemental income statement data
Earnings pershare (in€)D .. ... ... ... ... ... . oL, 1.04 1.79 1.95
" Return on equity after tax (in %) .......... .. i 154 19.8 17.7
Returnonassets before tax (in %) . . ... ot 1.36 1.61 1.41
Cost/income ratio (in %) . .. ... 70.3 64.7 63.4
Provisioning for impairment losses/average risk-weighted assets
(banking book) (in %) ... ..o e 0.69 0.86 0.98

(1) Amounts adjusted for 2-for-1 share split. We have calculated our earnings per share using the weighted average number of Shares
outstanding in each year: 100,000,000 Shares in 2002 and 2003 and 108,169,399 Shares in 2004.




RISK FACTORS

|
Before purchasing any Offer Shares, prospective investors should consider carefully the specific risk factors
set out below, and the other information contained in this Offering Memorandum, including the information
contained in “Management's Discussion and Analysis of Financial Condition and Results of Operations-Key
Drivers” and “Risk Management”: and the Consolidated Financial Statements and related notes. Any of the
following risk factors, as well as other influences beyond our control, may adversely affect our financial
condition and results of operations and may impact our ability to achieve our strategic objectives.

Risk Relating to Our Business
We are particularly exposed to th§ risk of political or economic instability in Central and Eastern Europe.

We have Network Banks in 15 CEE countries including Kosovo and a more limited presence in Lithuania
and Kazakhstan. Virtually all of our income is derived from our operations in these countries and part of our
strategy is to further expand our existing operations in the region and to develop operations in other CEE
countries. As a result, our operations are exposed to risks common to all regions undergoing rapid political,
economic and social change, including currency fluctuations, exchange control restrictions, evolving regulatory
environment, inflation, economic recession, local market disruption and labor unrest. The occurrence of any of
these events may adversely affect our ability to conduct our business in the affected part of the CEE region. The
occurrence of one or more of these events may also affect the ability of our clients or counterparties located in
the affected country or region to obtain foreign exchange or credit and, therefore, to satisfy their obligations
towards us. |

The prevailing political, economic and social conditions in a country or region also significantly affect the
general demand for loans and other banking services in that country or region. The possibility of future instability
or a reaction against market reforms cannot be discounted, as demonstrated by the recent political crisis in
Ukraine as a result of wide-spread irregularities during the presidential elections. Our exposure to Ukraine would
increase significantly if we acquirejAval Bank in 2005. The risk of direct government interference in times of
economic crises is also generally higher in the CEE markets in which we operate. Under economic pressure, local
government may be more easily tempted to implement a variety of measures, ranging from various forms of
transfer restrictions to foreign currency restrictions to the seizures of physical or financial assets. The Russian
government, for example, imposed a 90-day moratorium on the payment of bank obligations to foreign
counterparties immediately after it defaulted on its short-term local currency debt in August, 1998. Consequently,
the income of our subsidiaries, our financial condition and results of operation are sensitive to the political and
social developments in the CEE and to the performance of the relevant economies.

The: level of risk, however, differs significantly from country to country, and generally depends on the
economic¢ and political developmerit stage of each country. Political and economic instability are particular
concerns in the SEE (except for Bulgaria and Romania, which expect to join the EU in 2007 and Croatia which is
expected to begin EU membership negotiations in 2005) and in Belarus, Russia and Ukraine. While we do have a
system of controls and procedures designed to mitigate country risk, there can be no assurance that future
political, economic and social developments in the CEE will not have a significant adverse effect on our
business, financial condition or results of operations, or impair our ability to implement our strategies. You can
find a more detailed description of the markets in which we are operating in under “Market Overview” below.
For a description of how we manage country risk, see “Risk Management—Country Risk” below.

We operate in highly competitive n)arkets and compete against large international financial institutions as
well as established local competitors.

We face significant competition in all aspects of our business. Qur subsidiaries compete with a number of
large international financial institutions and local competitors, including retail and commercial banks, mortgage
banks, investment banking firms, brokerage firms and other financial services firms.

