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Market development

Sluggish growth in Europe and US

2011 started off well but from spring onwards the eurozone economy became increasingly sluggish. In the first quarter,
real gross domestic product (GDP) was still rising at a rate of 0.8 per cent, while in each of the following two quarters it
increased only by approximately 0.2 and 0.1 per cent, respectively. In the fourth quarter, the eurozone even slipped into
recession. For 2011 as a whole, GDP growth of 1.5 per cent is expected. At an average 2.7 per cent, the inflation rate
in 2011 was significantly higher than the ECB’s official target. The main cause for the rise in inflation was an increase in
energy prices.

The US economy had grown by 3.0 per centin 2010, but in 2011 growth here also slowed down again. This was mainly
due to the sharp rise in oil prices as a result of the Arab Spring, modest rises in wages and salaries and the exceptionally
high unemployment relative to US standards, all of which dragged private consumption down, especially in the first half of
the year. Moreover, the steps taken to consolidate the budget slowed the momentum down. However, thanks to the lower
rise in prices and higher capital expenditure by companies, the economy recovered in the second half of the year, with real
US GDP growing by 1.7 per centin 2011.

Diverging developments in CEE

In the Central and Eastern European (CEE) countries, which in 2010 had already somewhat recovered from the financial
crisis, achieving economic growth of 3.5 per cent, the positive trend continued in 2011. Exports continued to be the main
engine of growth while domestic demand slowed considerably almost everywhere. Public sector expenditure contributed
modestly towards economic output in light of the budgetary consolidation measures being introduced in many places. The
drag on the economy generated by events in the eurozone, however, slowed the generally positive growth in 2011.

Poland and Slovakia reported the highest growth in Central Europe in 2011. While Poland benefited once more from
robust domestic demand, achieving solid growth of 4.3 per cent, Slovakia generated a growth rate of 3.3 per cent thanks
to its strong export sector. As a result of massive cost-cutting efforts, economic growth in the Czech Republic lost momentum
somewhat in 2011, falling to 1.7 per cent. Slovenia’s weak banking sector put a strain on its growth, which consequently
amounted to minus 0.2 per cent. Hungary's strong export sector made up for its weak domestic demand, resulting in GDP
growth of 1.7 per cent.

At 1.9 per cent, GDP growth in Southeastern European countries was positive in 2011 after having suffered noticeably
from the crisis with figures of minus 0.7 per cent in 2010 and minus 5.4 per cent in 2009. Governments, however, could
do little to boost the economy in view of the strenuous budgetary constraints. Even though domestic demand remained at
a low level, it still contributed to the reduction of current account deficits. The main driving force behind a return to growth
was exports, although they also dropped.

In 2011, the economy continued to recover in the Commonwealth of Independent States (CIS). At 4.3 per cent, Russian
economic growth remained at the previous year's level, mainly as a result of the persistently high prices for fuels and other
commodities. Strong domestic demand, robust exports and a solid harvest accounted for economic growth of 5.2 per cent
in Ukraine. In contrast, economic growth in Belarus came to a virtual standstill in the second half of 2011 as a result of the
country’s economic problems.

Overall, a considerable slowdown in economic growth in Central and Eastern Europe is expected in 2012, mainly due to the
significant deterioration of the situation in the eurozone as a result of the sovereign debt crisis. Thanks to Russia acting as its
engine of growth, the CIS region is likely to continue to record the strongest growth. As a global recession is not expected,



Group Management Report Page 51

prices for commodities, especially oil, will probably remain stable, which will support the region’s economic model which
is based on exports of commodities. By contrast, Southeastern Europe is expected to record a significant drop in exports
in view of its geographical proximity to the eurozone members in Southern Europe that are under serious pressure. Within
Central Europe, Poland is forecasted to see positive economic growth in 2012, supported - as before - by largely stable
domestic demand. The other economies in Central Europe are suffering from a drop in foreign demand from the eurozone,
which will probably push them back into recession in the first half of 2012. Analysts do not expect a boost to the economy of
the CEE region as a whole until the second half of the year when the situation in the eurozone is expected to improve.

Annual real GDP growth in per cent compared to the previous year

Country 2010 2011e 2012f 2013f
CE Czech Republic 2.7 1.7 (0.2) 1.4
Hungary 1.3 1.7 (0.5) 1.5
Poland 39 43 2.8 3.7
Slovakia 4.0 3.3 0.8 2.5
Slovenia 1.4 (0.2) 0.0 1.5
CE 3.2 3.1 1.4 2.7
SEE Albania 39 2.0 2.5 3.5
Bosnia and Herzegovina 0.7 1.9 0.0 2.0
Bulgaria 0.4 1.7 1.0 2.5
Croatia (1.2) 0.2 (1.0) 1.0
Kosovo 3.9 4.0 3.0 4.0
Romania (1.6) 2.5 0.5 2.5
Serbia 1.0 2.0 0.0 1.0
SEE (0.7) 1.9 0.3 2.1
Cis Belarus 7.6 53 3.0 3.0
Russia 4.3 4.3 3.7 4.0
Ukraine 4.2 5.2 3.5 4.0
CIS 4.4 4.4 3.7 4.0
CEE 3.5 3.7 2.6 3.4
Austria 2.3 3.1 0.3 1.3
Germany 3.6 3.1 0.0 1.1
Eurozone 1.8 1.5 (0.5) 1.1

Positive trend in Austria

After the 2009 collapse in economic output (real GDP: minus 3.8 per cent), the Austrian economy performed very well in
2010 (real GDP up 2.3 per cent) as well as in the first half of 2011. This economic expansion was driven by high growth
in exports and an increase in investment. In the second half of 2011, however, growth slowed down considerably; in the
fourth quarter real GDP even declined slightly year-on-year. Nevertheless, the good first half year ensured strong growth
for the full year (real GDP: plus 3.1 per cent). These generally positive trends led to a further decline in unemployment,
which, compared to the eurozone, was already very low. In contrast, inflation rose sharply to 3.5 per cent as a result of
higher crude oil prices in the first half of 2011 and government measures, such as tax increases. Inflation, however, had
passed its peak in September (Harmonized Index of Consumer Prices: 3.9 per cent p.a.).
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Asia remains growth engine

Asia remained by far the most dynamic region in the world in 2011, although it was slowed down noticeably in the second
quarter by the events in Japan. Investments and a credit expansion fueled domestic demand in Ching, leading to a 9.2 per cent
increase in 2011 after a 10.4 per cent rise 2010. Signs of overheating, however, led to a rapid rise in inflation which was
countered by restrictive monetary policy measures. The Chinese government was equally restrictive in tackling the looming
real estate bubble. The slowdown in economic growth that has been evident since the second half of 2011 is likely to con-
tinue in 2012. India also suffered from high inflation which stood on average at more than 9 per cent in 2011. Combined
with a decrease in demand from Europe, this led to a slowdown in economic growth to 6.1 per cent in the fourth quarter of
2011, after 6.9 per cent in the third quarter and 7.7 per cent in the second quarter 2011.

