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Erste Bank strongly%gboosts first-half earnings
I

FINANCIAL HIGHLIGHTS:

n

e Net interest income rose from EUR 1,369.5 million to EUR 1,481.8 million (up 8.29%") .
- » Net commission income grew from EUR 61 7.0 million to EUR 697.7 million (up 13.1%) -
- » Operating income increased from EUR 2, 118.6 millién to-EYUR 2,330.7 million (up 10. D%)
. General admlmstratlve expe‘*\ses went up from EUR 1 323 1 mnlron to EUR 1 404 9 mllllon (by
L B2%)
'- Operatmg result |mproved fr(%n EUH 7955 mllllon to EUR 925 8 mllllon (up 16 4%)

e Pre-tax result climbed from EUR 576.2 miillion to EUR 706.6 million (Up 22:6%) . n ‘
‘& Net profit. after taxes and mmontles advanced from EUFI 335 7 mrlhon to EUFl 448 7 mllllon (up
| 33.7%) ‘ :
e The costlmcome ratro lmprov,ed from 61 8% in. the 2005 fmancral year to 60 3% |n the fll’St half of -
2006 ‘
« Return on equrty in the ﬁrst half of 2006 (after the caputal mcrease) was 13 9% compared to 19 0%-

“in the full year 2005 PR
Ve Total assets: expanded from EUR 152 7 bllhon at end 2005 to EUR 160 2 b||l|on (up S O%) ,
wjt Earnings per share rose frorg EUR 1 ,40'to EUR",52."
.o The Tier 1 capital ‘ratio at 30! June 2006 was 9.8% (versus 6 8% at the end of 2005) and the sol- :

vency ratlo was 13 5% (comrared to'1 1 0% at end-2005 the legally requrred mlmmum is 8. 0%)

: *) Compansons are wuth the six mcmths ended 30 June 2005 Unless stated otherwise.

(x‘,‘

Summary of business performarice

In the first six months of 2006 Ersta Bank posted net income of EUR 448.7 million, up 33.7% on the
same period last year. “With our excellent first-half results we have reached another milestone on our
impressive growth path,” commenjpd Andreas Treichl, CEO of Erste Bank. “The significance of our

15 million strong retail customer b#i;e was highlighted in times of increased capital markets volatility.
They enable us to comfortably compensate for any shortfalls in trading income with gains in net interest
and net commission incorne. In addition an improvement in the interest rate environment and the immi-
nent completion of the BCR acqu»ortlon make us highly confident about the second half of 2006”, Treichl!
added.

3 W

6

' Erste Bank Serbia has been includad in Evstle Bankﬂx consoalidated financial statements sinca 8 August 2005 (the acquisition’s closing date). Two Intarnational
Financlal Reporting Standards revised by the Imermmonal Accounting Stendards Board — |AS 32 (Financial Instruments: Disclosure and Prezentation) and |AS 39
(Flnancial instruments: Recognition and Measurement) ~ must ba applied from 1 January 2005. The revisions primarily attect the presentation of s¢gurities busl-
nass andg ol loan valuation, as well as the mponing.ef hybrid capital. All pricr-year data and rates of change shown reflecl the restatement of the old 4ala In accor-
dance with these revised standards. Details an theee changes werc described on 3 May 2005 and 8 December 2005 that ara availabie on the Erste Bank website
(erstebank). ¥
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Total operating income grew by 10 0% to EUR 2,330.7 mllllon despite a market-induced lower net trad-
ing result. This was significantly ahizad of the growth in general administrative expenses, which were up
by 6.2% to EUR 1,404.9 million. T.z: s led to an operating result of EUR 925.8 million (up 16.4% from the
first half of the previous year). The?ﬁ*ost/lncome ratio improved from 61.8% for the full year 2005 to
60.3% in the reporting periad. :

As was expected, the successful capital increase of EUR 2.9 billion in the first quarter caused return on
equity to decrease from 19.0% in thie 2005 financial year to 13.9%. In the first half of 2006, total assets of
the Erste Bank grew by 5.0% to EUR 160.2 billion.

"

Market entry — Ukraine

On 28 July 2006 Erste Bank anncqnced the extension of its successful retail business model into the
Ukraine. Following detailed marke%’analysus Erste Bank signed a share purchase agreement for a major-
ity (50.5%) stake in Bank Prestige, valued at EUR 27.7 million*® or a price/book multiple of 1.18.

Bank Prestige was established in December 2005 by a group of Ukrainian entrepreneurs with a well-
established track record in the Ukrainian banking sector, and swiftly positioned itself as a very promising
player in the local banking marketﬂTo date Bank Prestige has been 100% owned by its founders. The
bank employs some 100 staff and :ts shareholders’ equity amounts to EUR 46.5 million. As of 30 June
2006 total assets amaunted to EUL'R 99.1 million.

“This deal combines unparallieled f‘cal expertise with international experience and gives Erste Bank an
early foothald in one of the most p?omlsmg banking markets in Central and Eastern Europe” said An-
dreas Treichl, CEO of Erste Bank.” So far Erste Bank has successfully acquired 10 banks in Central and
Eastern Europe in various privatisation processes. With the entry into the Ukrainian market we aim to
prove that we can not only restructure but alsc establish branch networks”.

Rd
Erste Bank is convinced that the market entry with highly experienced partners is the most suitable for
the Ukrainian market, particularly in light of future capital expenditure requirements as well as earnings
potential. In addition, this move allows Erste Bank to better service its existing clients with business in-
terests in the Ukrainian growth msa 'ket
Outlook ¥
Erste Bank reaifirms its group financial targets announced at the acquisition of Romania’s largest bank,
Banca Comerciala Romana (the transaction is expected to close in September 2006). For the period
from 2005 to 2009, Erste Bank’s mranagement forecasts average annual growth of more than 20% in net
profit after minority interests. A cost/income ratio of less than 55% is targeted for 2009. As a result of the
sharp rise of almast. 70% in equity capltal resulting from Erste Bank's capital increase at the start of
20086, return on equity will decrsasa in this financial year. However, it should then advance again, to bet-
ween 18% and 20% in 2009. For 2006 the management expects an increase of more than 20% in net
profit after minority interests, excligling any contributionfrom BCR.

* UAH/EUR exchange rale as per 28 July 20086: 1 LUFZ - UNH 6.4372,
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I. FINANCIAL RESULTS IN DETAIL

.;-,‘:
in EUR million &
L
Pt
Net interest income '

Risk provisions for loans and advanca“s

Net commission income
Net trading result ]

A

General administrative expenses b

Al

Insurance business

‘Other operating result
Pre-tax profit

Net profit after minority interests

Net interest income

ERSTE S
BANK

]

i

1/1 - 30/6/05 | %-Change |
1,369.5 | 8.2 |
. _.2099 40}
617.0 13.1
105.2 29.5
13231 6.2
' 26.9 442
Y 904
576.2 226 :
335.7 33.7 |

The first half of 2006 was charactqﬂsed by an upward trend in interest rates and strong loan growth, par-
ticularly in the retail segment. At the central and east European subsidiaries, for example, loan volumes

rose by 11.2% compared to year—end 2005.

Net interest income increased by 6.2% from EUR 1 ,369.5 million one year earlier to EUR 1,481.8 million,
a further acceleration of growth cow’npared to the first quarter. Improvements were regxstered across vir-
tually the entire group. Only the Haftungsverbund (cross-guarantee system) savings banks recorded a

small decline.

The net interest margin was stablefgin the first six months at 2.07% compared to the full year 2005, both
in Austria (at about 1.6%) and in ({:ntral and Eastern Europe (at approximately 3.5%).

Net commission income

in EUR million _ ; 1/1 - 30/6/05 %-Change
Lending business § 95.4 -4.1
Payment transfers 231.7 9.3
Securities transactions £ 175.4 35.6
Investment fund transactions - ¥ 71.4 54.2
Custodial fees . R 24.5 8.6
Brokerage =~ B . 79.5 27.2
Insurance business £ 38.0 -7.1
Building society brokerage % o _...158 -19
Foreign exchange transactions & 189 K]
Other . o 41.8 8.1
Total ) 617.0 13.1 |

2
sl

A sustained positive development@ilas also seen in net commission income, which rose by 13.1% from

EUR 617.0 million to EUR 697.7-million.

£

%
b
B
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The main driver of this growth was ﬁthe securities business, where income expanded by 35.6% to
EUR 237.8 million; income from payments services also rose, increasing by 9.3% to EUR 253.3 million.

in Central and Eastern Europs cctféémission income from lending business trailed the figures recorded in
the same period last year, mainly ®ue to a change in accruals policy in the fourth quarter of 2005.
=

Overall, the increase in Austria (inc’fr;__luding the International Business and Corporate Centre segments), at
14.5%, was higher than that in Ce(j«tral and Eastern Europe, at 10.7%.

Trading result i

As was foreseen, the sharp detericration in market conditions during the second quarter of 2006 meant
that the first quarter’s extremely high net trading resuilt could not be sustained. Nevertheless, in the com-
parison of the first six months of 2¢06 with the first half of 2005, the excellent showing in this year’s first
quarter still resulted in an unusually strong increase of 29.5% to EUR 136.2 million, due mainly to foreign
exchange transaction income. The securities and derivatives business saw a dip because of the nega-
tive market environment during the second quarter of 20086.

Insurance business

A significant drop of 44.2% from EUR 26.9 million to EUR 15.0 million occurred in profits from insurance
business. This is explained by the pegative effect of rising interest rates on unrealised and realised
valuation results. In addition, the insurance business had posted unusually positive results in the second
quarter last year, making a repeat %{ﬁrformance especially against the backdrop of a more challenging
market environment unlikely. W

General administrative expenses: -

in EUR million 1/1 - 30/6/06 %-Change
i

Personnel expenses : 761.4 8.1

Other administrative expenses ... 3944 __ 4.9

Subtotal .k ] 1,156.8 § 7.0

Depreciation and amortisaton i 167.8 0.7

Total 1,323.1 | 6.2

S

Total general administrative expences rose by 6.2% in the first half of the year, to EUR 1,404.9 million
from EUR 1,323.1 million. The incrdase in Central and Eastern Europe was 12.8%, malnly as a conse-
quence of exchange rate movernerits and the first-time consolidation of Erste Bank Serbia, where re-

structuring costs figured prommentw Excluding these two factors, growth in Central and Eastern Europe
amounted to only 6.6%. g .
1

&
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General administrative expenses —%ustria (inc. Corporate Center and International Busin

ERST

ess)

!
i
in EUR million - 1/1 - 30/6/05 | %-Change |
2 j !
:§ ; { :
Personnel expenses ] ....553.8 | 56 |
Other administrative expenses . - 211.0 1.7
Subtotal : 764.8 | 3.6
Depreciation and amortisation TN T == ettt =1 0 .11 R 86.1 + -6.8
Total i 850.9 | 2.5
R
General administrative expenses -~ Central and Eastern Europe
in EUR million {?3 1/1 - 30/6/05 %-Change
1’r
Personnel expenses v 207.8 14.6
Other administrative expenses | 183.4 12.4
Subtotal | 391.0 | 13.6
Depreciation and amortisation 81.2 8.7
Total G 472.2 12.8

Personnel expenses, the largest ¢
EUR 781.4 million to EUR 822.7 m

Ed

By

. mponent of general administrative expenses, expanded by 8.1% from
Hion. The fact that the increase in Central and Eastern Europe was

visibly higher (at 14.6%) is attributgble mostly to necessary adjustments of salaries to market levels. An-

other significant factor was the initial consolidation of Erste Bank Serbia, which resulted in

EUR 5.0 million of restructuring costs for staff reduction measures being included in the first half of 20086.
Excluding the consolidation effect of Erste Bank Serbia (mcludmg the above-mentioned restructuring
costs), total personnel expenses ingreased by 6.8%, with those in Central and Eastern Europe nsmg by
9.9%. The release of provisions in 1he prior-year period additionally distorted personnel expenses in Aus-

tna

Employee count®

2 31112/05 %-Change

Domestic inc. Haftungsverbund savings banks 14,757 0.3

international P 21,393 0.7

_____ Ceska spofitelna Group b 10,755 -0.5

Slovenska sporitelfia Group i 4 836 1.2
Erste Bank Hungary Group . 25651 | _

___Erste Bank Croatia %f 1,604 .
Erste Bank Serbia 915 -14.6
Other subsidiaries in CEE and for’elgn branches 732 3.4

Total . 36,150 0.5

¥

¥ Eng-of-period ;
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Group staff count remained almost unchanged in the first half of the year. The slight growth of 0.5% to a
new total of 36,348 employees represented primarily the expansion of the branch network in Hungary
and Croatia as well as the transfer of about 100 freelance staff into permanent employment in Hungary,
due to a change in the legal fram%‘work

Other administrative expenses g aw by a moderate 4.9% from EUR 394 .4 million to EUR 413.7 million,
with the increase coming solely igm the central and east European subsidiaries (up 12.4%) while the
rest of the Group recorded a decﬁease of 1.7%.