The trend towards consolidation in the global financial services industry is creating competitors with
extensive ranges of product and service offerings, increased access to capital, and greater efficiency and pricing




power. These global financial institutions may be more attractive, especially to certain large corporate customers,
because of their world-wide presence and their ability to provide banking services beyond the CEE.

We face competition from local banks which, in many cases, have a considerably larger presence than we do
in certain countries. While we do have one of the largest overall presences of any banking group in the CEE,
some of our Network Banks have relatively small market shares in their respective local markets. In many
markets, we face competition from established local banks which operate a larger number of branches than we do
and which are able to offer customers a wider range of banking and financial products and services. Larger local
competitors also benefit from relationships with a large number of existing customers. Consequently, local banks
may enjoy a competitive advantage in some markets, which may make it difficult for us to compete effectively in
those markets.

As banking markets in the CEE mature, we expect competition from both global financial institutions and
local competitors to increase and for net interest margins to fall. In particular, we expect that, with the EU
accession of a number of countries, competitive pressures will increase as banking groups already active in the
CEE banking markets seek to expand their presence. New entrants may also move into these markets. Our ability
to compete effectively will depend on the ability of our businesses to adapt quickly to significant market and
industry trends. If we fail to compete effectively with either larger local competitors or large multinational
financial institutions our business, results of operations and financial condition may be adversely affected. For a
more detailed discussion of the current competitive landscape and competition trends in CEE banking markets,
please see “Market Overview—Competition” below.

Our transactions in currencies other than the euro and our operations outside the eurozone give rise to
foreign currency risks.

Almost all of our operations, assets and customers are located in CEE countries that are not part of the
eurozone. Our operations in these countries account for virtually all of our income and for the large majority of
our liabilities and expenses. Accordingly, our balance sheet position and results of operation are exposed to the
effects of fluctuations in the value of the euro against the local currencies of these countries.

Even where loans to our customers are denominated in euros, these customers typically derive their main
income in local currencies, which leaves them exposed to currency risk. A significant depreciation of the relevant
local currency against the euro would make it more difficult for these customers to repay their loans, and the
credit risk associated with these customers and defaults rate could increase.

In addition, exchange rate movements between the euro and the local reporting currencies of our Network
Units in the CEE have a significant effect on our balance sheet positions stated in euro terms. We show
translation differences between the local currency denominated equity positions of our fully consolidated
Network Units and the euro as effects arising from currency translation which reduce our equity.

The currencies of some of the CEE countries in which our subsidiaries operate have been highly volatile in
the past and, in the case of Belarus, Romania and Russia, have recently suffered from hyperinflation, which has
had a negative impact on our results of operations in these countries. The effects of exchange rate fluctuations on
our financial statements and our approach to currency risk management are more fully explained under
“Management’s Discussion and Analysis of Financial Condition and Results of Operation—Effects of Currency
Fluctuations”, “Management’s Discussion and Analysis of Financial Condition and Results of Operation—
Liquidity and Capital Resources—Shareholders’ Equity, Subordinated Capital and Other Sources of Liquidity”
and under “Risk Management—Market Risk” below.

A significant portion of our total net income in the past three years has come from profit in our Treasury
segment, which can be volatile.

In 2004, our Treasury segment contributed € 112 million, or 32.7% of total profit before tax. We take a
number of open (un-hedged) positions on interest rates, currency rates and financial instruments in the
expectation that favorable market movements will result in a profit. These open positions expose us to market
risk, i.e. the risk that changes in interest rates, in exchange rates or in the prices of securities could lead to losses.
Actual trading and market positioning is decentralized and takes place on a local level at each Network Bank,
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based on market risk limits approvéd and monitored for each Network Bank by RZB. For more information on
our capital hedging activities and on how we manage market risk, please see “Risk Management—Currency
Risk” and “Risk Management—Market Risk” below.