Sovereign debt crisis puts a strain on financial markets

The European sovereign debt crisis had already had a negative impact on the financial markets in 2010 but the situation
only deteriorated in 2011. Following Greece and Ireland, Portugal became the third country in the eurozone forced to
resort to help from the EFSF/IMF safety net as of April 2011. While Ireland and Portugal were largely successful in imple-
menting the restructuring programs negotiated with the EU and the IMF, it became increasingly clear as 2011 progressed
that Greece would come nowhere near to meeting the targets it had agreed on for the consolidation of its budget. It soon
became evident that another “rescue package” would have to be put together to avoid a default. EU finance ministers ap-
proved this second rescue package for Greece in July; in addition to further official loans, it stipulated a “voluntary” agree-
ment by private bondholders to give up 21 per cent of their claims.

The fear that participation by the private sector would lead to a wave of contagion spreading to countries like Spain and
Italy became reality in August 2011. Measured by GDP, ltaly is the second-most heavily indebted country in the eurozone
after Greece and its government bonds came under particularly heavy pressure. Even intervention by the ECB, which
added ltalian and Spanish papers to the government bonds it was buying at the beginning of August, only gave short-term
relief. By the time the contagion reached ltaly and Spain, at the latest, the sovereign debt crisis had become systemic with
major negative effects on the whole financial sector and, in turn, on the real economy. To stop this downward spiral, euro-
zone heads of state and government agreed on a package of measures at the end of October. However, the plans for a
coordinated capitalization of the European banking sector, a leveraging of the EU safety net (the EFSF) and an increase of
the amount of claims to be given up by the private sector as agreed in the second package for Greece only led to a brief
interruption in the sell-off of bonds issued by European peripheral states. The ECB’s decision at the end of 2011 to improve
the European banks’ liquidity supply by issuing triennial refinancing operations caused a more sustainable relief in the
European bond markets.

Global currencies

The sovereign debt crisis in the eurozone continued to dominate movements in the euro and US dollar exchange rates
in 2011, with the negative developments in the US (such as the downgrading of its credit rating and the blocking of the
budget reforms) only playing a secondary role. At 1.31, the euro started the year at a relatively low level against the
US dollar but gradually recovered in the first few months - in view of hopes for progress on the sovereign debt crisis -
reaching the peak of 1.49 EUR/USD at the beginning of May. As the debt crisis then escalated, and especially when it
extended to countries like Italy and Spain in the summer, the euro weakened noticeably in the second half of the year,
hitting its low of 1.29 EUR/USD at the end of December.

As a consequence of the euro debt crisis and the increased need for security by investors, the Swiss franc continued its up-
ward trend against the euro that had started in the fall of 2007. The resulting strong franc increasingly became a problem
for the Swiss export sector. In August the Swiss National Bank (SNB) initially tried to counter the franc’s appreciation with
a significant expansion in liquidity. When these attempts failed and the Swiss currency briefly came close to parity with the
euro, the SNB decided at the beginning of September to introduce an exchange rate floor of 1.20 EUR/CHF. So far the
SNB has managed to defend this mark without any problems.
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CEE currencies

CEE currencies had initially remained stable up to the middle of 2011, but lost ground as the sovereign debt crisis dete-
riorated from mid-August onwards. This particularly affected the liquid currencies in Central Europe (the Czech korung,
Hungarian forint and Polish zloty), which dropped heavily against the euro. The rise in risk aversion due to the lack of a
solution to the eurozone's problems spilled over into CEE and, as during the financial crisis, induced investors to treat the
whole region indiscriminately.

The Polish zloty has been subject to particularly heavy market pressure since the beginning of the sovereign debt crisis in
the eurozone. The reason behind this is the very high liquidity in the Polish currency and bond markets. However, interven-
tions in the markets by the Polish authorities in the course of 2011 temporarily stabilized the zloty. The Czech koruna also
fell sharply against the euro from August onwards, but the Hungarian forint was most affected: Political decisions and a
downgrading of Hungary's credit rating pushed it back to its 2009 lows against the euro. While the currencies of countries
in Central Europe were subject to strong fluctuations, Southeastern European currencies did not fully reflect the uncertain-
ties and increase in risk aversion on a direct basis. However, indirect effects, such as a decline in foreign investment, were
certainly noticeable and led, in particular in the second half of 2011, to a depreciation of the Croatian kuna, Romanian leu
and Serbian dinar. This trend is likely to continue in 2012.

Development of the banking sector

Continued banking sector growth in Central and
Eastern Europe

The shortage and higher cost of external financing for banks and governments and the lower demand for credit - both due
to banks’ more restrictive lending policies - resulted in stagnant credit growth in CEE (minus 1.5 per cent year-on-year) in
2009. The situation recovered in 2010 with credit in CEE expanding by almost 14 per cent overall. In 2011, a 14 per cent
credit growth is expected to be achievable once more. CEE credit expansion rates were, however, generally much lower in
2010 and 2011 than in the years preceding the crisis from 2004 to 2008.

The positive trend continued in the first half of 2011 and lending increased slightly, above all for corporate customers.
Faced with stricter lending standards, however, CEE credit growth weakened noticeably in the second half of 2011. This
development is likely fo continue in 2012 in light of the challenging regulatory environment and economic trends, above all
in the first half of the year. Current forecasts for 2012 expect lending to expand only by 5 to 10 per cent in Central Europe
and the CIS, and by 1 to 3 per cent in Southeastern Europe.

After rising by only 0.6 per centin 2009, the banking sector’s fotal assets (expressed in euros) grew by 13 per centin 2010
and 14 per centin 2011. As with the credit growth, these growth rates were significantly lower than in the pre-crisis years of
2004 through 2008. Over the next few years, percentage increases in total assets throughout the CEE region are forecast
to be in the low single digits but differing widely between the various countries. For instance, a low double-digit percent-
age increase in total assets should still be possible in Russia over the next few years, while it is likely to be in high single
digifs in Central European countries (except for Hungary). In view of the chd”enging environment (such as high ratios of
loans to deposits and a high level of lending in relation to the strength of the economy), percentage growth in total assets in
Southeastern European countries is likely to only be in low single digits.