Although office space expenses mcreased IT expenses, the largest cost item within other administrative
expenses, were almost unchanged. Various project-related expenses also contributed to the expansion
of other administrative expenses, while consulting costs declined.

The depreciation charge was nea;ly constant, at EUR 168.5 millian (up 0.7%). This reflects the more
conservative approach to capltal ruxpendﬂure in recent years.

Risk provisions for loans and '*Hvances

Net additions to risk provisions for doans and advances registered a small increase of 4.0% in the first six
months of 2006 up to EUR 218.3 tiliion from EUR 209.9 million. The major reason behind this increase,
in addition to strong (van growth across Central and Eastern Europe, is that net new provisions for
Ceska spofitelna during the first half of 2005 were atypically low as a result of releasing the final instal-
ment of the general reserve.

“

"53

Other operating result improved f« T EUR -9.4 million to EUR -0.9 million. This was due to a combina-
tion of higher write-downs on equity interests in the previous year and on lower expenses for deposit
insurance in 20086, due to legislative changes particularly in Slovakia.

Other operating result

. FINANCIAL RESULTS IN THE SECOND QUARTER OF 2006

The net profit of EUR 209.1 million.after minority interests achieved in the second quarter of 2006
marked the second highest quartetjy earnings ever recorded by Erste Bank (first quarter:

EUR 239.6 million). This was drive by significant increases in both net interest income and net commis-
sion income. The volatile net tradirjg result, which is strongly dependent on short-term capital markets
conditions, decreased after the excepnonally good first quarter.

Net interest income grew by 4.7% ﬁ,om EUR 724.0 million in the first quarter to EUR 757.8 million in the
second, and net commission income added 3.9% to the first-quarter level of EUR 342.2 million for a new
total of EUR 355.5 million.

By contrast, amid the unfavourable J‘narket conditions, the net trading result halved in the second quarter
from the extremely high first- quarteg level of EUR 91.2 million to EUR 45.0 million. All segments were
affected by the decline.

k!
Income from insurance business wis virtually steady at EUR 7.3 miillion, total operating income in the

second quarter reached EUR 1,163; 6 million, almost exactly the same Ieve! as in the preceding quarter
(EUR 1,165.1 million). i
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General administrative expenseé'were up 2.5% at EUR 711.0 million (first quarter: EUR 693.9 million).
Within this item, personnel experises rose from EUR 407.0 million to EUR 415.7 million (owing partly to
restructuring costs at Erste Bank.Serbia) and other administrative expenses increased from

EUR 201.7 million to EUR 212.0 mllllon depreciation meanwhile declined from EUR 85.2 million to

EUR 83.3 million. @

Operating result in the second quarter at EUR 454.6 million, was thus 3.5% lower than in the first

(EUR 471.2 miilion); as already nigntioned, this reflected primarily the decrease in the volatile net trading
result. az

The costincome ratio deteriorated slightly to 61.0% from the first quarter's 59.6%.

Net additions to risk provisions for loans and advances, at EUR 109.2 million, were at the level of the
preceding quarter. . K

There was a tangible detenoranoq in other cperatmg result from EUR 18.3 million to a negahve
EUR 19.2 million. This was due tq the absence in the second quarter of gains realised in the first quarter
from income from private equny busxness and a lower resuit from the revaluation and sale of securities.

. MAJOR POST REPORTING DATE EVENTS

i
£

Market entry — Ukraine

As reported on 28 July 20086, Erste Bank acquired a controlling interest in Bank Prestige. Details on the
transaction were published in a separate press release, which is available for download at
(www.erstebank.com). ﬁ

Employee share ownership plarg«- capital increase of 0.9 million shares

Since its initial public offermg in 1897, Erste Bank has continually expanded its employee share owner-
ship plan (ESOP) Thus, since 2062, employee shares have regularly been offered for subscription un-
der capital increases approved by the respective Annual General Meeting.

Under the ESOP 2006, between 8~May and 19 May 2008, the employees of the Erste Bank acquired a
total of 479,524 shares. The price per share amounted to EUR 39.00, and was computed by applying a
20% discount to the average sharejprice in the month of April. In a particularly welcome trend, subscrip-
tions by staff of the subsidiaries in &entral and Eastern Europe almost doubled frorn last year, to ap-
proximately 205,000 shares.

,’1
‘1

Also, under the management share ‘option plan (MSOP) launched in 2002, a total of 348,236 shares
were subscribed for in April 2006 by the management of the Erste Bank at an exercise price of

EUR 16.50 per share (taking into account the 1-for-4 stock split in 2004). Additionally, under the MSOP
launched in 2005, a further 85,856 shares were subscribed for between 2 May and 12 May at an exer-
cise price of EUR 43.00 per share.+

v

The shares under both managemetfit stock option plans are subject to a holding pericd of ane year.
E%

a
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“We are pleased that our group' sﬁstaﬁ especially in Ceniral and Eastern Europe, are using the employee
share ownership plans to take s ﬁqh a large stake in the bank and its success. Going forward, we remain
committed to our goal of steadily Increasing the number of employees who are Erste Bank sharghold-
ers,” affirmed Andreas Treich(, Chief Executive Officer of Erste Bank. Employees and management now
own almost 2% of the shares of &gste Bank.

A total of 913,615 new shares were issued in a capital increase from contingent capital. This raised the
number of Erste Bank shares in izsue from 308,032,560 to 308,946,175 in the second quarter. The new,
no-par-value shares will be llsted in Vienna from 31 July 20086, while they will be listed in Prague within
the next few days. xﬁ

(gx
New shareholder structure in g“%rbla and Croatia

With effect from 31 July 2006 the® ownershlp structure of Erste Bank Serbia and Erste Bank Croatia is
changing. Steiermarkische Sparkdsse, as Erste Bank’s partner for Southeastern Europe, is acquiring
26% of the shares of Erste Bank Serbia. In exchange, Erste Bank receives 3% of the shares of Er-

ste Bank Croatia. The new ownership structure in Serbia is: Erste Bank 73.99%, Steierméarkische Spar-
kasse 26.00%, free float 0.01%. Ip Croatia, the new shareholder structure is: Erste Bank 54.43%,
Steiermarkische Sparkasse 40.98%, free float 4.59%.

Pooling of purchasing actwme&{

Erste Bank as part of its group prdjects will combine all purchasmg activities of the group, as well as the
group’s facility management, and conduct these activities via a dedicated company Procurement Ser-
vices GmbH, alsoc known as “s Prgserv”. The intention is to reap synergies within the Group and imple-
ment quality improvements. .

35 units of Erste Bank will transfegrtheir procurement and facility management functions to this company,
which will be responsible for the entire group’s strategic procurement and the associated back office
functions {such as purchase ordewnanagement and accounts payable) as well as facility management.

s Proserv will be 99.8% owned by‘yrste Bank and 0.2% owned by IT Holding (a company representing
the service interests of the savingd banks, particularly in IT and procurement) and will emplay mare than
300 people. In the national markets of Erste Bank, s Proserv will be represented by wholly-owned sub-
sidiaries. Romania’s Banca Comer,;la!a Romana, after the closing of the acquisition, will also outsource
its corresponding activities to this company. s Proserv began operating in Austria on 1 July 2006 and will
commence operations in Central and Eastern Europe at the start of January 2007.

This amalgamation of activities is sat to generate savings equivalent to 10% of the volume of directly
controllable purchasing. As already4 announced, this will translate into annual, P&L effective savings of
EUR 55 million in 2008. Furthermore this initiative is expected generate additional savings potential be-
yond 2008. i

e
U

As part of the bundling of the group’s procurement actitvities, Erste Bank entered into a contract with
management, techriology and outspurcing service provider Accenture covering the oursourcing of pro-
curement-related business processes. Hence, Erste Bank will outsource all purchasing activities for non-
strategic goods and services, rangmg from order management to acconts payable administration.

*—!-?,,'i{'l? BT g P
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IV. BALANCE SHEET DEVELO@QMENT

¥

f
in EUR million %{“J 31/12/05 ,} %-Change |

B ! :
Loans and advances to credit institutions ... 16,858 | 18.0 |
Loans and advances to customers . 80,419 | 5.0 ;
Risk provisions for loans énd_‘_aﬂc_lv_vanc‘es . -2,817 ; N -1.6 ¢
‘Securities and other financial investments 47,681 ¢ 271
Other assets = 10,519 | 7.9
Total assets # 152,660 | 50!

T f ]
in EUR million 3112/05 | - %-Change |
Amounts owed to credit institutions < 33,911 58 ?
_Amounts owed to customers L 72,793 6.9 |
Debts evidenced by cettificates, including subordinated i |
capital i 25,581 ~_-8.0
Other liabilities . 13,914 1.9
Total equity . - 6,461 | __ 39.9
Shareholders’ equity & 4129 § 66.3
Minority interests ! 2332 ]
Total liabilities 152,660 5.0

In the first half of 20086, total asseté_ of the Erste Bank increased by 5.0% frorn EUR 152.7 billion to
EUR 180.2 billion. i

Loans and advances to t:ustomer.f:%also rose by 5.0%, from EUR 80.4 billion to EUR 84.5 billion, thanks
in large part to the high growth in r&}tail lending in Central and Eastern Europe. The loan portfolio of the
central and east European subsidiaries grew by 11.2% to EUR 20.1 billion. Risk-weighted assets as de-
fined by Section 22 (2) of the Austrian Banking Act (BWG@G) expanded by 5.6% in the first half of 2008, to
EUR 79.2 billion. o

Risk provisions for loans and advarices remained almost unchanged at EUR 2.8 billion.

Compared to the end of 2005, total jnvestments in securities and other financial assets were almost un-
changed. The total of trading assety, assets at fair value through profit and loss and available-for-sale
assets, and financial investments rg’zse from EUR 47.7 billion to EUR 49.0 billion. The largest increase
occurred in longer-term investments in bonds. At 30 June 2008, assets at fair value through profit and
loss and available-for-sale contained a fair-value portfolio of EUR 4.5 billion and an available-for-sale
portfolio of EUR 13.7 billion. ‘

On the liabilities side, total amounis owed to customers increased by 6.9% from EUR 72.8 billion to
EUR 77.8 billion, with the expansion in savings depaosits (by 6.4% to EUR 41.3 billion) resulting mainly
from a reclassification of certain deposit products previously reported under other customer deposits.

& Page 9 of 17
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The retail deposit business grew Strongly in Austria and Central and Eastern Europe. Deposits in sub-
sidiaries reached EUR 29.5 billiorg;, a rise of 11.3%.

Erste Bank’s own issues of debt iflstruments (the total of debts evidenced by certificates and subordi-
nated capital) reduced by 9.0% from EUR 25.6 billion to EUR 23.3 biliion.