Because our trading income depends on numerous factors that are unpredictable and beyond our control,
results from our treasury operations can be volatile and may lead to significant losses. Our trading income over
the past:years has been derived prunarlly from currency-related and interest rate-related contracts and to a lesser
extent from securities trading and investment and there is no guarantee that the level of trading income achieved
in fiscal year 2004 can be improved, or that it is sustainable. A significant decline in our trading income or
running a trading loss could adversely affect our business, results of operations and financial condition.

The integration of acquisitions méy be difficult and we may not be able to achieve anticipated synergies or
other expected benefits.

Over the past several years, we have made a number of acquisitions including in Bosnia & Herzegovina,
Romania, Slovenia, Kosovo, Belarus and Albania. Acquisitions require the attention of management and the
diversion of other resources. Qur ability to integrate and manage acquired businesses effectively and to handle
any future growth will depend upon a number of factors, including our ability to:

* integrate the infrastructure of the acquired businesses, including management information systems
and risk and asset-liability management systems;

* achieve synergies in a tiéle]y manner and to control costs;

» resolve outstanding legal, regulatory, contractual and labor issues éu'ising from the acquisition;
. integrate marketing, customer service and product offerings;

* integrate different compahy and management cultures; and

+ convert the IT and other systems and procedures of the acquired businesses to Raiffeisen standards to
promote our business mode} and branding.
Cross-border acquisitions, espeéially in countries where we have not had a previous presence, can be even
more challenging because of language barriers and differences in national cultures, business practices and
political and legal systems.

Although we believe that the' integration of our existing operations across the CEE has progressed
satisfactorily, there can be no assurance that significant difficulties will not arise, or that material additional
expenditures will not be necessary., If we fail to integrate acquired companies successfully on a timely and
efficient basis, incur higher than expected costs in the integration process or cannot sufficiently expand or
otherwise improve the profitability of the banks we may acquire, we may be unable to achieve anticipated
synergies: or other expected benefits. Failure to integrate our operations successfully could have a material
adverse impact on our business, resu]ts of operations and financial condition and may prevent us from achieving
our strategic objectives.

Future acquisitions will create additional challenges.

As part of our growth strategy in the CEE, we may decide to make additional acquisitions in the future to
complement the organic growth of our Network. Whether we will be able to successfully pursue our strategy of
accelerating growth through selected acquisitions will depend on, among other things, our ability to identify
suitable acquisition or investment opportunities and to successfully consummate those transactions. You can find
more detail on our criteria for fevaluating potential acquisitions under “Business Description—Our
Strategy—Accelerate Growth Through Selected Profitable Acquisitions.”

Antitrust or similar laws may make it difficult for us to make additional acquisitions if regulators in
countries where we and potential acquisition targets operate believe that a proposed transaction will have an
adverse effect on competition in the relevant market.




Typically, when we acquire a business we acquire all of its liabilities as well as its assets. Although we try
to investigate each business thoroughly prior to any acquisition and to obtain appropriate representations and
warranties as to its assets and liabilities, there can be no assurance that we will be able to identify all actual or
potential liabilities of a business prior to its acquisition. For example, the failure to identify and accurately
determine the level of credit risk or market risk to which an acquired business is exposed prior to its acquisition
may lead to unexpected losses following the acquisition which may have a significant adverse effect on our
overall business, results of operation and financial condition.

We have signed a memorandum of understanding with the shareholders of the Ukrainian bank Aval Bank
which gives us the exclusive right to negotiate the purchase of shares in Aval Bank until May 31, 2005. Should
we acquire Aval Bank, there can be no assurance that we will be able to successfully integrate it with our existing
Network Bank in the Ukraine, that we will achieve anticipated synergies or that we will be able to continue to
grow our overall business in the Ukraine at the same pace as before the acquisition of Aval Bank.

We may not be able to continue to grow at the same pace as in the past.

In the past, our business has been characterized by rapid regional expansion. Our strategy has relied, and
will continue to rely, on our ability to identify and enter promising new product areas, customer segments and
geographic markets early on and ahead of our competition and to expand then locally. We originally pursued this
strategy entirely through organic growth and, more recently, through various acquisitions. Our expansion strategy
for the CEE, however, faces challenges resulting from of a variety of factors beyond our control.