OVERVIEW OF RBI

GROUP MANAGEMENT REPORT

SEGMENT
REPORTS

CONSOLIDATED
FINANCIAL STATEMENTS

SERVICE



Page 54 Group Management Report

Governments and banks facing difficult
financing environment

The financing environment for CEE states improved significantly in 2010 and the first half of 2011, securing both refinanc-
ing and new issues of sovereign debt on the local and global bond markets. Many countries took advantage of the fa-
vorable situation to pre-finance their requirements. Yields on local sovereigns trended sideways for a long time. This was
partly due to the ongoing expansionary monetary policy in Western Europe and partly to the decline in risk premiums. At
the same time, investors took a very differentiated view of the individual CEE countries on the debt market. Risk factors such
as indebtedness, budget deficits and political uncertainty were all reflected in bond prices. This environment will continue
to benefit the CEE countries promoting reforms. Risk premiums for many CEE countries are currently lower than those for
a number of eurozone economies such as Italy, Portugal or Spain. The financing environment for CEE governments and
banks, however, deteriorated significantly in the second half of 2011, which means that support measures (involving the
IMF) for individual CEE countries cannot be ruled out for 2012.

Performance and financials

Introduction and scope of consolidation

The consolidated financial statements of RBI are prepared in accordance with the International Financial Reporting Stan-
dards (IFRS) as applied in the EU. RBI AG also prepares separate financial statements in accordance with the Austrian
Commercial Code (UGB) in conjunction with the Austrian Banking Act (BWG), which provide the formal basis of assess-
ment for calculating dividend distributions and the tax assessment. For more information on the disclosures required by the
UGB and BWG, please see the relevant sections of this Group management report, including the notes section.

The majority of RBI is indirectly held by Raiffeisen Zentralbank Osterreich AG (RZB), which makes it part of the RZB Group.
RZB held a stake of around 78.5 per cent at the end of 2011; the remaining shares were free float. As of 31 December 2011,
RBI's scope of consolidation comprised 135 Group units, including 21 banks and a number of financial institutions and
bank-related service providers. For information about the change in the scope of consolidation, please refer to the relevant
sections in the notes.

Performance

Profit before tax up

RBI's profit before tax for 2011 rose by 7 per cent to € 1,373 million. The performance of the individual earnings compo-
nents in the income statement differed widely. Performance also varied at regional level. While many CEE countries - in
particular Russia (up 63 per cent to € 434 million), Slovakia (up 51 per cent to € 185 million) and the Group Corporates
segment (up 26 per cent to € 374 million) - achieved significant growth in earnings, Hungary reported a loss before tax
of € 375 million. The situation in Hungary is partly the result of measures taken at political level (legislation allowing early
repayment of foreign currency mortgage loans at preferential rates) and partly of a further decline in the quality of the
loan portfolio in the local Group units.

Positive trend in net provisioning

Net provisioning for impairment losses dropped sharply - in total by 11 per cent or € 131 million - in most countries
with the exception of Hungary as a result of the ongoing improvement in the economic environment and actively man-
aged measures to stabilize the loan portfolio. While significantly fewer loan loss provisions had to be allocated in many
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countries, net provisioning for impairment losses in Hungary rose as a result of its economic and political situation by
€ 282 million to € 478 million, thus making up almost half of the loan loss provisioning throughout the Group. Net provi-
sioning for individual loan losses at RBI stood at € 1,177 million, representing a year-on-year decline of around 2 per cent.
Owing to releases of provisions for Russia, Hungary, Ukraine and Slovakia, there was a net release of portfolio-based loan
loss provisions in the reporting year amounting to € 105 million. The net provisioning ratio based on average credit risk-
weighted assets fell by 28 basis points to 1.38 per cent. The NPL ratio - the proportion of non-performing loans in the loan
portfolio - improved, falling for the first time in several years by 0.3 percentage points to 8.65 per cent.

Valuation gains on derivatives and designated liabilities

Year-on-year, net income from derivatives and designated liabilities turned positive and came to € 413 million. This was
partly due to a € 258 million rise in net income from revaluations of derivative instruments entered into for steering purpos-
es, in particular because of the yield curve becoming flatter from the second quarter onwards. At the same time, the value
of designated liabilities arising from own issues decreased as a result of the significant widening in RBI's credit spread fol-
lowing the developments on the capital markets; this led to a valuation gain of € 184 million.

Market-related valuation losses on securities

The increased volatility on the financial markets caused by the European sovereign debit crisis is reflected in the valua-
tion losses on securities and participations and the € 278 million drop in net income from financial investments to minus
€ 141 million.

Macroeconomic outlook required impairment of goodwill

The changed macroeconomic outlook for Ukraine and the rise in the discount rate used for valuations resulted in a partial
impairment of goodwill at Raiffeisen Bank Aval of € 183 million. This left the bank with goodwill on its balance sheet of
€ 29 million at the end of 2011. The low goodwill stated on the balance sheets of the banks in Hungary (€ 3 million) and
Slovenia (less than € 1 million) were written down in full. Total goodwill at year-end stood at € 408 million.

Slight increase in operating income

Operating income excluding impairment of goodwill rose by 1 per cent or € 72 million to € 5,475 million. Net interest
income increased by 3 per cent, thus making up two thirds of operating income. Slight volume-based declines stood in
contrast to an increase of the net interest margin by 10 basis points to 2.61 per cent. At € 1,490 million, net fee and com-
mission income remained virtually unchanged compared to the previous year, while net trading income rose year-on-year
by 11 per cent. This is mainly attributable to valuation gains owing to a change in the valuation model to adapt to the
alteration in legislation for capital guarantees. Negative effects arose from hyperinflation accounting (for Belarus), which
had to be applied for the first time in the fourth quarter of 2011. At minus € 45 million, other net operating income (exclud-
ing impairment of goodwill) was short of the prior-year figure by € 51 million. This is mainly due to the introduction of the
Austrian bank levy, which resulted in additional expenses for RBI of € 83 million. This was reported as other non-income
related taxes under other net operating income.

Moderate rise in general administrative expenses

General administrative expenses rose year-on-year by just under 5 per cent or € 141 million to € 3,120 million. The cost/
income ratio (excluding impairment of goodwill) increased as a result by 1.8 percentage points to 57.0 per cent. Staff ex-
penses rose year-on-year by 6 per cent or € 87 million. This was caused particularly by market-related salary adjustments
and bonus payments in a number of markets and by changes in legislation for social security contributions in Russia and
Slovakia. The average number of staff rose by 1 per cent or 833 to 60,021, primarily as a result of increases in staff num-
bers in Ukraine, Russia and Romania. The biggest increases were reported in the Czech Republic, Ukraine and Russia. Year-
on-year, other administrative expenses increased by 2 per cent or € 23 million. Major factors here were the rise in deposit
insurance fees (up 16 per cent) and IT expenses (up 10 per cent). The number of business outlets fell by 33 to 2,928 in the
reporting year. Expansion in the Czech Republic (plus 17) was offset by declines in Ukraine (minus 22), Serbia (minus 10)
and Hungary (minus 10).
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Disproportionate rise in taxes

At € 399 million, income taxes were € 289 million higher than in the previous year. This is due to non-recurring effects with
deferred taxes in the reporting year and in 2010. In 2011, the losses in Hungary could not be made fully deductible for
tax purposes by recognizing tax loss carry-forwards and, in addition, gains on own liabilities increased deferred taxes. By
contrast, 2010 broughf some tax relief, pctrﬁcu|0r|y as a result of deferred tax income arising from the recognition of tax loss
carry-forwards in Austria (€ 120 million); a change in tax legislation in Ukraine provided additional tax relief (€ 26 million).
In total the effective tax rate rose from 8.6 per cent to 29.1 per cent. Without the one-off effects above, the effective tax rate
would have been 20 per cent.