. In the first half of 2006, debts evidenced by certificates decreased by 10.8% to EUR 19.0 billion, due
mainly to the redemption of short-term certificates of deposit and commercial paper at Erste Bank.
Following the capital increase by Erste Bank in January 2006, total capital rose by 39.9% as at 30 June
2006. Specifically, shareholders’ equity increased by 66.6% to EUR 6.9 billion, while minority interests
contracted by 6.9% to EUR 2.2 biﬂ'ion. Because of the rise in interest rates, the revaluation reserve for
the available-for-sale portfolio had"a negative effect both on shareholders’ equity (although outweighed
by the effect of the capital increasg) and on minority interests.

i,
The total eligible qualifying capital "bf Erste Bank at 30 June 2006 as defined by the Austrian Banking Act
was approximately EUR 11.1 billigh (2005 year-end: EUR 8.6 billion). The cover ratio based on the legal
minimum requirement at the same date (EUR 6.8 billion) was 164% (2005 year-end: 135%).

i

Tier 1 (core) capital at 30 June 2006 was approximately EUR 7.8 billion (31 December 2005 year-end:
EUR 5.1 billion) and the Tier 1 capital ratio was 9.8% (2005 year-end: 6.8%).

The solvency ratio at 30 June 200@ under the Austrian Banking Act was 13.5%, significantly higher than
the legally required minimum of 8. #%.

Following the acquisition of BCR, which is expected fto close in September of 2006, these rates will de-
cline. .

¢
R

V. SEGMENT REPORTING*

@
Austria S

The highly positive trend in the Aua’%ria segment in the second quarter followed on from the good earn-
ings resuit in the first quarter. The segment’s net profit after taxes and minority interests rose by

EUR 50.7 million (41.3%) compared to the first half of 2008, from EUR 122.7 million to

EUR 173.4 million. This result was driven by continued strong fee and commission business (up

EUR 61.4 million or 15.5%) and sigpiificant growth — especially in the first quarter of this year — in the net
trading result (Trading & lnvestmen}:‘ Banking segment), which rose by 37.4% from EUR 57.4 million to
EUR 78.9 million, While operating income was lifted by 4.1% from the year-ago figure, the 2.1% (or
EUR 17.2 million) rise in general adininistrative expenses was modest.

The operating resuit in the first haif Of 2006 rose by EUR 34.1 million or 7.9% to EUR 467.2 million, with
all sub-segments contributing to thigincrease. This growth also had a positive effect on the cost/income
ratio (first half of 2006: 64.0%, first Half of 2005: 65.3%). The decline in insurance income from

EUR 23.1 million to EUR 10.5 million resulted from an exceptionally high base of prior-year revaluation
gains from the investment portfolic iri the insurance business. Higher unrealised appreciation of securi-

ties not held far trading and gains frgm the sale of equity interests led to an increase in other operating

* The published resulls of the Individuel group enlilics cannot be compared diractly to ha resulls in the segmental anglysis. For Instance, proportional funding costs
are ellocatad to the subsidlaries in Central and Eastern£urope in the segrment data.

B

%" Page 10 of 17




i

-

D
.?w_nma:
BANK

result from EUR 0.5 million to EUH 27.1 million. Return on equity rose from 12.7% to 16.8%, exceeding
the target return of 15%.
E
Savings Banks &
Compared to the first half of 2005§'net profit after taxes and minority interests grew by EUR 0.7 million to
EUR 4.7 million. Net cornmission ificome (particularly in securities business) increased sngmflcantly from
the first half of 2005, by 11.9% (up'EUR 20.0 million). This, in combination with a moderate rise in gen-
eral administrative expenses (up EUR 3.2 million or 0.8%), improved the operating result by 4.0% rela-
tive to the prior-year period, from EUR 171.9 million to EUR 178.8 million. An increase in other operating
result from a negative balance of EUR 4.4 miilion to a positive EUR 10.3 million was attributable mainly
to higher realisation gains on secutities not held for trading. The cost/income ratio improved from 70.6%
to 69.9% and return on equity rosé to 3.0%.
Retail & Mortgage
The retail business continued to p%frform well, with net profit after taxes and minority interests advancing
by a further EUR 6.1 million {12.8%) from EUR 47.4 million to EUR 53.5 million. This was due mainly to
growth in net commission income (up EUR 20.5 million or 13.2%), specifically sales commissions at the
branches from equity issues and thie generally strong securities business. Increased lending volumes
meant that net interest income was maintained at the year-earlier level despite strong competmve pres-
sures on deposit margins. Another gratifying development was the noticeable acceleration in deposit
growth (8.8%), compared to the prévious years; deposits reached EUR 10.2 billion at the end of the re-
porting period. A decrease in insurance profits from EUR 23.1 million to EUR 10.5 million {(down 54.4%)
is explained by the high gains from ,the investment portfolio in the second quarter of 2005, which were
not repeated this year because of t.S‘*:S favourable market conditions.
The decrease in other operating result was caused by a change in the scope of consoelidation as well as
by the recognition of impairments in the portfolio of assets grouped under “Fair value through profit and
loss and available-for-sale”. General administrative expenses, up marginally by 1.0% from
EUR 314.6 million to EUR 317.7 mijlion, reflected the progressive business expansion at subsidiaries
(for example, in asset management) in the Erste Bank’s extended home market. The operating result in
the Retail & Mortgage segment rose from EUR 125.2 million to EUR 130.3 million (up 4.1%). The
cost/income ratio was improved from the year-earlier level of 71.5% to 70.9%; return on equity was
11.2%. ;
Large Corporates ;'
In the Large Corporates segment, riet profit after taxes and minority interests grew by 88.4% to
EUR 45.5 million from EUR 24.2 million in the first half of 2005. This reflects the successful |mplementa—
tion of the “Group Large Corporates” strategy and the group—wxde bundiing of customer service. In oper-
ating terms, improvement was fueligd largely by net commission income (up EUR 9.8 million or 27.8%
from EUR 35.4 million to 45.2 millior) and by other operating result, up EUR 13.7 million from
EUR 0.9 million to EUR 14.6 million. The substantial increase in net commission income was under-
pinned by a very strong result at leasing subsidiary Immorent as well as income from capital market
transactions and the project business. The significant rise in other operating result stemmed both from
valuation gains on securitised finargings and from one-off proceeds from the sale, in the first quarter of
2008, of a private-equity investmenf?assigned o the Large Corporates segment. The cosVincome ratio
was 39.6% and return on equity rose markedly from 9.7% to 16.6%.

Trading & Investment Banking i

Net profit after taxes and minority injerests was up 38.1% from the year-earlier period, rising from

EUR 50.4 miliion to EUR 69.6 million. While the general trend in market interast rates and the flat yield
curve drove down ret interest income from EUR 33.2 million to EUR 27.8 million, the result from fee and
commission business was very strong: riet commission income grew from EUR 37.8 million to
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EUR 49.0 million, thanks predomlnantly to the securities business (especially in structured products) and
income from capltal market transactions. The vigorous increase in the net trading result from

EUR 43.9 million to EUR 60.7 million was achieved primarily in equity trading. Costs resulting from the
significantly higher transaction volume led to an increase of 13.7% in general administrative expenses
compared to the first half of 2005;this was a larger increase than in the other sub-segments of the Aus-
tria business. On balance, the cost/mcome ratio improved from 39.4% to 37.56% and return on equity was
enhanced from 38.2% 1o 57.2%.

Central and Eastern Europe

sk v ‘;"“5,: g

Czech Republic
At Ceska sporfitelna, net profit aﬁe' taxes and minority interests rose by 14.1% (EUR 19.7 million) com-
pared to the prior-year level, from EUR 139.6 million to EUR 159.3 million. There was a pronounced im-
provemnent of just under 34% in operating result; although markst interest rates remained below Euro
reference rates, net interest incomg increased by 158% in the reporting perlod from EUR 285.3 million to
EUR 352.8 million, amid an expansion in the credit portfolio. Net commission income rose by 11.8% from
EUR 144.7 million to EUR 161.8 million, mainly due to the performance in payments services and the
securities business. #

An increase in general admlnlstratgye expenses from EUR 267.3 million to EUR 294.4 million (up 10.1%
including currency effects, but onl)f“‘4 0% cn a constant-currency basis) was driven by higher deprecia-
tion and higher accrued expenses’ Other operating result contracted from EUR 22.1 million to a negative
EUR 12.3 million, due especially to:lower gains from securities at fair value through profit and loss and
avaijlable-for-sale. Based on an excellent showing on the income side, the operating result improved by
33.6% from EUR 188.0 million to EUR 251.2 million; this increase was enhanced by the favourable
movement in the CZK/EUR exchange rate (up 5.6%). The cost/income ratio improved from 58.7% to
54.0% and return on equity was 40.0%.

Slovakia )

Net profit of Slovenska sporitelna iter taxes and minority interests saw an increase of EUR 43.4 million
or 10.9% from the first half of 2005 to EUR 48.1 million. In net interest income, the scheduled redemp-
tion of high-vield bonds was more than offset by the stronger-than-expected expansion in retail lending,
higher gains from holdings measured at equity, and lower funding costs. Net commission income was
unchanged from the previous year: the first-time accrual at end-2005 of up-front commission income
means that an increase in net com:hission income is expected for the year as a whole.

General administrative expenses grew by EUR 5.1 million from EUR 83.9 million to a new total of

EUR 89.1 million. This was explained largely by higher personnel costs, which were partly related to ac-
crued expenses not recognised in the first half of the prior year. Contrary to earlier expectations, there
were significant increases in Operahng result (13.6%) and net prafit after taxes and minority interests
(10 9%)-. However, a higher allocation of equity refelcting the strongly increased credit portfolio resulted
in a decreass in return on equity from 52.4% to 42.5%,; the cost/income ratio improved from 59.4% to
57.7%. :

.

H

Hungary o
The operating result of Erste Bank Hungary grew by EUR 7.8 million or 13.4% from EUR 58.0 million to
EUR 67.8 million, despite the negative trend in the HUF/EUR exchange rate, which fell by 5.8%. Neat
interest income increased from theyear-earlier level of EUR 97.6 million to EUR 109.8 million, a rise of
EUR 12.2 million or 12.5%. The ma§» contributing factor was the strongly growing loan book. The rise in
risk provisions for loans and advandks, from EUR 9.2 million to EUR 14.1 million, reflected primarily the
absence of first-time-consolidation cf‘fects that had reduced this item in 2005.

Page 12 of 17
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Net commission income showed & significant increase in the second quarter, owing to the already men-
tioned non-recurring effects in the;%first guarter of this year. For the full year, a considerable gain of more
than 15% compared to twelve mo’gﬁ-’:hs earlier remains likely. The significant rise in general administrative
expenses can be attributed primaxly to higher staff and marketing costs in connection with the expansion
of the branch network. The operaﬁhg result was up by 13.4% from EUR 58.0 million to EUR 65.8 million

and the cost/income ratio improvefgf_:‘l from 59.9% to 58.7%.

Craatia -
The operating result of Erste Bank;Croatia was almost unchanged on the year-eariier period, at

EUR 32.6 million (up 0.5%). A dirgct year-on-year comparison of net interest income (down 5.9% to
negative EUR 3.4 million) is complicated by the reclassification of valuation gains from bank book deriva-
tives to the net trading result. Moréover, the present stringent legislative controls aimed at curbing for-
eign-currency funding in Croatia, %hich have raised the required minimum reserve for foreign-currency
deposits from an average of 30% {p 55%, detracted substantially from net interest income. The severe
adverse impact of these factors ori the net interest margin could not be recouped despite good rates of

growth.