Our ability to grow organically will depend in large part on the continued general growth of the banking
sector in the countries in which we operate. Growth of the CEE banking sector may slow for a variety of reasons.
As the economies of the CEE mature, growth in the banking sector can be expected to slow and, over the longer
term, to grow in line with the growth of the overall economy. In particular, because banking markets in the CE
are more established than those in the SEE and the CIS, we expect that the value of banking assets as a
percentage of GDP will grow more slowly in Central Europe than in other less-mature banking markets. The
Czech Republic, Hungary, Poland, Slovakia and Slovenia joined the European Union in 2004 and Bulgaria and
Romania are scheduled to join the European Union in 2007 while Croatia is expected to start negotiating
membership in 2005. Economic growth in the CEE region may be restrained in coming years by European Union
legal, fiscal and monetary regulations, which may limit a country’s ability to respond to local economic
circumstances. Moreover, some CEE countries are expected to raise tax rates and levies to European Union
standards to put public sector finance on a sustainable basis. We also expect that, with accession, competitive
pressures will increase as banking groups already active in the CEE banking markets will seek to expand their
presence. New entrants may also move into these markets. Slowing growth of the banking sector in the CEE
region along with increased competition will make it difficult to grow organically at the same rate as in the past.
Failure to identify and to realize suitable acquisition opportunities or to integrate any future acquisitions
successfully may make it impossible for us to successfully implement our strategy of accelerating growth
through selected acquisitions. This may have a significant adverse effect on our business, financial condition and
results of operations. ‘

As part of our overall growth strategy, we are particularly seeking to expand our business with SME and
retail customers throughout the region. Our expansion in this market requires significant investments in our
branch network, as well as new products and services geared towards SME and retail customers. Our Retail
Customers segment was profitable for the first time in 2004. Because expansion of our business with retail and
SME customers requires significant up front costs, we are relying on our ability to grow our Retail Customers
segment considerably to achieve profitability in line with our other businesses. Failure to expand our retail
banking business profitably will have a significant adverse effect on the overall growth of our business, and on
our results of operations and financial condition.

We may have difficulty recruiting or retaining qualified employees.

The continued growth of our existing operations and our ability to successfully expand into new markets
depends on our ability to retain existing employees and to identify and recruit additional individuals who are not
only familiar with the local language, customs and market conditions, but also have the necessary qualifications
and level of experience in banking. In many of the emerging markets in which our subsidiaries operate, or in
which we may want to enter in the future, the pool of individuals with the required set of skills is much smaller
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than in most Western European countries or the United States. Increasing competition for labor in the CEE from
other international financial institutions with significant capital resources may also make it more difficult for us
to pay competitive compensation and to attract and retain qualified employees, and may lead to rising labor costs
in the future.

If we are unable to attract and retain new talent in key strategic markets or if competition for qualified
employees increases our labor costs, it may have a material adverse effect on our business, results of operations
and financial condition and may impair our ability to achieve our strategic objectives.

There are risks associated with complex information technology systems.

Large-scale institutional banking activities, such as those conducted by us, are increasingly dependent on
highly-sophisticated information technology (“IT”) systems. IT systems are vulnerable to a number of problems,
such as software or hardware malfunctions, malicious hacking, physical damage to vital IT centers and computer
virus infection. Harmonizing the IT systems in 15 individual Network Banks to create a consistent IT
architecture poses significant challenges. In addition, our IT systems need regular upgrading to meet the needs of
changing business and regulatory requirements and to keep pace with the rapid growth of some of our Network
Banks and our possible expansion into new markets.

|

In the past, our IT systems thave been characterized by several functional limitations and there is a
continuing need to further integrate and harmonize our IT infrastructure throughout our Network. These
functional limitations still affect some of our Network Banks with respect to certain aspects of their operations,
including real-time centralized collection of branch and account data. Therefore, management may not have full
access to all information required for decision-making processes, which may result in suboptimal decisions being
taken, which in turn may have an adverse effect on our business, financial condition and results of operations.