Consolidated profit of just under € 1 billion

Compared to profit after tax, profit attributable to non-controlling interests fell to a sharply disproportionate extent by
93 per cent to minus € é million. This decline was primarily due to the losses in Hungary in which non-controlling interests
had a share of around 30 per cent. In addition, the rises in earnings were largely attributable to Group units with few non-
controlling interests, if any. After deducting profit attributable to non-controlling interests, the consolidated profit accounted
for by RBI amounted to € 968 million, which represents a decline of 11 per cent or € 120 million year-on-year.

Earnings per share of € 3.95

Earnings on each of the 194.6 million shares outstanding amounted to € 3.95 in 2011 after € 4.56 in the previous year.
The Management Board will propose to the Annual General Meeting in June 2012 that a dividend of € 1.05 per share be
paid for 2011, as for 2010. This would result in a total payment of € 205 million.

ROE before tax unchanged Changes in profit and return on equity

at 13.7 per cent in € million
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Equity up 5 per cent to € 10.9 billion

Equity including non-controlling interests rose by 5 per cent or € 532 million compared with the beginning of the year to
€ 10,936 million. An increase from other comprehensive income of € 811 million and contributions by non-controlling in-
terests of € 169 million were offset by dividend distributions for 2010 totaling € 463 million. Of this amount, € 204 million
was attributable to RBI shareholders, € 200 million to the participation capit0| and € 58 million to non—contro”ing interests.

Other comprehensive income was determined on the one side by the profit after tax of € 974 million and, on the other side,
by currency differences and capital hedges due to write-downs in Russia, Belarus and Poland totaling minus € 318 million.
Net income from financial assets available-for-sale represented a valuation gain after tax of € 113 million. Reversing
through profit or loss the valuation gain that arose from cash flow hedging as a result of the end of this hedging activity led
to a minus of € 36 million (after taking deferred taxes into account). The hyperinflation accounting that it became neces-
sary to apply in Belarus increased comprehensive income by € 95 million.

Increase in tier 1 ratio to 9.9 per cent

Regulatory own funds rose by 2 per cent year-on-year to € 12,858 million. The changes described in equity (excluding
net valuation gains on financial assets available-for-sale that are not relevant for regulatory purposes) raised tier 1 capital
by 2 per cent to € 9,434 million, while additional own funds (tier 2) remained unchanged at € 3,368 million. Short-term
additional own funds (tier 3) increased by 45 per cent to € 100 million as a result of tier 2 issues approaching maturity.

Despite the introduction of the CRD Il regulations, which mainly affected market risk and were responsible for a rise of
€ 324 million, the own funds requirement remained virtually unchanged, increasing by € 39 million to € 7,624 million. A
2 per cent increase in credit risk and a 66 per cent increase in market risk were offset by a 65 per cent reduction in the own
funds requirement for foreign currency risk as a result of a change in methodology.

The tier 1 ratio (total risk) increased by 0.2 percentage points to 9.9 per cent. The own funds ratio rose by 0.2 percentage
points to 13.5 per cent. The core tier 1 ratio (without taking hybrid capital into account) improved from 8.9 per cent to
9.0 per cent.

Liquidity-related rise in total assets by 12 per cent

Total assets gained 12 per cent or € 15.8 billion from the beginning of 2011, rising to € 147.0 billion. In all, currency ef-
fects reduced total assets by around 1 per cent. The growth in assets reflected higher short-term loans to banks, partly
including repo transactions, which raised loans and advances to banks by € 4.2 billion. Cash reserves also increased by
€ 6.6 billion due to higher balances at central banks. Loans and advances to customers after provisioning rose by
€ 5.6 billion, largely as a result of loans to major customers and repo transactions with non-banks. On the liabilities side,
the increase was mainly due to two items: deposits from customers increased by € 9.1 billion, which was mainly on account
of institutional and corporate customers (€ 6.3 billion) and private individuals (€ 3.3 billion). The loan/deposit ratio (loans
and advances to customers divided by customer deposits) improved by 9 percentage points compared with the end of
2010 to 122 per cent. Deposits from banks also rose by € 4.3 billion as a result of an inflow of short-term deposits, while
debt securities issued declined by € 2.2 billion as a result of various issues maturing - in particular a € 1.5 billion state-
guaranteed bond issued in 2009.
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Detailed review of items in the
income statement

Operating result

In € million 1/1-31/12/2011 1/1-31/12/2010 Change absolute Change in %
Net interest income 3,667 3,578 89 2.5%
Net fee and commission income 1,490 1,491 (1 (0.1)%
Net trading income 363 328 35 10.7%
Other net operating income' (45) 6 (51) =
Operating income 5,475 5,403 72 1.3%
Staff expenses (1,540) (1,453) (87) 6.0%
Other administrative expenses (1,209) (1,187) (23) 1.9%
Depreciation of intangible

and tangible fixed assets (372) (340) (31) 9.2%
General administrative expenses (3,120) (2,980) (147) 4.7%
Operating result 2,355 2,424 (69) (2.8)%

! Excl. impairment of goodwill

Net interest income

RBI’s net interest income rose 3 per cent in 2011, adding € 89 million to reach € 3,667 million. Net interest income there-
fore made up 67 per cent of operating income. The net interest margin (calculated using average total assets) improved by
10 basis points, coming in at 2.61 per cent. Average total assets were down 1 per cent.

Net interest income was influenced by various factors in the reporting year. Business with customers improved considerably
in Russia, Romania, Austria and Slovakia, and in addition, the more favorable refinancing conditions boosted net interest
income. Net interest income from financial investments benefited from higher interest on government bonds acquired in
Ukraine and Poland to place excess liquidity.

