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Erste Bank — 2Q15 Results Comment
Solid Capital Generation, Risk Costs Guidance Improved
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28.0 EUR
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Under Review CURRENT RATING

2Q15 Results Comment

Erste posted solid set of 2Q15 figs, particularly strong on risk costs side. Net
income of EUR 261mn beats consensus by 9.7%. The beat comes on risk
costs that dropped 56% y/y and -23% vs cons due to a substantial decline in
Romania and positive trend in all Austrian segments. The bank improved its
FY15 guidance for provisioning as it now anticipates risk costs to decline to
EUR 0.9-1.1bn vis a vis consensus of EUR 1.11bn.

There was no significant surprise on the top line. Net interest income slightly
declined y/y due to still low interest rate environment and expected developments
in Romania and Hungary (mainly FX conversion related effect of lower average
volume). The bank maintained its guidance for mid-single digit decline in operating
result.

Other operating result amounted to EUR -47.1mn EUR vs. EUR -1.0bn a year
ago. The significant positive change was attributable to the non-recurrence of high
negative one-off effects in 2Q14.

Erste’s fully loaded CET 1 reached 11.3% versus 10.2% in 1Q and 40 bps
above our estimate due to strong profitability and the cease of temporary
effects in 1Q15. The bank confirmed its outlook for ROTE at 8-10% in 2015.

Overall we find 2Q15 results as positive for Erste. We confirm our BUY

rating and put our TP under review mode. Erste remain our preferred bank
stock within the CEE region.

Erste Bank - 2Q15 results

EUR min. 2Q14A 2Q15A 2Q15E Cons. vy act/cons
Net interest income 1120 1113 1 095 -0,6% 1,7%
Net commision income 455 456 463 0,3% -1,5%
Other oper. result 157 141 119 -10,4% 18,3%
Operating income 1731 1710 1 683 -1,2% 1,7%
Operating expenses (933) (949) (941) 1,7% 0,8%
Operating result 798 762 743 -4,6% 2,5%
Risk provisions (432) (191) (247) -55,8% -22,7%
Pre-tax profit (781) 549 435 N/A 26,3%
Net profit (1033) 261 238 N/A 9,7%
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Legal notice concerning the presentation of investment recommendations

This document, investment advice and other economic and investment analysis (“analysis”) was prepared by the analytical department of the joint-stock company Patria Direct, a.s. (“Patria
Direct”), a licensed securities broker-dealer regulated by the Czech National Bank. Patria Direct is part of Patria Finance a.s. group (“Patria Finance”), part of this group are also Patria Online,
a.s. and Patria Corporate Finance, a.s. (all companies belonging to the Patria Finance group companies are referred to as “Patria”). In case the document or analysis was not prepared solely
by Patria Direct analysts, such persons are mentioned in such document.

Valuation:

When preparing the analyses, Patria uses generally accepted valuation methods, namely: (i) discounting future free cash flow (Discounted Cash Flow valuation, DCF), (ii) discounting of future
dividends (Dividend Discount Model, DDM), (iii) comparison in a group of comparable companies (Market-Based Valuation, MBV), and (iv) a screening system. Less frequent are some other
methods of determining a fair valuation or a target price, such as Residual Income Valuation.

DCF and DDM: the advantage of these methods is that future financial results are calculated; their disadvantage is that such forecast of future financial results is affected by the analyst's own
judgment.

MBV: this method is more independent from the analyst’s own judgment; however, it is usually based on current financial results which may differ from the future ones.

Screening system: this method is based on two dimensions: (i) assessment of potential growth and (ii) identification of an attractive value of the shares. According to the screening results,
individual sectors and titles can be sorted into a two-dimensional space which allows the assessment of their relative attractiveness.
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instruments may be different, especially with regard to (i) an investment profile of a specific Patria’s client to whom Patria provides investment advice, and also (ji) to the current or expected
future development on financial and capital markets.

Although this document and the analyses were made in accordance with the rules to avoid conflicts of interest, affiliated entities and individual Patria’s departments may realize investment
decisions that are inconsistent with recommendations or views expressed in these analyses.

Investors should therefore consider this particular analysis only as one of several factors in their investment decision.

By way of its internal rules, Patria prohibits its analysts to undertake personal transactions with investment instruments that are subject to analysis of a given analysts; i.e. it is forbidden to for
the analysts to trade on their own account with instruments to which such analysts creates an analysis of investment opportunities. In relation to such investment instruments, the analysts are
prohibited to provide investment services (with the exception of making investment recommendations). More information about the conflict of interest restrictions are listed on the website
www.patria-direct.cz, in the “Documents” section in a document “Conflicts of Interest".
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. act as a market maker in relation to financial instruments of some of the companies mentioned in the analysis (“issuer”);

. provide liquidity in relation to financial instruments of the issuer;

. received compensation from the issuer's for investment banking services;

. have a direct or indirect interest in the issuer's share capital in excess of five percent;

. have been a leading manager or co-manager of public offerings of financial instruments issued by the issuer in the last twelve months;
. have an agreement with the issuer relating to the creation and dissemination of investment recommendations; or

. notified the issuer with the analysis prior to its dissemination, or whether a given analysis was amended as a result of such notification;

are published on a webpage accessible remotely at http://www.patria.cz/stocks/research/recommendation.html. This webpage also includes a list of contracts regarding the provision of
investment services entered into with the issuer and an overview of changes in the level of investment recommendations and price targets during the past 12 months.

Patria belongs to a KBC Bank group and, unless otherwise stated in the analysis, Patria is not aware of any potential conflict of interest arising from the participation in this group. Patria created
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Analysts’ compensation:
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General information:
Despite Patria based the preparation of a document on reliable external sources, it is not liable for the completeness and accuracy of information used. Such document may be changed without
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The analyses provide general information only. They do not constitute an offer to buy or sell financial instruments. Financial instruments or strategies mentioned may not be suitable for all
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