To resolve these problems and to minimize the associated risks, we are taking steps to improve our IT
infrastructure throughout our Network and we also believe that our new IT systems will, in the medium term,
both decrease our operational costs and facilitate the introduction of new banking and non-banking products. You
can find a detailed discussion of our IT systems and IT strategy under “Business Description—Information
Technology” below. | |

The problems, challenges and upgrade requirements described above pose significant risks to our business,
even though we have taken measures to protect ourselves against them. We may not be able to implement
necessary upgrades on a timely basis and upgrades may fail to be fully functional as required. In addition to costs
incurred as a result of any failure of our IT system, we could face fines from bank regulators. Consequently, any
major disruption of our existing IT systems or a failure to meet the challenges described above may have a
material adverse effect on our business, results of operations and financial condition.

Defaults by customers or counterparties may lead to losses which exceed our provisions and the maximum
probable losses envisaged by our risk management procedures.

Like other financial institutions, business in our Network Units is exposed to the risk that third parties who
owe us money, securities and other assets will not perform their obligations. This credit risk includes risks related
to traditional bank loans as well as other banking and non-banking activities. If our customers or counterparties
default on their obligations to us we will incur losses.

In accordance with IFRS, we account for the possibility that a customer may default by making provisions
for expected losses. These provisions reflect our estimates of probable losses in our loan portfolio. If a higher
than expected proportion of our customers default or if the average amount lost as a result of defaults is higher
than expected, our actual losses due to customer defaults will exceed the amount of our provisions and our
operating profit will be adversely affected. See “Management’s Discussion and Analysis of Financial Condition
and Results of Operation—Significant Accounting Policies—Provisions for Impairment Losses on Loans and
Advances.” As of December 31, 2004, our total provisions for impairment losses amounted to € 366 million.
Except for 1998, our actual losses have never exceeded our provisions.

|
We also actively manage credit risk and analyze credit transactions by calculating the expected loss
resulting from an event of default (based on our historical loss experience) and by determining the unexpected

11




loss on our loan portfolio (based on our estimate of the likely maximum deviation from the expected loss). You
can find a detailed discussion of our approach to managing credit risk under “Risk Management—Credit Risk”.

Our expectations about future credit losses may, however, be incorrect for a variety of reasons. An

" unexpected decline in general economic conditions, unanticipated political events or a lack of liquidity in the

economy may all-result in credit losses which exceed the amount of our provisions or the maximum probable

losses envisaged by our risk management procedures. Because our operations are concentrated in the CEE, we

are particularly exposed to the risk of a general economic downturn or other event which affects default rates
across the CEE.

If losses due to customer and counter-party defaults significantly exceed the amounts of our provisions, this
could have a significant adverse effect on our business, results of operations and financial condition.

Our risk management strategies and procedures may leave us exposed to unidentified or unanticipated
risks.

We cooperate closely with RZB in the area of risk management and invest substantial time and effort in our
strategies and procedures for managing not only credit risk, but also other risks, such as country risk, market risk,
liquidity risk, operational risk and settlement risk. These strategies and procedures may nonetheless fail under
some circumstances, particularly if we are confronted with risks that we have not identified or anticipated. Some
of our methods for managing risk are based upon observations of historical market behavior. Statistical
techniques are applied to these observations to arrive at quantifications of our risk exposures. These statistical
methods may not accurately quantify our risk exposure if circumstances arise which were not observed in our
historical data. In particular, as we enter new lines of business, our historical data may be incomplete. As we gain
more experience we may need to make additional provisions if default rates are higher than we had expected.
You can find more information on our various risk management strategies and procedures under “Risk
Management” below.

If circumstances arise that we did not identify, anticipate or correctly evaluate in developing our statistical
models, our losses could be greater than the maximum losses envisaged by our procedures. Furthermore, the
quantifications do not take all risks or market conditions into account. If the measures used to assess and mitigate
risk prove insufficient, we may experience material unanticipated losses, which could have a significant adverse
effect on our business, results of operation and financial condition.

We rely on a relatively small number of large creditors and depositors for funding and liquidity.