In Hungary, on the other hand, income fell by Development of the interest margin
€ 42 million due to the difficult credit environment 3 o,
and a decline in customer volumes. Belarus also saw e FOTe zso%  268% Lo 26w

income decrease by € 18 million, as the closing price 5 59,
on the reporting date was used for income statement
items in line with IAS 29 (hyperinflation accounting). 509,

The net interest margin recorded the strongest gain, .59
advancing 34 basis points to 1.97 per cent as a re-

sult of more profitable new lending volumes within 4 g9,
the Group Corporates segment. In Russia, the net in-

terest margin rose due to increased new businessand ¢ 59,
improved refinancing conditions, up 33 basis points

to 4.47 per cent. In the Group Markets segment g e,
the net interest margin increased 14 basis points to 2010  Q1/2011  Q@2/2011  Q3/2011  Q4/2011 201
0.85 per cent, while it increased 17 basis points to

close at 4.07 per cent in the segment Southeastern
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Europe. This is largely due to improved refinancing and lower rates on customer deposits linked to excess liquidity in most
SEE countries. The net interest margin in the CIS Other segment declined, mainly due to lower net interest income in Belarus,
down 9 basis points to 6.10 per cent. In the Central Europe segment the net interest margin lost 13 basis points, coming in
at 3.16 per cent due to the difficult market conditions and the resultant decline in customer volumes.

Net fee and commission income

Net fee and commission income remained stable Development of operating income
year-on-year at € 1,490 million, accounting for in € million

27 per cent of operating income. Netincome fromthe 4 900

payment transfer business increased by € 12 million, 5,167 5,403 5,475'
while net income from other banking services gained 5000 — 4,880 S = =
€ 11 million. In contrast, income from the securities 4.326

4%

business decreased by € 16 million. Netincome from 4 900 — L i L L L]
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Net income from the loan and guarantee business

remained unchanged year-on-year at € 280 million,
with Russia and Romania accounting for the largest contributions at € 60 million and € 47 million respectively. While Rus-
sia recorded a € 26 million gain, narrower margins and lower volumes prompted a € 25 million decline in Romania.

Net income from the securities business declined € 16 million to € 119 million, partly due to developments in the Group
Markets segment.

At € 330 million, net income from the foreign currency, notes/coins, and precious-metals business was on a par with the
previous year. The main part of income was generated in Russia, Poland, the Czech Republic and Romania. Reflecting
increased volumes, the highest gains were recorded in Russia and the Czech Republic.

Net income from the management of investment and pension funds remained unchanged year-on-year at € 27 million; the
majority of income was generated in Slovakia and Croatia.

Net trading income

RBI's net trading income rose 11 per cent or € 35 million to € 363 million. The figure encompasses net income from interest-
based transactions (down € 40 million), net income from currency-based transactions ([down € 14 million), net income
from equity and index-based transactions (down € 5 million), the credit derivatives business (up € 3 million) and from other
transactions (up € 92 million).

Net income from interest-based transactions declined 19 per cent, or € 40 million, to end the year at € 171 million. Net
income in Russia dropped by € 15 million year-on-year, the 2010 figure, however, had been particularly high due to valua-
tion gains on interest-rate products. Net income also fell in Croatia, driven by valuation losses on government bonds, which
came under a great pressure due fo the European sovereign debt crisis. The yield curve for the Group Markets and Group
Corporates segments also flattened, which resulted in a lower net income from interest swaps.
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Net income from currency-based transactions was down 11 per cent, dropping € 14 million to close at € 107 million. IAS
29 was used to report hyperinflation in Belarus, which had a negative impact of € 84 million. However, this effect was
partially offset by a € 44 million valuation gain linked to the high devaluation of the Belarusian rouble in relation to an
existing strategic currency position taken to hedge equity. Net income in Russia on the other hand deteriorated due to valu-
ation losses on currency transactions. In Central Europe, net income from currency-based transactions was improved by
valuation gains on currency swaps, currency forwards and spot transactions in Poland, Hungary and the Czech Republic.
Net income rose in Austria, boosted mainly by valuation gains on currency futures and the notes and coins business, which
increased from € 17 million to € 25 million.

Net income from other business stemmed largely from capital guarantees issued. The valuation method was adjusted here
to reflect changes to the statutory requirements, which resulted in a net income of € 81 million.

Other net operating income

Other net operating income excluding impairment of goodwill fell from € é million in 2010 to minus € 45 million. This was
largely due to the bank levy introduced in 2011 in Austria amounting to € 83 million. In connection with the “Home Protec-
tion Plan” in Hungary, losses from the restructuring of non-performing loans could be offset against the bank levy, reducing
it by € 31 million to € 10 million in the reporting year.

Rental income from investment property including operating leasing (land and buildings not used by the Group) added
€ 8 million year-on-year, largely due to new leasing contracts in Croatia and the turnover of a new Group unit in Russia.
Net expense from allocation and release of other provisions declined by € 16 million to minus € 12 million. This was be-

cause of the need for higher provisions in 2010 for pending legal issues in Russia and Slovakia.

Net income from non-banking activities fell slightly year-on-year, as did net income from additional leasing services.

General administrative expenses

General administrative expenses rose by 5 per cent, Cost/income ratio performance
up € 141 million to € 3,120 million. The cost/income in € million
ratio came to 57.0 per cent (2010: 55.1 per cent). 6,000
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equivalents) rose 1 per cent or 833 persons to 60,021 employees. The largest increases were recorded in the Czech Re-
public (up 349), Ukraine (up 189), Russia (up 137), Poland (up 87) and Slovakia (up 75).

Other administrative expenses

Other administrative expenses increased by 2 per cent or € 23 million to € 1,209 million. This was the result of increases in
IT expenditure (up 10 per cent), deposit insurance fees (up 16 per cent), security expenses (up 11 per cent), and advertis-
ing, PR and promotional expenses (up 3 per cent). In contrast, other administrative expenses (down 14 per cent), office
supplies (down 3 per cent) and communication expenses (down 2 per cent) all declined.

The rise in IT expenses was mainly driven by new projects and software service agreements in Russia, Romania, Poland
and Slovakia. In the Czech Republic, new calculation rules resulted in higher deposit insurance fee expenses. Advertising,
PR and promotional expenses rose due to additional marketing activities in Slovakia and the Czech Republic. Security
expenses were higher as a result of increased volumes of precious-metal transactions.

The number of business outlets decreased by 33 to 2,928 at year-end. The bulk of these reductions were recorded in
Ukraine (down 22) and Serbia (down 10), while the number of outlets increased in the Czech Republic by 17 and in
Romania by 8.

Depreciation of tangible and intangible fixed assets

The depreciation of tangible and intangible fixed assets rose € 31 million year-on-year to € 372 million (2010:
€ 340 million). The depreciation of intangible assets recorded the most marked increase, advancing € 15 million to
€ 143 million. This was partly linked to the implementation of new software and a shorter useful life for the systems being
replaced. New software projects in Ukraine, Romania, Russia and Austria also triggered further depreciation. The de-
preciation of tangible assets increased € 14 million, coming in at € 194 million. The main reason for this increase was an
€ 11 million impairment relating to property in Russia.