Net commission income, thanks especially to payments services and lending, grew by 30.4% from

EUR 10.0 million to a new total of £UR 13.1 million. The growth in the net trading result derived mostly
from the reclassification of derivatives that was referred to above. As a corallary to the expansion of the
branch network and the associated hiring of new staff, general administrative expenses went up by
EUR 7.1 million or 20.8% from EU@ 34.3 million to EUR 41.5 million. Return on equity fell from 15.5% to
11.7% and the cost/income ratio diteriorated from 51.7% to 56.0%.

o

3 J’ﬁ

Serbia o
Since August 2005, the consolidated financial statements include Erste Bank Serbja. September 2005
saw the launch of an extensive transformation programme that will optimise operational processes and
strengthen the bank’s competitive position in the Serbian market. Most of the reported loss of
EUR 11.3 million is associated witlz the restructuring and expansion strategy pursued in Serbia. For the
financial year as a whole, a bottom-line deficit of between EUR 15 million and EUR 18 million is forecast
in view of the significant deterioration in the regulatory environment for the Serbian banking sector and
additional restructuring expenses. i'he return on equity target for 2008 (20% on a local basis) remains in
place. &
. Y
International Business ”
The good performance in Internatiocnal Business persisted in the first hatf of 2006. Net profit after taxes
‘and minority interests improved by:EUR 3.3 million or 7.0% from EUR 46.5 million to EUR 49.8 million. A
decrease in net interest income ~ brought about largely by the current narrowing of credit spreads in the
syndication business — was only partly offset by the reduced need for loan loss provisions. The growth in
net profit represented several factors: an improvement in other operating result driven especially by par-
tial on previously fully written-off loans; securities valuation gains; and rigorous cost management. The
cost/income ratio improved slightlygom 19.7% to 19.5%; return on equity eased from 19.4% to 18.1%.

25
%
%

Corporate Center

-

The Corporate Center segment encbmpasses three types of items: the results of those cormpanies which
cannot be clearly assigned to a specific business segment; consolidating entries; and one-time effects
that, in order to ensure comparability, have not been allocated to a business segment.

The trend in net commission income and general administrative expenses can be attributed largely to
changes in profit consolidation from banking support operations; general administrative expenses were
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especially affected by other administrative expenses for group projects begun in 2004 and costs of stra-
tegic group-wide activities. Net mtgrest income increased mainly as a result of allocating the proceeds of
the capital increase at the end of January 2006 to finance the acquisition of Banca Comerciala Romana
to this segment. The reason for thg improvement in other operating result was due to the in non-
recurrance of prior-year revaluatiop losses on other equity interests.

oy

Quarterly foreign exchange summary ;-

End of periéd rates ) _Average rates (YTD)
Eurc FX_rates 2005, %-Change ! H1 2005  %-Change
CZK/EUR 29.00 1.7% 30.17 5.6%
SKK/EUR 37.8% (1.2% } 38.62 2.5%
HUF/EUR 252,87 (12.1% % 247.71 (5.8%)
HRK/EUR 7.3% 1.7% 7.44 1.8%
CSD/EUR 8s. 1,;\ (0.2% ; 74.58 (16.4%)

Positive change = apprecnatlon, negatrvc change depreciation

+ Feor mere information, please contact:
& Erste Bank, Investor Relations
Graben 21, 1010 Vienna, Austria, Fax: ++43 (0) 5 0100 Ext. 13112
Gabriele Werzer, Tel. +43 (0) 5 0100 Ext. 11286, E-mail:
Thomas Sypmmerauer, Tel. +43 (0) 5 0100 Ext. 173286, E-mail:
Josef Narekes, Tel, +43 (0) 5 0100 Ext. 16878, E-mail:

L,
]

K

Thiz release is alse available on out website at in the news section.
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Net interest income g
Risk provisions for laans and advancég%
Net commission income i
Net trading result
General administrative expenses
Result from insurance business L
Other operating result
Pre-tax profit for the period ”53
Taxes on income N
Profit for the period !
Minority interests e
_Net profit after minority interests !

g Al

]
b

{ 1/1 - 30/06/05

+/-%

1,369.5
(209.9)
817.0
105.2
(1,323.1)
26.9
(9.4)
576.2
(139.5)
436.7
(101.0)
3357

8.2
4.0
13.1
29.5
6.2
(44.2)
80.4
26
14.0
25.4
(2.1)

in EUR m ‘

Assets " 31/12/05 %
Cash and balances with central banks _: 2,728 (2.6)
Loans and advances to credit instituticﬁ{%& 16,858 18.0
Loans and advances to cusiomers ® 80,419 5.0
Risk provisions for loans and advances) (2,817) (1.8)
Trading assets : 5,426 (0.3)
AfS & assets through profitand loss | 18,644 (2.1)
Financial investments 23,611 71
Intangible assets 1,911 (0.6)
Tangible assets - 1,688 (2.1
Other assets 4,192 (17.0)
Total assets ki 152,660 5.0
y

Liabilities and shareholders’ equity * 31/12/05 +I-%a
Amounts owed to credit institutions ' 33,911 5.9
Amounts owed to customers L 72,793 8.9
Debts evidenced by certificates 21,291 (10.8)
Provisions s 8,635 2.3
Other liabilities 3; . 5,279 1.4
Subordinated capital Y 4,230 0.1
Total equity % 6,461 39.9
thereof shareholders’ equity p 4,129 66.3
thereof minority interests ; 2,332 {8.9)
152,660 5.0

Total liabilities and shareholders’ equity

e

Percentage changes in financial figures between two finanial periods may differ slightly from non-rounded rates of change

i

R
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OVERVIEW

! Central and Eastern | International Busi- ! i
) |
\

j Corporate Centre
' Europe | ness ] ‘

{in EUR m H1 2005 | H1 2005 H1 2005 #1 2005 |

| Net interest income 772.8 532.8 75.1 (10.9) |

1 Risk provisions for loan and adv, (168.3) (31.9) (9.9) 0.2 ;
Net commission income 3385.2 225.4 15.8 (18.4)

i Net trading resuit 57.4 45.8 0.2) 2.1
Generzal administrative expenses (815.1) (472.2) (17.8) (17.9) |
Income from insurance businass 231 3.8 0.0 Q.0 é
Other operating result 0.5 7.4 2.3 (18.8) |
Pre-tax profit for the period 265.3 311.1 65.2 (65.4)

{ Taxes on income (67.8) (71.4) (18.7) 18.4
Minority interests (74.8) (13.3) 0.0 (12.9)
Net profit after minority intcrests 122.7 226.4 46.5 (59.9)
Average risk-weighted assets 45,668.8 15,120.9 6,308.4 321.8
Average attributed equity 1,938.4 1,148.6 479.6 245
Cos¥income ratio 65.3% 58.5% 19.7% n.a
ROE based on net profit 12.7% 39.4% 19.4% n.a.

i Thereof funding costs (32.4) (32.2) 0.0 (10.4) |

: TOTAL 5
i o ‘+ Erste Bank Group
in EUR m “ H1 2005
Net interest income gi 1,369.5
Risk provisions for loan and adrances (203.9)
Net cormmission income 1 617.0
Net trading result : 105.2
General administrative expensis {1,323.1)
Income from insurance business 26.9
Other operaling result (9.4)
Pre-tax profit for the period ¢ 576.2
Taxes on incomea “f" (139.5)
Minority interests s {101.0)
Net profit after minority Inte:-*%sts 335.7
Average risk-weighted assets _?3* 67,420.0
Average affributed equity % 3,592.0
Cost/income ratio R ; 62.5%
ROE based on net profit < ; 18.7%
Thereof funding costs R ] (75.0)
s Page 16 of 17
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Savings Banks

Retsil and Mortgage ‘ Large Corporates

kS

Trading and invest-
ment Banking

{
Jin EUR m

[ ORI AUV S

_H1 2005 |_H1 2005 H1 2005
| Net interest income 4091 257.3 332!
’ Risk provisions for loan and adv. (86.8) (52.8) (28.9) 0.0
; Net commission income 167.6 154.5 35.4 | 37.8 J
i Net trading rasult 7.8 5.0 43.9;
| General administrative expenses (412,8) (314.6) (45.3) |
} Income from insurance business 0.0 231 0.0
{ Other operating result (4.4) 5.3 (1.4)
l' Pre-tax profit for the perlod 80.6 77.9 68.3 |
j Taxes on income (21.6) (18.8) (17.9) :
Minotity interests (58.3) (11.7) 0.0}
Net profit after minority Interests [icsbiiedys 0.7 47.4 50.4
1l S
Average risk-waighted assats i 23,453.7 12,0231 6,530.0 3,662.0
Average aftributed equity 249.5 914.1 496.4 278.4
Cosvincome ratio 70.6% 71.5% 39.0% 39.4%
ROE based on net profit 0.6% 10.4% 9.7% 36.2% |
I
Thereof funding costs (7.5) ; (16.4) ; (7.8) {0.8) |
h
i
CE&TRAL AND EASTERN EUROPE
Czech Hepu}llic Slovakis Hungary Croatia Serbla
11 H1 H1 H1 H1
inEUR m 2005 2005 2005 2005 2005
Net interest income 285.3 92.8 97.6 57.1 .
Risk provisions for loan and adv., (153.4) (5.1) (9.2) (4.3) -
Net commission income 144.7 414 297 10.0 -
Net trading result 21.6 7.5 17.4 {0.6) -
General administrative expensas (2657 3) (83.9) (86.7) (34.3) -
Income from insurance business zz.*'?us 0.0 0.0 0.0 -
Other operating resuit 424 (2.5) {10.3) (1.9) -
Pre-tax profit for the pariod 196.8 49.9 38.5 25.9 -
Taxes on income (52.6) (6.5) (7.4) (4.9) -
Minority interests {3.6) 0.0 (@.1) (8.8) -
Net profit after minority inter- 3
asts 139.6 43.4 311 12.3 -
&
Average tlsk-weighted assets 8,653.0 2,181.2 2,180.7 2,085.9 -
Average attributed equlty 627.9 165.8 166.8 150.3 -
Costlncome ratio 58‘?% 59.4% 59.9% 51.7% -
ROE based on net profit 42:4% 52.4% 37.4% 15.5% -
b
Thereof funding costs (1??;;‘.5) (8.2) i (10.2) (2.3) )
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Chief Officer of Internat;bnal Corporate Finance C’tl gat o

International Corporate F,mance Division De\/\/e ROge rson
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Please find attached two pregs releases from Erste Bank. The first relates to an acquisition in Ukraine and the
second is the bank’s H1 resudts release.

[
Kind regards, X
i
Lucie Holloway
Citigate Dewe Rogerson  ;
¥
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INVESTOR INFORMATION Vienna, 28th July 2006

Erste Bank enters th{ Ukrainian market through
the acquisition of 50}55% of Bank Prestige

Erste Bank der oesterreichischen szirkassen AG is entering the Ukrainian market with the acquisition
of a majority (50.5%) stake in Bank Prestige for UAH 178.3 mn (EUR 27.7 mn/USD 35.3 mn). Based on
a shareholders’ equity of UAH 299, 1”’nn (EUR 46.5 mn/USD 59.2 mn) this fransiates into a price/book
multiple of 1.18. Since its creation in;December 2005, Bank Prestige has been 100% owned by its
founders, a group of Ukrainian entresareneurs with a well-established frack record in the sector.

Erste Bank and the major sharehold=rs will invest up to UAH 757.5 mn (EUR 117.8 mn/USD 150.0 mn)
each over the next 4 years in order to support the Banks’ business plan. The completion of the transac-
tion is subject to regulatory approvaiif both the National Bank and the Anti Monopoly Commission of
the Ukraine, as well as the Austrian Federal Competition Authority and Financial Market Authority. The
transaction is expected to be compleied in October 2006.

Bank Prestige was established in Degember 2005 and registered as a public corporation in January
20086. It currently has close to 100 efployees. The authorized capital amounts to UAH 300.0 mn (EUR
46.6 mn/USD 59.4 mn). As of 30 June 2006 total assets amounted to UAH 637.4 mn (EUR 99.1
mn/USD 126.2 mn).

“This semi-greenfield operation comines local expertise with international experience and gives Erste
Bank an early foothold in one of the ﬁhost promising banking markets in Central and Eastern Europe"
said Andreas Treichl, CEQ of Erste Bank. “To date, Erste Bank has successfully acquired 10 banks in
Central and Eastern Europe in varioys privatization processes. With the entry into the Ukrainian market
we aim fo prove that we can not only restructure but also establish branch networks”.