We rely on a relatively small number of large creditors and depositors for funding and liquidity. See
*Management’s Discussion and Analysis of Financial Condition and Results of Operation—Liquidity and
Capital Resources—Shareholders’ Equity, Subordinated Capital and Other Sources of Liquidity™ for more detail.
This concentration of creditors and depositors increases our liquidity risk. Should one or more of our large
creditors or depositors decide to reduce their exposure to us and suddenly withdraw a significant part of or all of
their deposits, we may need to meet the resulting liquidity needs by short-term borrowings in the interbank
market or by other means which would result in additional costs and adversely affect the liquidity situation of the
relevant Network Bank. If we are unable to meet our liquidity needs without incurring significant costs, our
business, results of operations and financial condition may be adversely affected. You can find a more detailed
description of how we manage liquidity risk under “Risk Management—Liquidity Risk” below.

We are exposed to interest rate risks.

Like all banks, our Network Banks earn interest from loans and other assets, and pay interest to their
depositors and other creditors. If interest rates change, then both the level of interest income and interest expense
will change. The net effect of changes in interest rates on our net interest income will depend on the relative level
of assets and liabilities that are affected by the change in interest rates. Because we have more liabilities than
assets that mature or re-price over the next two years, were interest rates to rise, our net interest income would
fall in the short term. Consequently, large increases in interest rates can be expected to negatively affect our net
interest income over the next two years. See “Risk Management—Market Risk.”




Risks Relating to Regulatory and Legal Matters
We are affected by banking regufations both in Austria and in the CEE countries where we operate.

Our operations are regulated and supervised by the central banks and regulatory authorities in each of the
jurisdictions where we conduct business. In each of these countries, the banking operations of our Network
Banks require a banking license or at least a notification to the national regulator. Although not a bank, we are
also affected by Austrian banking regulations as a consolidated subsidiary of RZB and as a financial holding
company. These regulations include, among others, requirements that we maintain certain capital adequacy
ratios, that we limit our exposure to certain risks and that we take steps to ensure that we are not aiding our
customers in money laundering. Compliance with these and other regulations requires us to expend a significant
amount of money and effort and in some circumstances may limit our ability to operate our business.

The bank regulatory regimes “vary in each local jurisdiction and are subject to change. You can find a
description of our regulatory environment under “Banking Regulation and Supervision.” Changes in the
regulatory requirements in a relevant jurisdiction may impose additional obligations on our local Network Bank.
Consequently, we cannot assure you that the need to comply with banking regulations will not adversely affect
our business, results of operations and financial condition.

Non-comipliance with regulatory réquirements may result in enforcement measures.
|

Thete is a risk that, in the case of severe and/or repeated violations of the regulatory requirements in any
jurisdiction, the banking license granted to the relevant Network Bank will be revoked or limited. Bank
regulators typically have a wide range of enforcement powers in the event they discover any irregularities.
Among ather things, if one of our Network Bank’s own funds ratio or its statutory reserves do not meet the
statutory minimum requirements, th¢ relevant regulator may prohibit that Network Bank from extending further
credits. Should there be a risk that a Network Bank may not be able to perform its obligations vis-a-vis its
creditors, the relevant regulatory authority may further be able, for the purpose of avoiding such risk, prohibit the
disposal of assets and the making of payments, order the cessation of that Network Bank's business with
customers and prohibit the acceptance of payments not intended for the discharge of debts owed to the Network
.Bank. You can find a more detailed description of the regulatory regimes applicable to us and our Network
Banks and of the enforcement powérs of the relevant regulatory authorities under “Banking Regulation and
Supervision.”

Regulatory changes, including chaxiges to applicable health and safety standards, labor laws, social
legislation, competition rules or local taxation may adversely affect our business.

In addition to banking regulations, we are subject to, and must comply with a variety of European Union,
Austrian and other national and lbcal laws and regulations governing a number of subjects, including
occupational health and safety, labor relations, welfare, competition and tax. Because these laws and regulations
are constantly evolving and generally beco