In the reporting year, investment in the Group totaled € 580 million. Of this, 49 per cent (€ 288 million) was on Group

tangible assets. Investments in intangible assets, mainly in relation to software systems, accounted for 35 per cent of invest-
ment. Assets of the operating leasing business accounted for the remainder.

Consolidated profit

In € million 1/1-31/12/2011 1/1-31/12/2010 Change absolute Change in %
Operating result 2,355 2,424 (69) (2.8)%
Net provisioning for impairment losses (1,064) (1,194) 131 (10.9)%
Other results! 82 58 24 41.7%
Profit before tax 1,373 1,287 86 6.7%
Income taxes (399) (110) (289) 262.4%
Profit after tax 974 1177 (203) (17.2)%
Profit attributable to

non-controlling interests (6) (90) 83 (92.8)%
Consolidated profit 968 1,087 (120) (11.0)%

" Incl. impairment of goodwill
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Net provisioning for impairment losses

Signs of economic recovery in most of RBI's markets in 2011 improved borrower ratings and thereby decreased the growth
of non-performing loans. As a result, net provisioning for impairment losses (the balance of allocations and releases of
provisions for the lending business and direct write-offs against income received on amounts for written-down claims) was
lower in 2011. In addition, during the financial and economic crisis RBI had already taken action to stabilize and improve
the quality of the loan portfolio, as for example with the targeted loan restructuring. Overall, net provisioning for impair-
ment losses declined 11 per cent or € 131 million to € 1,064 million in 2011. This item also included income from the sale
of impaired loans totaling € 8 million. Although the improved economic climate resulted in significant improvements in
net provisioning for impairment losses in most markets, net provisioning rose 144 per cent to € 478 million in Hungary.
Marked improvements were recorded in the Russia (down € 119 million), CIS Other (down € 86 million) and Southeastern
Europe segments (down € 77 million), largely due to the improved environment for corporate customers. Net provisions
in the Corporate Customers division decreased 17 per cent to € 470 million, while in the Retail Customers division it re-
mained virtually unchanged year-on-year at € 600 million, mainly because of the situation in Hungary.

The marked decline in Hungary as compared to the previous year was triggered by the market environment and the new
legal conditions for foreign currency mortgage loans to retail customers, which required elevated loan loss provisions.
This resulted in an increase of € 282 million in net provisioning, bringing the total to € 478 million. This figure included
€ 109 million in provisions for the government’s “Home Protection Plan”: a new legislation passed by the Hungarian Parlia-
ment, specifying that foreign currency mortgage loans could be repaid early at favorable exchange rates (with the cost
being borne by the banks). The associated loan loss provisions allow for an expected repayment ratio of 29 per cent for
the relevant foreign currency loans.

Individual loan loss provisions were down 2 per cent or € 19 million year-on-year at € 1,177 million, against the release of
portfolio-based loan loss provisions totaling € 105 million. The situation was improved by a decline in the volume of non-
performing loans in Russia and Slovakia as well as lower default rates among corporate and retail customers in Ukraine.

The net provisioning ratio - net provisioning for impairment losses to average credit risk-weighted assets - was 1.38 per
cent, an improvement of 28 basis points. The loss rate - charged-off loans to total lending - was 0.38 per cent (2010:
0.41 per cent).

After currency effects, the value of non-performing loans was up € 266 million at € 7,056 million, with the biggest rises
recorded in Hungary and Bulgaria. The NPL ratio, the ratio of non-performing loans to total customer loans, improved
0.3 percentage points to 8.6 per cent. Non-performing loans were covered by provisioning totaling € 4,826 million. This
results in a coverage ratio of 68.4 per cent, an improvement of 2.1 percentage points against year-end 2010.

Other results

Net income from derivatives and designated liabilities

Net income from derivatives and designated liabilities advanced € 497 million to € 413 million. This item comprises net
income from hedge accounting (up € 4 million), credit derivatives (up € 29 million), other derivatives (up € 258 million)
and liabilities designated at fair value (up € 206 million).

Fixed interest swaps by Group headquarters accounted for the bulk of net income from other derivatives, which gained
€ 258 million to € 194 million. The sustained decline of the long-term euro yield curve since the first quarter of 2011 had a
positive effect on valuation gains for these products.

Liabilities designated at fair value (fair value option, applied since 2007) also served to increase net income from deriva-
tives. This portfolio containing RBI issues generated valuation gains totaling € 249 million in the reporting year as a result
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of higher credit spreads. Combined with the interest component, this generated a plus of € 184 million, compared with
minus € 22 million in 2010.

These valuation gains do not affect regulatory own funds, and as such are not relevant when calculating regulatory capital

ratio (EBA).

Net income from financial investments

In the period under review, the international capital markets were hit particularly hard by the European sovereign debt
crisis, which resulted in a volatile development of the fair value of securities. In turn, this prompted a decline in net income
from financial investments of € 278 million to minus € 141 million.

Net income from securities at fair value through profit or loss, comprising valuation gains and income from sales, de-
creased from € 120 million to minus € 135 million in 2011. Share valuation losses in Austria, falls in the value of municipal
bonds in Hungary and fixed-income securities in Ukraine all contributed to the decline.

Net income from equity participations dropped € 109 million year-on-year. This was mainly linked to converting a Bulgar-
ian loan recognized in Austria to an equity participation, which was then written off. As the associated loan loss provision
was released at the same time, the transaction had no effect on consolidated profit.

The sale of government bonds generated gains totaling € 94 million, which boosted net income from financial assets held-
to-maturity. The sale was linked to the European Banking Authority’s (EBA) increased regulatory capital requirements.

Impairment of goodwill

The other results were strongly affected by the € 187 million impairment in goodwill recorded in Ukraine, Hungary and
Slovenia: The revised macroeconomic forecast for Ukraine and the rise in the applicable discount rate generated a partial
goodwill impairment of € 183 million at Raiffeisen Bank Aval, which left the balance sheet showing goodwill for the Bank
of € 29 million. Goodwill was already low for the banks in Hungary (€ 3 million) and Slovenia (less than € 1 million), and
was completely written off. As at the end of the year, total goodwill came to € 408 million.

Net income from disposal of Group assets

In 2011, net income from the disposal of Group assets was minus € 3 million. Five subsidiaries were no longer consoli-
dated, four of them on the grounds of immateriality. One subsidiary was dropped from the consolidation following closure.
The companies are primarily active in leasing, investment and financial services.