“The fact that Erste Bank has cons;s&éently become a market leader and gained considerable market
share in the CEE markets it has previously chosen to enter was a decisive factor for choosing Erste
Bank as a strategic investor. The cgmbination of experience, expertise and track record in establishing
leadership positions on both sides should represent a qualitative advantage for the new bank”, said
Olexandr Derkach, Deputy Chanrma;;,f of the Board of Directors of Bank Prestige.

The Bank will be jointly managed and supervised, combining the successful local track record of the
founders of Bank Prestige with the financial strength and expertise of Erste Bank. This cooperation will
enable the Bank to expand rapidly, thereby taking advantage of the significant long-term growth poten-
tial in the Ukraine. %

Once the transaction has been completed and after regulatory approval, the Bank is expected to oper-
ate under the Erste Bank brand. In addition, Erste Bank will provide the necessary support at all levels
to ensure the full implementation of #rste Bank Group standards.

The Bank has a full service licence a’nd will operate as a universal bank, focusing on both corporate
and retail business. It plans to develep a country-wide distribution network within the next two years and
targets a market share of above 4% by total assets in the medlum term.
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Expansion into the Ukraine further sirengthens Erste Bank's long-term growth prospects. The Ukrainian
banking sector has developed stronq!y in recent years: within the first 6 months of 20086, total sector
assets increased by 18% driven by pyivate household demand for credit. In the same period, the total
credit volume lent by UKrainian bankg increased by about 47%. In 2005 banking assets rose by 59% to
50% of GDP at year-end 2005, up frém 39% of GDP in 2004.

Erste Bank is confident that the com‘éination of a semi-greenfield operation with highly experienced
partners represents the best risk/retiin profile in terms of entering the Ukrainian market. Furthermore
Erste Bank is convinced that its cust’ mers and shareholders will benefit from new expansion in the

region.

CMS Cameren McKenna and Maglster & Partners acted as Legal Advisors, Dragon Capital as Finan-
cial Advisors to Erste Bank in the traﬁsactlon

:sl

i

R AR ) R

A

Exchange rate as of 28/07/20086: 1 USLE= 5.0500 UAH
Exchange rate as of 28/07/20086: 1 EUR 6.4322 UAH

?‘ri’or more information, please contact:
.é Erste Bank, (nvestor Relations
Graben 21, 1010 Vienna, Austria, Fax: ++43 (0) 5 0100 Ext. 13112
Gabriele Werzer, Tel. +43 (0) 5 0100 Ext, 11286, E-mail: gabriele. werzer@erstebank.at
Thomas Sommerauer, Tel, +43(0) 5 0100 Ext. 17326, E-mall: thomas.sommerauer@erstebank.at
Josef Kerekes, Tel, +43 (0} 5§ 0100 Ext. 16878, E-mail: josef kerekes@erstebank.at

&

This release is also available on oulfiwebsite at http:/iwww.erstebank.com/investorrelations in the news section.
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Erste Bank strongiy f oosts first-half earnings

FINANCIAL HIGHLIGHTS":

g

« Net interest iricome rose from‘af'UR 1 369.5 milllon to EUR 1 ;481.8 million (up 8.2%%)

» Net commission income. grewffrom EUR 617:0 millien to EUR 697.7 million (up 13.1%)

. Operatmg mcome increased frbm EUR 2,118, 6 mllllon to EUR 2, 330 7 m}lhon (up 10 0%)
6.2%)

= Operating result improved from EUR 795.5 million to EUR 925.8 million {up 16.4%)

* Pre-tax result climbed from EUR 576.2 million to EUR 706.6 million (up 22.6%) -

* Net profit after taxes and mm%rltles advanced from EUR 335.7 million to EUR 448.7 million (up o
33.7%) ~

» The cost/income ratio lmprOVEzd from 61.8% in the: 2005 financial year to. 60 3% ln the first:half:of:...
2006 :

» Return on equity in the first ha?‘ of 2006 (after the caprtal increase) was 13 9% cempar_ -t} t618;
in the full year 2005

» Total assets expanded from EUR 152.7 billion at end-2005 to EUR 160.2 billion (up 5. 0%).

e Earnings per share rose from EUR 1.40 to EUR 1.52,

* The Tier 1 capital ratio at 30’ June 2006 was 9.8%. (versus 6.8% at the end of 2005) and the sol-
vency: ratio. was, 13: 5% (comp,fed to 11 O% at end -2 ,}‘v:'the Iegally required minimum is:8:0%) -

) Compansons are with the six morr&hs ended 30 June 2005 unless stated otherwise.

Summary of business performangp

In the first six months of 2006 Erste ‘Bank posted net income of EUR 448.7 million, up 33.7% on the
same period last year. “With our excgllent first-half results we have reached another milestone on our
impressive growth path,” commented Andreas Treichl, CEQ of Erste Bank. “The significance of our

15 million strong retail customer base was highlighted in times of increased capital markets volatility.
They enable us to comfortably compensate for any shortfalls in trading income with gains in net interest
and net commission income. In addiion an improvement in the interest rate environment and the immi-
nent completion of the BCR acqulsmon make us highly confident about the second half of 2006" Treichl
added.

R

LT

' Ersle Bank Serbia has been included In Erste Bank’s r?ﬁnsoﬂdeked financial slalements since 9 August 2005 (the acquisition's closing date}. Two Internationa!
Financial Reporting Standards revised by the Inlemaﬂunal Accounting Standards Board ~ IAS 32 (Financial Instruments: Disclosure and Frasentation) and 1AS 39
(Financial instruments: Recognition and Measuremenf, must be applied from 1 January 2004, The revisions primarily affect the presentation of securiles busi-
ness and of loan valuation, as wel) as the reporting of H}'brld capital. All prior-year data and rates of change shown reflect the restatement of the old data in accor-
dance wilh lhese revised standards. Details on these g‘\anges were described on 3 May 2005 and 6 December 2005 that are available on the Erste Bank website
(erstebank).
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Total operating income grew by 10, D% to EUR 2,330.7 million, despite a market-induced lower net trad-
ing result. This was significantly ahegd of the growth in general administrative expenses, which were up
by 6.2% to EUR 1,404.9 million. Thig.ed to an operating result of EUR 925.8 million (up 16.4% from the
first half of the previous year). The c?st/mcome ratio improved from 61.8% for the full year 2005 to
60.3% in the reporting period. ;V_

As was expected, the successful cap ital increase of EUR 2.9 billion in the first quarter caused return on
equity to decrease from 19.0% in thez 2005 financial year to 13.9%. In the first half of 20086, total assets of
the Erste Bank grew by 5.0% to EUP} 160.2 billion.

4

Market entry — Ukraine u

On 28 July 2008 Erste Bank annourw °ed the extension of its successful retail business model into the
Ukraine. Followmg detailed market ¢ nalysrs Erste Bank signed a share purchase agreement for a major-
ity (50.5%) stake in Bank Prestige, v@lued at EUR 27.7 million? or a price/book multiple of 1.18.

Bank Prestige was established in Déoember 2005 by a group of Ukrainian entrepreneurs with a well-
established track record in the Ukramxan banking sector, and swiftly positioned itself as a very promising
player in the local banking market. Tp date Bank Prestige has been 100% owned by its founders. The .
bank employs some 100 staff and itg, shareholders’ equity amounts to EUR 46.5 million. As of 30 June

2006 total assets amounted to EUR’QQ 1 million.

“This deal combines unparalleled lc$:l expertise with international experience and gives Erste Bank an
early foothold in one of the most prcxmsmg banking markets in Central and Eastern Europe” said An-
dreas Treichl, CEQ of Erste Bank." $o far Erste Bank has successfully acquired 10 banks in Central and
Eastern Europe in various privatisation processes. With the entry into the Ukrainian market we aim to
prove that we can not only restructure but also establish branch networks”.

#
Erste Bank is convinced that the meiket entry with highly experienced partners is the most suitable for
the Ukrainian market, particularly in4ght of future capital expenditure requirements as well as earnmgs
potential. In addition, this move allow’s Erste Bank to better service its existing clients with business in-
terests in the Ukralnlan growth markgt.

5
Outlook 1,
Erste Bank reaffirms its group financial targets announced at the acqulsntlon of Romania’s largest bank,
Banca Comerciala Romana (the transaction is expected to close in September 2006). For the period
from 2005 to 2009, Erste Bank's management forecasts average annual growth of more than 20% in net
profit after minority interests. A cost/income ratio of less than 55% is targeted for 2009. As a result of the
sharp rise of almost 70% in equity osgprtai resulting from Erste Bank's capital increase at the start of
2006, return on equlty will decreasen this financial year, However, it should then advance again, o bet-
ween 18% and 20% in 2009. For 2@76 the management expects an increase of more than 20% in net
profit after minority interests, exciud§, g any contributionfrom BCR.

P
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2 UAH/EUR exchange rate as per 28 July 2006: 1 EUR % UAH 6.4322.
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I. FINANCIAL RESULTS IN DETAI

1M - 30/6/05 %-Change
1,369.5 8.2
-209.9 4.0
617.0 13.1

105.2 205

_ -1,3231 62
26.9 -44.2

9.4 90.4

576.2 22.6

335.7 33.7

:

in EUR million
Net interest income RS
Risk provisions for loans and advancesr )
Net commission income 4 ﬁ

Net trading result B—

_General administrative exp_enses 3 o
Insurance business . ]
Other operating resuit Ky
Pre-tax profit
Net profit after minority interests !

A

Net interest income b

The first half of 2008 was charac‘zermed by an upward trend in interest rates and strong loan growth, par-
ticularly in the retail segment. At th@: ‘central and east European subsidiaries, for example, loan volumes

rose by 11.2% compared to year-end 2005.

Net interest income increased by 8. 2% from EUR 1,369.5 million one year earlier to EUR 1,481.8 million,
a further acceleration of growth comipared to the first guarter. Improvements were registered across vir-
tually the entire group. Only the Haf%ungsverbund (cross-guarantee system) savings banks recorded a

small decline. ,

The net interest margin was stable rh the first six months at 2.07% compared to the full year 2005, both
in Austria (at about 1.6%) and in C% tral and Eastern Europe (at approximately 3.5%).

Net commission income 1

in EUR million : 11 - 30/6/05 %-Change
$

Lending business 5 85.4 -4.1
Payment transfers % 231.7 9.3
Securities transactions B 175.4 356
Investment fund transactions 71.4 54.2

__ Custodial fees " 245 |- 8.6
~_Brokerage B %, 795  27.2

insurance business o B s 380 | _ -7.1
Bu:ldmg society brokerage I 16.8 -1.9
Foreign exchange transactions . L 18.9 -1.1
‘Other - 41.8 9.1
Total i T 617.0 13.1

A sustained positive developmeant \g?as also seen in net commission income, which rose by 13.1% from

EUR 817.0 million to EUR 697.7 ml‘l(on

B
3
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The main driver of this growth was tte securities business, where income expanded by 35.6% to
EUR 237.8 million; income from payments services also rose, increasing by 9.3% to EUR 253.3 million.

In Central and Eastern Europe commxssson income from lending business trailed the figures recorded in
the same period last year, mainly due to a change in accruals policy in the fourth quarter of 2005.

Overall, the increase in Austria (mc.x 1ing the International Business and Corporate Centre segments), at
14.5%, was higher than that in Central and Eastern Europe, at 10.7%.

&
2
R

Trading result ¥

As was foreseen, the sharp deterloratlon in market conditions during the second quarter of 2006 meant
that the first quarters extremely hlgh net trading result could not be sustained. Nevertheless, in the com-
parison of the first six months of 2008 with the first half of 2005, the excellent showing in this year's first
quarter still resulted in an unusually $trong increase of 29.5% to EUR 136.2 million, due mainly to foreign
exchange transaction income. The s ‘Iecuntbes and derivatives business saw a dip because of the nega-
tive market environment during the s;jecond guarter of 20086.