Income taxes

Taxes in the reporting period came to € 399 million, against € 110 million in 2010.

The increase was driven above all by deferred tax expenses, which came to € 59 million in the financial year 2011. De-
ferred tax income of € 247 million had been recorded in 2010. This change was largely the result of valuation gains on
derivatives and liabilities designated at fair value in Austria. Moreover, it was not possible to offset losses in Hungary fully
for tax purposes by recognizing tax loss carry-forwards. By contrast, 2010 had brought some tax relief, notably through
deferred tax income arising from the recognition of tax loss carry-forwards in Austria (€ 120 million) as well as changes to
tax legislation in Ukraine (€ 26 million).

Current taxes fell due to lower taxes in Austria, down to € 341 million in 2011 (2010: € 357 million).

The net result is that the effective tax rate rose from 8.6 per cent to 29.1 per cent. Without the one-off effects, the effective
tax rate would have been around 20 per cent.
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Comparison of results with the
previous quarter

Operating result

In € million Q4/2011 Q3/2011 Change absolute Change in %
Net interest income 943 943 1 0.1%
Net fee and commission income 365 388 (22) (5.7)%
Net trading income 70 37 34 91.1%
Other net operating income' (3) (15) 13 (81.1)%
Operating income 1,376 1,352 25 1.8%
Staff expenses (399) (385) (14) 3.7%
Other administrative expenses (325) (298) (27) 9.2%
Depreciation of intangible and

tangible fixed assets (110) (90) (20) 22.1%
General administrative expenses (834) (772) (61) 79%
Operating result 542 579 (37) (6.3)%

! Excl. impairment of goodwill

Net interest income

Net interest income in the fourth quarter of 2011 remained virtually unchanged at € 943 million. However, the net inter-
est margin (calculated on average total assets) fell 8 basis points to 2.56 per cent. Average total assets increased by
3 per cent.

Broken down by segment, Central Europe showed the biggest decline, with the net interest margin decreasing by 25 basis
points to 2.89 per cent. The main reason for this was the difficult economic environment in Hungary. In Southeastern Eu-
rope, the net interest margin fell 12 basis points to 4.04 per cent. The net interest margin also declined in CIS Other, from
6.79 per centto 5.91 per cent. The main cause was hyperinflation in Belarus, while in Russia, net interest income rose due
to the significant increase in the corporate customer portfolio.

In the Group Corporates segment the net interest margin improved by 8 basis points to 2.16 per cent as a result of the
expansion in business activities. The Group Markets segment showed a decrease of 7 basis points to 0.86 per cent, due to
the sale of parts of the portfolio of securities held-to-maturity.

Net fee and commission income

Net fee and commission income declined in the fourth quarter by € 22 million to € 365 million. This was mainly the result of
lower net income from the loan and guarantee business and lower income from the securities business.

Net trading income

Net trading income rose quarter-on-quarter by 91 per cent or € 34 million to € 70 million. Net income from other business
rose by € 117 million, due to the change in the valuation model for capital guarantees and valuation gains mentioned ear-
lier. At the same time, net income from equity-based transactions turned around from minus € 19 million to € 8 million. This
was due to valuation gains from a positive trend in the EURO STOXX and ATX in the fourth quarter of 2011.
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Net income from currency-based transactions declined, falling from € 29 million in the third quarter of 2011 to minus
€ 55 million. This was mainly due to the drop in net income in Belarus following the application of IAS 29 (hyperinflation
accounting), which was offset by valuation gains on a strategic currency position.

Net income from credit derivatives business decreased quarter-on-quarter by € 13 million.

Net income from other transactions relates entirely to capital guarantees. Here, the valuation methodology was adapted
to the change in the legislation. This adjustment resulted in net income of € 81 million.

Other net operating income

Other net operating income (excluding impairment of goodwill) in the fourth quarter was minus € 3 million, after minus
€ 15 million in the third quarter. There was a positive effect in the fourth quarter from other taxes due to the reduction in the
bank levy in Hungary. In connection with the “Home Protection Plan,” losses from the repayment of overdue loans could be
offset against the bank levy. Expenses on allocations to provisions were higher in the fourth quarter at € 11 million than in
previous quarters. Net income from non-banking activities made no contribution to other net operating income in the fourth
quarter due to the lower billing of services, compared to the € 8 million achieved in the third quarter.

General administrative expenses

General administrative expenses in the fourth quarter totaled € 834 million, € 61 million more than in the previous quarter.
Staff expenses rose € 14 million due to the expenses for future bonus payments recognized in the fourth quarter. As a result
of the increase in the fourth quarter in legal, advisory and consulting expenses, security expenses, as well as advertising,
PR and promotional expenses, other administrative expenses rose by € 27 million to € 325 million. Depreciation on tan-
gible and intangible assets totaled € 110 million in the fourth quarter, up € 20 million compared to the previous quarter.
The main reason for this was a depreciation of € 11 million on a building in Russia.

Consolidated profit

In € million Q4/2011 Q3/2011 Change absolute Change in %
Operating result 542 579 (37) (6.3)%
Net provisioning for impairment losses (282) (377) 95 (25.1)%
Other results' 81 (49) 130 =
Profit before tax 342 153 188 122.9%
Income taxes (127) (71) (56) 79.3%
Profit after tax 214 82 132 160.1%
Profit attributable to

non-controlling interests 8 48 (40) (83.5)%
Consolidated profit 222 130 92 70.4%

" Incl. impairment of goodwill

Net provisioning for impairment losses

Net provisioning for impairment losses declined quarter-on-quarter by 25 per cent to € 282 million. This decrease is due
primarily to provisioning already effected in the third quarter for impairment losses in Hungary. In connection with the
“Home Protection Plan,” under which the Hungarian Government allows private borrowers to repay foreign currency
mortgage loans prematurely on favorable terms, a further € 56 million to provisioning for impairment losses was posted in
the fourth quarter. With a repayment ratio of 29 per cent, this meant a full-year loss for RBI of € 108 million. In the Group
Corporates segment, individual cases among large international corporate customers required an increase of € 64 million

in provisioning for impairment losses.
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The Southeastern Europe and CIS Other segments recognized slightly lower provisions in the fourth quarter. In Russia, net
releases of provisions for loan losses totaled € 63 million. This was due to premature repayments and sales of non-perform-
ing loans, increased collateral and the reversal of portfolio-based loan loss provisions due to lower loss rates.

Non-performing loans remained virtually unchanged in the first three quarters of 2011, with a slight organic increase
offset by currency effects. However, in the fourth quarter there was a currency-adjusted increase in non-performing loans
of € 234 million. This was due almost entirely to Hungary with an increase of € 97 million, and Bulgaria with an increase
of € 145 million. However, the loans in question are mostly well collateralized. There was a significant decrease in non-
performing loans in Austria and Russia.