Insurance business

A significant drop of 44.2% from EUR 26.9 million to EUR 15.0 million occurred in profits from insurance
business. This is explained by the negative effect of rising interest rates on unrealised and realised
valuation results. In addition, the insurance business had posted unusually positive resuits in the second
quarter last year, making a repeat p&rformance especially against the backdrop of a more challengmg
market envircnment unlikely, &

¥

%
&
General administrative expenses?

l
in EUR million " 11 - 30/6/05 %-Change
3§
Personnel expenses ; 761.4 8.1
Other administrative expenses ! 3944 | 4.9
Subtotal 1,155.8 7.0
Depreciation and amaortisation 167.3 0.7
Total 1,323.1 ) 6.2

Total general administrative expenses rose by 6.2% in the first half of the year, to EUR 1,404.9 million
from EUR 1,323.1 million. The increase in Central and Eastern Europe was 12.8%, mainly as a conse-
quence of exchange rate movements and the first-time consolidation of Erste Bank Serbia, where re-
structuring costs figured prommentiy Excluding these two factors, growth in Central and Eastern Europe

amounted to only 6.6%.

- T
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.- InEUR  million 111 - 30/6/0S %-Change
Personnel expenses 553.8 5.6
Other administrative expenses 211.0 | 1.7
Subtotal _ 764.8 36
Depreciation and amortisation % 86.1 6.8

Total i 850.9 2.5
I
g
General administrative expenses ~ CPntral and Eastern Europe
g2
in EUR million 1 11 - 30/6/05 %-Change
Personnel expenses t_ 207.6 14.6
Other administrative expenses Y 183.4 12.4
Subtotal 381.0 13.6
Depreciation and amortisation 2 81.2 8.7
Total . ; 472.2 12.8
B N O ke D\ T .
N ‘=A’r

S S TR TS

gwr
EUR 761.4 million to EUR 822.7 miliion. The fact that the increase in Central and Eastern Europe was
visibly higher (at 14.6%) is attributable mostly to necessary adjustments of salaries to markset levels. An-
other significant factor was the initigll consolidation of Erste Bank Serbia, which resuited in
EUR 5.0 million of restructuring cos{s for staff reduction measures being included in the first half of 2006.
Excluding the consolidation effect of Erste Bank Serbia (including the above-mentioned restructuring
casts), total personnel expenses increased by 6.8%, with those in Central and Eastern Europe rising by
9.9%. The release of provisions in the prior-year period additionally distorted personnel expenses in Aus-

tria.

250 S 2R

Employee count’

t
i 31/12/05 %-Change
Domestic inc. Haftungsverbund savings banks 14,757 0.3
International . 21,393 0.7
Ceska spofitelna Group 10,755 -0.5
Slovenska sporitelha Group o 4836 | 1.2
Erste Bank Hungary Groun & u 2,551 7.0}
Erste Bank Croatia 1,604 4.6
Erste Bank Serbia : 915 -14.6
Other subsidiaries in CEE and foreign branches 732 3.4
Total N 36,150 0.5
3 End-of-period bl
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Group staff count remained almost unchanged in the first half of the year. The slight growth of 0.56% to a
new total of 36,348 employees represented primarily the expansion of the branch network in Hungary
and Croatia as well as the transfer o;_ about 100 freelance staff into permanent employment in Hungary,
due to a change in the legal framewgrk.

Ky
Other administrative expenses grew}by a moderate 4.9% from EUR 394.4 million to EUR 413.7 million,
with the increase coming solely fronithe central and east European subsidiaries (up 12.4%) while the
rest of the Group recorded a decrease of 1,7%.

Although office space expenses mcr:éxased IT expenses, the largest cost item within other administrative
expenses, were almost unchanged. ‘;«/arlous project-related expenses also contributed to the expansion
of other administrative expenses, whﬂe consulting costs declined.

The depreciation charge was nearly_.g,constant, at EUR 168.5 million (up 0.7%). This reflects the more
conservative approach tc capital expenditure in recent years.

Risk provisions for foans and adv%nces

Net additions to risk provisions for loans and advances registered a small increase of4 0% in the first six
months of 2006 up to EUR 218.3 milfion from EUR 208.9 million. The major reason behind this increase,
in addition to strong loan growth acrbss Central and Eastern Europe, is that net new provisions for
Ceska spofitelna during the first halﬁof 2005 were atypically low as a result of releasing the final instal-

ment of the general reserve. ‘

Other operating result i

QOther operating resuit improved froriﬁ EUR -8.4 million to EUR -0.8 million. This was due to a combina-
tion of higher write-downs on equity interests in the prewous year and on lower expenses for deposit
insurance in 2006, due to Ieg|slat|ve(changes particularly in Slovakia.

3.

Il. FINANCIAL RESULTS IN THE QEECOND QUARTER OF 2006

The net profit of EUR 209.1 million after minority interests achieved in the second quarter of 2006
marked the second highest quarterly earnings ever recorded by Erste Bank (first quarter:

EUR 239.6 million). This was dnver 20y significant increases in both net interest income and net commis-
sion income. The voiatile net tradingdd: asult, which is sirongly dependent on short-term capital markets
conditions, decreased after the excaptionally good first quarter.

Net interest income grew by 4.7% from EUR 724.0 million in the first quarter to EUR 757.8 million in the
second, and net commission mcomu added 3.9% to the first-quarter level of EUR 342.2 million for a new
total of EUR 355.5 million. i

By contrast, amid the unfavourable market conditions, the net trading result halved in the second quarter
from the extremely high first-quarter, level of EUR 91.2 million to EUR 45.0 milfion. All segments were
affected by the decline. .

3
Income from insurance business waﬁg virtually steady at EUR 7.3 million, total operating income in the
second quarter reached EUR 1, 165 6 million, almost exactly the same level as in the preceding quarter

(EUR 1,165.1 million).
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General administrative expenses we re up 2.5% at EUR 711.0 million {first quarter: EUR 693.9 million).

Within this item, personnel expenses rose from EUR 407.0 million to EUR 415.7 million (owing partly to

restructuring costs at Erste Bank Sepbia) and other administrative expenses increased from

EUR 201.7 millien to EUR 212.0 mllhon depreciation meanwhile declined from EUR 85.2 million to

EUR 83.3 million. 4

Operating result in the second quad'%r at EUR 454.6 million, was thus 3.5% lower than in the first

(EUR 471.2 million); as already mermoned this reflected primarily the decrease in the volatile net trading

result. 7z
B

The cost/income ratio deteriorated s‘f!’ght!y to 81.0% from the first quarter's 59.6%.

Net additions to risk provisions for |Oans and advances, at EUR 109.2 million, were at the level of the
preceding quarter.

There was a tangible deterioration II’E other operatlng result from EUR 18.3 million to a negatlve

EUR 18.2 million. This was due to the absence In the second quarter of gains realised in the first quarter
from income from private equity business and a lower result from the revaluation and sale of securities.

S
lil. MAJOR POST REPORTING Di‘i'ﬁE EVENTS

.,-;—.,n,.»’, T

Market entry — Ukraine

As reported on 28 July 2006, Erste Bank acquired a controlhng interest in Bank Prestige. Details on the
transaction were published in a separate press release, which is available for download at

(www.erstebank.com). ;
A

Employee share ownershlp plan ~§ capltal increase of 0.9 million shares

Since its initial public offering in 1993 Erste Bank has continually expanded its employee share owner-
ship plan (ESOP). Thus, since 2002, employee shares have regularly been offered for subscription un-
der capital increases approved by the respective Annual General Meeting.

Under the ESOP 2008, between 8 May and 19 May 2008, the employees of the Erste Bank acquired a
total of 479,524 shares. The price p'er share amounted to EUR 39.00, and was computed by applying a
20% discount to the average share price in the month of April. Ina pamcularly welcome trend, subscrip-
tions by staff of the subsidiaries in Central and Eastern Europe almost doubled from last year, {o ap-
proximately 205,000 shares. %

Also, under the management share*ophon plan (MSOP) launched in 2002, a total of 348,236 shares
were subscribed for in April 2006 by the management of the Erste Bank at an exercise price of

EUR 16.50 per share (taking into account the 1-for-4 stock split in 2004). Additionally, under the MSOP
launched in 2005, a further 85,855 shares were subscribed for between 2 May and 12 May at an exer-

cise price of EUR 43.00 per share
q

The shares under both management stack option plans are subject to a holding period of one year.

B
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"We are pleased that our group's staff especially in Central and Eastern Europe, are using the employee
share ownership plans to take such * § large stake in the bank and its success. Going forward, we remain
commltted to our goal of steadily incssasing the number of employees who are Erste Bank sharehold-
ers,” affirmed Andreas Treichl, Chief:Executive Officer of Erste Bank. Employees and management now
own almost 2% of the shares of Erstg Bank.

Ra R A i UL T S

A total of 913,615 new shares were lesued in 2 capital increase from contingent capital. This raised the
number of Erste Bank shares in |ssue from 308,032,560 to 308,946,175 in the second quarter. The new,
no-par-value shares will be listed in Vlenna from 31 July 2008, whlle they will be listed in Prague within
the next few days. ®

4\

New shareholder structure in Serb:a and Croatia

With effect from 31 July 2006 the ownershlp structure of Erste Bank Serbia and Erste Bank Croatia is

changing. Steiermérkische Sparkasss, as Erste Bank's partner for Southeastern Europe, is acquiring
28% of the shares of Erste Bank Se%ola In exchange Erste Bank receives 3% of the shares of Er-

ste Bank Croatia. The new ownersh:p structure in Serbia is; Erste Bank 73.99%, Steiermarkische Spar-

kasse 26.00%, free float 0.01%. In C}roatla the new shareholder structure is: Erste Bank 54.43%,

Steiermarkische Sparkasse 40.98%, free float 4.59%.

Pooling of purchasing activities .

Erste Bank as part of its group projeéts, will combine all purchasing activities of the group, as well as the
group s facility management and conduct these activities via a dedicated company Procurement Ser-
vices GmbH, also known as “s Prosgxrv The intention is fo reap synergies within the Group and imple-
ment quality improvements. i

L
35 units of Erste Bank will transfer thelr procurement and facility management functions to this company,
which will be responsible for the ent;re group's strategic procurement and the associated back office
functions (such as purchase order management and accounts payable) as well as facility management.

s Proserv will be 99.8% owned by Erste Bank and 0.2% owned by IT Holding (a company representing
the service interests of the savings banks, particularly in IT and procurement) and will employ more than
300 people. In the national markets of Erste Bank, s Proserv will be represented by wholly-owned sub-
sidiaries. Romania’s Banca Comerciala Romana, after the closing of the acquisition, will also outsource
its corresponding activities to this ¢ h*npany s Proserv began operating in Austria on 1 July 2006 and will
commence operations in Central anei Eastern Europe at the start of January 2007.

This amalgamation of activities is seﬁc to generate savings equivalent fo 10% of the volume of directly
controllable purchasing. As already announced, this will translate into annual, P&L effective savings of
EUR 55 million in 2008, Furthermore this initiative is expected generate additional savings potential be-
yond 2008.

i
As part of the bundling of the group’s procurement actitvities, Erste Bank entered into a contract with
management, technology and outsrs’lrcmg service provider Accenture covering the oursourcing of pro-
curemeni-related business procese!;e Hence, Erste Bank wiil outsource ali purchasing aclivilies for non-
strategic goods and services, ranging from order management tc acconts payable administration.

Ky
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IV. BALANCE SHEET DEVELOPME:NT

5?
in EUR million ; 31/12/05 %-Change
Loans and advances to credit mstttutlor?s 16,858 18.0
Loans and advances to customers * 80,419 5.0
Risk provisions for loans and advances: -2,817 -1.6
- Securities and other financial lnvestments 47,681 2.7
Other assets & 10,519 -7.9
Total assets 4; 152,660 5.0
in EUR million '«'; 31/12105 %-Change
Amounts owed to credit institutions 33,911 5.9
‘Amounts owed to customers 72,793 6.9
‘Debts evidenced by certificates, mcludmg subordinated
capital % 25,581 -9.0
Other liabilites e e ] 13,914 o 1.9
Tota| equity _ W 6,461 | _ 38.9
‘Shareholders’ equity A _ 4,129 66.3
‘Minority interests o 2332 -6.9
K 152,660 5.0

Total liabilities i

In the first half of 20086, total assets of the Erste Bank increased by 5.0% from EUR 152.7 billion to

EUR 160.2 biliion.
:

Loans and advances to customers ‘—ﬁao rose by 5.0%, from EUR 80.4 billion to EUR 84.5 billion, thanks
in large part to the high growth in retail lending in Central and Eastern Europe. The loan podfoho of the

central and east European subsidiagies grew by 11.2% to EUR 20.1 billion. Risk-weighted assets as de-
fined by Section 22 (2) of the Austrian Banking Act (BWG) expanded by 5.6% in the first half of 2008, to

EUR 79.2 billion. T

Risk provisions far loans and advances remained almost unchanged at EUR 2.8 billion.

Compared to the end of 2005, iotal mvestments in securities and other financial assets were almost un-
changed. The total of trading assets; assets at fair value through profit and loss and available-for-sale
assets, and financial investments ro*ee from EUR 47.7 billion to EUR 48.0 billion. The l[argest increase
occurred in longer-term investments in bonds. At 30 June 2006, assets at fair value through profit and
loss and available-for-sale contalned a fair-value portfolio of EUR 4.5 billion and an available-for-sale

portfolio of EUR 13.7 billion. ;1

On the liabilities side, total amounts owed to customers increased by 6.9% from EUR 72.8 billion to
EUR 77.8 billion, with the expansion in savings deposits (by 6.4% to EUR 41.3 billion) resulting mainly
from a reclassn’matlon of certain deggpsm products previously reported under other customer deposits.

VYo
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The retail deposit business grew strongly in Austria and Central and Eastern Europe. Deposits in sub-

sidiaries reached EUR 29.5 billion, q’;rise of 11.3%.

Erste Bank's own issues of debt ins%?'uments (the total of debts evidenced by certificates and subordi-
nated capital) reduced by 9.0% froni EUR 25,8 billion to EUR 23.3 billion.

In the first half of 2006, debts eviderced by certificates decreased by 10.8% to EUR 19.0 billion, due
mainly to the redemption of short-teim certificates of deposit and commercial paper at Erste Bank.
Following the capital increase by Erg’%‘.e Bank in January 20086, total capital rose by 39.9% as at 30 June
2006. Specifically, shareholders’ eqility increased by 66.6% to EUR 6.9 billion, while minority interests
contracted by 6.9% to EUR 2.2 billign. Because of the rise in interest rates, the revaluation reserve for

the available-for-sale portfolio had & negative effect both on shareholders' equity (although outweighed
by the effect of the capital increase)@nd on minority interests.

The total eligible qualifying capital ¢f Erste Bank at 30 June 2006 as defined by the Austrian Banking Act
was approximately EUR 11.1 billion:{(2005 year-end: EUR 8.6 billion). The cover ratio based on the legal
minimum requirement at the same date (EUR 8.8 billion) was 164% (2005 year-end: 135%).

Tier 1 (core) capital at 30 June 200&; was approximately EUR 7.8 billion (31 December 2005 year-end:
EUR 5.1 billion) and the Tier 1 capitdl ratio was.8.8% (2005 year-end: 6.8%).

The solvency ratic at 30 June ZOOGE;Jnder' the Austrian Banking Act was 13.5%, significantly higher than

the legally required minimum of 8.0%.

Following the acquisition of BCR, Wf\ich is expected tto close in September of 2006, these rates will de-

cline.
o ®

V. SEGMENT REPORTING*

Rpemy =

Austria -

The highly pesitive trend in the Ausfiia segment in the second quarter followed on from the good earn-
ings result in the first quarter. The sggment’s net profit after taxes and minority interests rose by

EUR 50.7 million (41.3%) compared to the first half of 2005, from EUR 122.7 million to

EUR 173.4 million. This resuit was driven by continued strong fee and commission business (up

EUR 61.4 million or 15.5%) and significant growth — especially in the first quarter of this year —in the net
trading result (Trading & Investmeny Banking segment), which rose by 37.4% from EUR 57.4 million to
EUR 78.9 million. While operating i#icome was lifted by 4.1 % from the year-ago figure, the 2.1% (or
EUR 17.2 million) rise in general administrative expenses was modest.

The operating result in the first half bf 2006 rose by EUR 34.1 million or 7.9% to EUR 467.2 million, with
all sub-segments contributing to thi§ increase. This growth also had a positive effect on the cost/income
ratio (first half of 2006: 84.0%, first half of 2005: 65.3%). The decline in insurance income from

EUR 23.1 million to EUR 10.5 million resulted from an exceptionally high base of prior-year revaluation

gains from the investment portfolio in the insurance business. Higher unrealised appreciation of securi-

ties not held for trading and gains fﬁgm the sale of equity interests led to an increase in other operating

2

)
'y
“ The published results of the individual group entities r$f}'mot be compared directly to the results In (he segmental analysis. For instance, piopanionai iunding costs

are allocated 1o the subsidiaries in Central and Easter:n' Europe In the segment data.
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" was 38.6% andreturn on equity roéﬁ:’markedly from 9.7% t0 16.6%. --———— ==

result from EUR 0.5 million to EUR§7.1 million, Return en equity rose from 12.7% to 16.8%, exceeding
the target return of 15%.

gl

TR AR

Savings Banks
Compared to the first half of 2005, =t profit after taxes and minority interests grew by EUR 0.7 million to
EUR 4.7 million. Net commission irigome (particularly in securities business) increased significantly from
the first half of 2005, by 11.9% (up EUR 20.0 million). This, in combination with a moderate rise in gen-
eral administrative expenses (up EUR 3.2 million or 0.8%), improved the operating result by 4.0% rela-
tive to the prior-year period, from EUR 171.9 million to EUR 178.8 million. An increase in other operating
result from a negative balance of EQJR 4.4 million to a positive EUR 10.3 million was attributable mainly
to higher realisation gains on securkies not held for trading. The cost/income ratio improved from 70.6%
to 69.9% and return on equity rose {o 3.0%.

X

5,

Retail & Mortgage g

The retail business continued to pegform well, with net profit after taxes and minority interests advancing
by a further EUR 6.1 million (12.8"/{%‘ from EUR 47.4 million to EUR 53.5 millicn. This was due mainly to
growth in net commission income (tp EUR 20.5 million or 13.2%), specifically sales commissions at the
branches from equity issues and thg generally strong securities business. Increased lending volumes
meant that net interest income was:maintained at the year-earlier level despite strong competitive pres-
sures on deposit margins. Another gratifying development was the noticeable acceleration in deposit
growth (8.8%), compared to the previous years; deposits reached EUR 10.2 billion at the end of the re-
porting period. A decrease in insurance profits from EUR 23.1 million to EUR 10.5 million (down 54.4%)
is explained by the high gains fromthe investment portfolio in the second quarter of 2005, which were

not repeated this year because of Igss favourable market conditions.

The decrease in other operating re%lt was caused by a change in the scope of consolidation as well as
by the recognition of impairments in the portfolio of assets grouped under "Fair value through profit and
loss and available-for-sale”. Genera! administrative expenses, up marginally by 1.0% from
EUR 314.6 million to EUR 317.7 mililion, reflected the progressive business expansion at subsidiaries
(for example, in asset managemené’ in the Erste Bank’s extended home market. The operating result in
the Retail & Mortgage segment rosg’ from EUR 125.2 million to EUR 130.3 million (up 4.1%). The
cost/income ratio was improved froin the year-earlier level of 71.5% to 70.8%; return cn equity was

o :
11.2%. ;
Large Corporates 51
In the Large Corporates segment, aet profit after taxes and minority interests grew by 88.4% to
EUR 45,5 million from EUR 24.2 miliion in the first half of 2005. This reflects the successful implementa-
tion of the “"Group Large Corporates” strategy and the group-wide bundling of customer service. In oper-
ating terms, improvement was fuellgé.d largely by net commission income (up EUR 9.8 million or 27.8%
from EUR 35.4 million to 45.2 millign) and by other operating result, up EUR 13.7 million from
EUR 0.9 million to EUR 14.6 milliorx The substantial increase in net commission income was under-
pinned by a very strong result at leasing subsidiary Immorent as well as income from capital market
transactions and the project business. The significant rise in other operating result stemmed both from

valuation gains on securitised finaricings and from one-off proceeds from the sale, in the first quarter of
DANE  mf o Arivatn antiiby imvactigr? neeinnad 0 tha | arne Carnorates seameant The rastlincome ratio

Trading & Investment Banking &

Net profit after taxes and minority interests was up 38.1% from the year-earlier period, rising from

EUR 50.4 million to EUR 69.6 milligh, While the general trend in market interest rates and the flat yield
curve drove down net interest incordie from EUR 33.2 million to EUR 27.8 million, the result from fee and
commission business was very strang: net commission income grew from EUR 37.8 million to
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EUR 49.0 million, thanks predommantly to the securities business (especially in structured products) and
income from capital market transactzins. The vigoraus mcrease in the net tradmg result from

significantly higher transaction volure led to an increase of 13. 7% ln general admlmstratwe expenses
compared to the first half of 2005; this was a |larger increase than in the other sub-segments of the Aus-
tria business. On balance, the cost/mcome ratio improved from 39.4% to 37.5% and return on equity was
enhanced from 36.2% to 57.2%.

Y T

Central and Eastern Europe

it

Czech Republic
At Ceska spofitelna, net profit aﬁer axes and minority interests rose by 14.1% (EUR 19.7 million) com-~
pared to the prior-year level, from El !R 139.6 million to EUR 159.3 million. There was a pronounced im-
provement of just under 34% in operatmg result; although market interest rates remained below Euro
reference rates, net interest income jincreased by 15% in the reporting period, from EUR 285.3 million to
EUR 352.8 milhon amid an expansion in the credit portfolio. Net commission income rose by 11.8% from
EUR 144.7 million to EUR 161.8 milgon, mainly due to the performance in payments services and the
securities business. ‘ 5

-3
An increase in general administrative expenses from EUR 267.3 million to EUR 294.4 million (up 10.1%
including currency effects, but only 4‘0% on a constant-currency basis) was driven by higher deprecia-
tion and higher accrued expenses. @ther operating result contracted from EUR 22.1 million to a negative
EUR 12.3 miilion, due especially to fywer gains from securities at fair value through profit and ioss and
available-for-sale. Based on an excéllent showing on the income side, the operating result improved by
33.6% from EUR 188.0 million to EUR 251.2 million; this increase was enhanced by the favourable
movement in the CZK/EUR exchange rate (up 5.6%). The cost/income ratio improved from 58.7% to
54.0% and return on equity was 40.0%.

%‘
Slovakia "
Net profit of Slovenska sporitelfia afler taxes and minority interests saw an increase of EUR 43.4 million
or 10.9% from the first ha!f of 2005, to EUR 48.1 miflion. In net interest income, the scheduled redemp-
tion of high-yield bonds was more t¥ an offset by the stronger-than-expected expansnon in retail lending,
higher gains from holdmgs measureg at equity, and lower funding costs. Net commission income was
unchanged from the previous year:, the first-time accrual at end-2005 of up-front commission income
means that an increase in net commission income is expected for the year as a whole.

t’
General administrative expenses grew by EUR 5.1 million from EUR 83.9 million to a new total of
EUR 89.1 million. This was exp!am&?d jargely by higher personnel costs, which were parily related to ac-
crued expenses not recognised in the first half of the prior year. Contrary to earlier expectations, there
were significant increases in operating result (13.6%) and net profit after taxes and minority interests
(10.9%)-. However, a higher allocation of equity refelcting the strongly increased credit portfolio resulted
in 2 deorreses in ratirn An sAnify *r’;%“-'F’D 4% t0'42 5% the cost/income ratio imoroved from 59.4% to

L)

57.7%.

Hungary 1

The operating result of Erste Bank KHungary grew by EUR 7.8 million or 13.4% from EUR 58 0 million to
EUR 67.8 million, despite the negative trend in the HUF/EUR exchange rate, which fell by 5.8%. Net
interest income mcreased from the year—earher level of EUR 97.6 miillion to EUR 109.8 miliion, a rise of
EUR 12.2 million or 12.5%. The main contributing factor was the strongly growing loan book. The rise in
risk provisions for loans and advandes, from EUR 2.2 million to EUR 14.1 million, reflected primarily the
absence of first-time-consolidation effects that had reduced this item in 2005.

Fdi.
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Net commission income showed a ngnlflcant increase in the second quarter, owing to the already men-
tioned non-recurring effects in the fir: st quarter of this year. For the full year, a considerable gain of more
than 15% compared to twelve months earlier remains likely. The sxgnlflcant rise in general administrative
expenses can be attributed pnmarlly to higher staff and marketing costs in connection with the expansion
of the branch network. The operatmg result was up by 13.4% from EUR 58.0 million to EUR 65.8 millicn
and the cost/income ratio 1mprovedqrom 59.9% to 58.7%.

Croatia
The operating result of Erste Bank Croatla was almost unchanged on the year-earlier period, at
EUR 32.8 million (up 0.5%). A dlred? year-on-year comparison of net interest income (down 5.9% to
negative EUR 3.4 million) is compligated by the reclassification of valuation gains from bank book deriva-
tives to the net trading result. Morecver, the present stringent Iegxslatnve controls aimed at curbing for-
eign-currency funding in Croatia, which have raised the reguired minimum reserve for foreign-currency
deposits from an average of 30% ta 55%, detracted substantially from net interest income. The severe
adverse impact of these factors on trhe net interest margin could not be recouped despite good rates of
growth. o)

4
Net commission income, thanks especially to payments services and lending, grew by 30.4% from
EUR 10.0 million to a new total of FnUR 13.1 million. The growth in the net trading result derived mostly
from the reclassificaticn of derivalisdic that was referred to above. As a corollary to the expansion of the
branch network and the assoc;atedfehmng of new staff, general administrative expenses went up by
EUR 7.1 million or 20.8% from EUR 34.3 million to EUR 41.5 million. Return on equity fell from 15.5% to
11.7% and the cost/income ratio deteriorated from 51.7% to 56.0%.

}
Serbia
Since August 2005, the consolldatsg financial statements include Erste Bank Serbia. September 2005
saw the launch of an extensive trarisformation programme that will optimise operational processes and
strengthen the bank's competitive posmon in the Serbian market. Most of the reported loss of
EUR 11.3 million is associated with:the restructuring and expansion strategy pursued in Serbia. For the
financial year as a whole, a bottom% ine deficit of between EUR 15 miillion and EUR 18 million is forecast
in view of the significant detenoratl@n in the regulatory environment for the Serbian banking sector and
additional restructuring expenses. The return on equity target for 2008 (20% on a local basis) remains in
place. .

International Business ' 'k
The good performance in Internatichal Business persisted in the first half of 2006. Net profit after taxes
and minority interests improved by £UR 3.3 million or 7.0% from EUR 46.5 million to EUR 48.8 million. A
decrease in net interest income — kxought about largely by the current narrowing of credit spreads in the
syndication business — was only pﬁ 1y offset by the reduced need for ioan ioss provisions. The growlit in
net profit represented several factogs: an improvement in other operating result driven especially by par-
tial on previously fully written-off loans: securities valuation gains; and rigorous cost management. The
cost/income ratio improved slightly from 19.7% to 19.5%; return on equity eased from 19.4% to 18.1%.
Corporate Center *
The Corporate Center segment engompasses three types of items: the results of those companies which
cannot be clearly assigned to a specific business segment; consolidating entries; and one-time effects
that, in order to ensure comparabmatv, have not been allocated to a business segment.
The trend in net commission mcon'msa and general administrative expenses can be attributed largely to
changes in profit consolidation from banking support operations; general administrative expenses were
Page 13 of 17

<A

= anra



b

547 B

o

especially affected by other adminis‘?rative expenses for group projects begun in 2004 and costs of stra-

tegic group-wide activities. Net lnterest income increased mainly as a result of allocating the proceeds of
the capital increase at the end of Japuary 2006 to finance the acquisition of Banca Comerciala Romana

to this segment. The reason for the improvement in other operating result was due to the in non-

recurrance of prior-year revaluationdosses on other equity interests.

Quarterly foreign exchange summary i’

End of period rates Average rates (YTD)
Euro FX rates ' 2005 - %-Change ‘ H1 2005 %-Change
CZK/EUR 29.00«"_. 1.7% 30.17 5.6%
SKK/EUR 37.88 fv (1.2%) k 38.62 2.5%
HUF/EUR 252878 (1219%) f 247.71 (5.8%)
HRK/EUR 7. 37 1.7% 7.44 1.8%
CSD/EUR T 85. 12 (0.2%) 74.58 (16.4%)

Posilive change = appreciaiicn, negalive ,@J Age = depreciaticn
%
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¢+ For more information, please contact:
Erste Bank, Investor Relations
Graben 21,1010 Vienna, Austria, Fax: ++43 (0) 5 0100 Ext. 13112
Gabriele Werzer, Tel. +43 (0) 5 0100 Ext. 11286, E-mail:
Thomas Spmmerauer, Tel. +43 (0) 5 0100 Ext. 17326, E-mail:
Josef kerekes, Tel, +43 () 5 0100 Ext. 16878, E-mail:

.
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This release” 's also available on our website at in the news section.
“
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Net interest income y
Risk provisions for loans and advances

Net commission income é
Net trading result b
. ) kN

. General administrative expenses

Result from insurance business
Other operating resuit

Pre-tax profit for the period s
Taxes on income #
Profit for the period ¥
Minority interests &

Net profit after minority interests

1/1 - 30/06/05

1,369.5
(209.9)
617.0
105.2
(1,323.1)
26.9
(9.4)
576.2
(139.5)
436.7
(101.0)

335.7 L .

+/-%

8.2
4.0
13.1
29.5
6.2
(44.2)
90.4
22.6
14.0
25.4
2.1)
33.7

I
&)
<

in EUR m 4
Assets v 6l 31/12/05 *%
Cash and balances with central banks?& 2,728 (2.8)
Loans and advances to credit institutir L3 16,858 18.0
Loans and advances to customers ? 80,419 5.0
Risk provisions for loans and advanceé: (2,817) (1.6)
Trading assets g 5,426 (0.3)
AfS & assets through profit and loss 18,644 (2.1)
Financial investments 3 23,611 7.1
Intangible assets ‘ 1,911 (0.6)
Tangible assets 1,688 (2.1)
Other assets 4,192 (17.0)
Total assets ¢ 152,660 5.0
Liabilities and shareholders’ equity: 31/12/05 +1-%
Amounts owed to credit institutions 33,911 5.9
Amounts owed to customers 3 72,793 6.9
Debts evidenced by certificates g 21,291 (10.8)
Provisions ? 8,835 2.3
Other liabilities % 5,279 1.4
Subordinated capital T 4,290 0.1
Total equity 6,461 39.9
thereof shareholders’ equity iy 4,129 66.3
thereof minority interests 2,332 (6.9)
160; 152,660 5.0

Total liabilities and shareholders’ equity

£

Percentage changes in financial figures beMeef&:@bNo flnancial periods may differ slightly from non-rounded rates of change

L5
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Central and Eastern International

Corporate Centre

in EUR m

Net interest income

Risk provisions for loan and adv.
Net commission income

Net trading result

General administrative expenses
Income from insurance business
Other operating result

Pre-tax profit for the period
Taxes on income

Minotity interests

Net profit after minority interests

Average risk-weighted assets
Average attributed equity
Cost/Income ratio

ROE hased on net profit

Thereof funding costs

H1 2005
7726 f
(168.3) |

395.2

57.4 [
(815.1)
231}

Europe Business

H1 2005 H1 2005
532.8 75.1
(31.9) (9.9)
225.4 15.8

45.8 (0.2)
(472.2) (17.9)
3.8 0.0

H1 2005

(10.9)
0.2
(19.4)
2.1
(17.9)
0.0
(19.8)
{65.4)
18.4
{(12.9)
(59.9)

321.9
24.5
n.a.
n.a.

(10.4)

R

#

T

0.5k 7.4 2.3
265.3 § 311.1 65.2
(67.8) [ (71.4) (18.7)
(74.8) I (13.3) 0.0
226.4 46.5
156,120.9 6,308.4
1,149.6 479.6
58.5% 19.7%
39.4% 19.4% [:
(32.2) 0.0
4
L 4 TOTAL
L Erste Bank Group
inEURm e ... [Eom _H12005
[Net lnterest income @ F_ 4,369.5
{ Risk provisions for loan and &dvances (209.9)
Net commission income :’1 817.0
Net trading result g 105.2
General admlnistrative experi‘ses (1,323.1)
Income from insurance busmess 26.9
Other operating result “ (9.4)
Pre-tax profit far the perlod 576.2
Taxes on income " (139.5)
Minority interests I‘ (101.0)
Net profit after minorlty mtlmrests 335.7
Average risk-weighted assei? 67,420.0
Average attributed equity % 3,592.0
Cost/income ratic . 62.5%
ROE based on net profit 7 18.7%
Thereof funding costs . (75.0)
o
s
9
i
k1
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AUSTRIA

Trading and

Retail and Mort L. c t
stail gage arge -orporates Investment Banking

fin EURmM H1 2005 H1 2006 H1 2005

Net Interest incorne 257.3 73.0 |; 33.2
Risk provisions for loan and adv. (52.6) (28.9) ¢ 0.0
Net commission income 154.5 [ 35.4 |, 37.8
Net trading resuit 5.0} 0.7 | 43.9
General administrative expenses (314.6) {: (42.6) } (45.3)
Income from insurance business 23.4 0.0 0.0
Other operating result 5.3 0.8 ) (1.4)
Pre-tax profit for the period 77.9 38.5 68.3
Taxes on income (18.8) | (9.4) (17.9)
Minority interests (11.7) 4.9) | 0.0

Net profit after minority interests 47.4

242

1+-Average -weighted assels. .
Average atributed equity
Cost/Income ratic

ROE based on net profit

isk
r

Thereof funding costs

CENTRAL AND EASTERN EUROPE
Czech Repéblic Slovakia Hungary Croatia Serbia
rrr—— yiir KL G — e vy T
in EUR m 4005 2005 2005 2006 2005
Net interest income i 92.8 g7.6 57.1 -
Risk provisions for loan and adv. (5.1) (9.2) (4.3) -
Net commisslon income 411 28.7 10.0 -
Net trading result 7.5 17.4 (0.8) -
General administrative expenses (83.9) (86.7) (34.3) -
Income from insurance business 0.0 0.0 0.0 -
Other operating resuit (2.5) {10.3) {1.9) - \
s of-Predax-profit-for: the periogd = - e 5.3 AN -1 T e
Taxes on income (6.5) (7.4) (4.9) -
Minority interests 0.0 (0.1) (8.6) -
Net profit after minority inter- f
ests 43.4 31.1 12.3 -
Average risk-weighted assets 2,181.2 f33 { 2,190.7 2,095.9 -
Average attributed equity 165.8 |/ 166.6 159.3 -
Cost/income ratio 58.4% 59.9% 51.7% -
ROE based on net profit 52.4% | 37.4% 415.6% -
Thereaf funding costs (8.2) | (10.2) (2.3) -
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