Other results

Net income from derivatives and designated liabilities

Net income from derivative financial instruments rose in the fourth quarter of 2011 by € 154 million to € 264 million. The
main reason for this was a gain of € 135 million from liabilities designated at fair value. This item shows the net income from
RBl issues, which generated valuation gains in the fourth quarter due to the higher spreads.

Net income from financial investments

Net income from financial investments rose quarter-on-quarter by € 162 million to € 5 million. There was an increase here
in net income from securities held-to-maturity due to a profit of € 94 million on the sale of government bonds. This sale was
connected fo the increase in regulatory own funds requirement by the European Banking Authority (EBA). Valuation gains
from securities were stable in the fourth quarter, following significant losses in the third quarter due to the turbulence in the
financial market.

Impairment of goodwill
Other net income was adversely affected in the fourth quarter of 2011 by the impairment of goodwill in the amount of
€ 183 million in Ukraine.

Income taxes

RBI reported taxes of € 127 million in the fourth quarter of 2011 (Q3/2011: € 71 million). Expenses on current taxes
increased by € 19 million, mainly due to higher earnings before tax in Russia. In the fourth quarter, deferred tax expense
due to net income from the revaluation of derivatives and own issues in Austria measured at fair value totaled € 32 million
(@3/2011: income of € 5 million). Moreover, it was not possible to offset losses in Hungary fully for tax purposes by recog-
nizing tax loss carry-forwards.
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Statement of financial position

As of 31 December 2011, total assets at RBI amounted to € 147.0 billion. This was 12 per cent or € 15.8 billion above the
comparable figure for the end of 2010.

Breakdown of equity and liabilities

Breakdown of balance sheet assets on the balance sheet
in € billion in € billion
150 145.6 147.0 __ 145.6 147.0 __ 150
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2008 2009 pro forma 2010 2011 2008 2009 pro forma 2010 2011
2009 2009

Raiffeisen International RBI Raiffeisen International RBI
M Loans and advances to banks (net) Bl Deposits from banks M Deposits from customers
¥ Loans and advances to customers (net) Other liabilities Own funds (equity and

Securities Other assets subordinated capital)
Assets

Assets were dominated by loans and advances to customers (after provisioning), which accounted for a share of 52 per cent.
The overall volume of financial investments (including those held-for-trading) amounted to 18 per cent, loans and advances
to banks to 17 per cent, and other assets to 12 per cent.

Loans and advances to customers (before provisioning) rose 8 per cent or € 5.9 billion to € 81.6 billion in 2011. Of the
overall loans and advances to customers, the credit business represented € 53.9 billion or 66 per cent and mortgage
loans accounted for € 17.9 billion or 22 per cent. Credit business with corporate customers amounted to € 58.9 billion, of
which large corporate customers represented € 55.2 billion. The corporate customer business registered the highest credit
growth of 11 per cent or € 5.9 billion, above all in the Group headquarters, Asia and Russia. Loans to retail customers
totaled € 21.3 billion at year-end, of which private individuals accounted for € 19.0 billion. At the end of 2011 the loan/
deposit ratio (the ratio of customer loans to customer deposits) improved to 122 per cent (2010: 131 per cent).

Loans and advances to banks rose by 20 per cent or € 4.2 billion to € 25.7 billion. Due to market-related liquidity require-
ments, short-term interbank transactions were increased.

At the end of the year, the impairment losses on loans and advances totaled € 5.1 billion. Of this, € 4.8 billion represented
provisions for loans and advances to customers and € 0.2 billion represented provisions for loans and advances to banks.
€ 3.0 billion of the customer-related loan loss provisions were related to corporate customers and € 1.8 billion affected
retail customers. At € 1.6 billion, the highest amounts of loan loss provisions were attributed to Central Europe. The CIS
Other segment and Southeastern Europe accounted for € 1.0 billion of loan loss provisions each, Group Corporates
€ 0.7 billion, Russia € 0.6 billion and Group Markets € 0.2 billion, respectively.
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Compared to the end of 2010, financial investments (including those held-fortrading) decreased by 2 per cent or
€ 0.5 billion to € 27.2 billion. While assets held-for-trading increased by approximately € 2.5 billion due to the valuation
of derivatives, financial investments contracted (minus € 3.1 billion). This reduction in financial investments was mainly
due to the sale of financial assets held-to-maturity to meet the higher EBA regulatory own funds requirement, as well as to
market developments.

Other assets increased by 59 per cent year-on-year to € 17.6 billion (2010: € 11.0 billion), virtually all of which was due
to the higher cash reserve (up € 6.6 billion). Other assets were made up of the cash reserve (€ 11.4 billion), tangible and
intangible fixed assets (€ 2.6 billion), derivatives (€ 1.4 billion) and the remaining item of other assets (€ 2.2 billion).

Equity and liabilities

Equity and liabilities were dominated by deposits from customers, which accounted for a share of 45 per cent. Deposits
from banks remained unchanged at 26 per cent. Equity and subordinated capital represented 10 per cent of the equity
and liabilities side of the statement of financial position and the other liabilities totaled 18 per cent.

Deposits from customers rose by 16 per cent or € 9.1 billion to € 66.7 billion year-on-year. Of the total customer deposits,
€ 35.6 billion was attributable to corporate customers, who were responsible for a rise in deposits of € 6.2 billion. Of
this, some € 3.7 billion was from repos. For retail customers, deposits rose € 3.4 billion to € 29.1 billion. This growth was
almost entirely due to the higher number of deposits in the Czech Republic, Russia and Poland. ZUNO Bank contributed
€ 0.7 billion.

Deposits from banks amounted to € 38.0 billion. This represents an increase of 13 per cent or € 4.3 billion compared to
the previous year's figure. This growth resulted primarily from deposits by commercial banks.

Other liabilities rose by 7 per cent or € 1.7 billion to € 27.2 billion. The largest growth came from trading liabilities with
an increase of 69 per cent or € 4.0 billion to € 9.7 billion, caused primarily by swap valuations in Austria. Debt securities
issued dropped by 13 per cent or € 2.2 billion to € 14.4 billion. Unsecured issues were no longer an option due to the
market environment, so RBI moved increasingly towards private placements. Overall, the maturity of one of a total of three
state-guaranteed RBI bonds led to a decrease of € 1.5 billion.

Equity
Equity on the statement of financial position

The bank’s balance sheet equity, consisting of consolidated equity, consolidated profit and non-controlling interests, in-
creased since the end of 2010 by 5 per cent or € 532 million to € 10,936 million.

Consolidated equity, consisting of subscribed capital, participation capital, capital reserves and retained earnings in-
creased by € 574 million to € 8,825 million. The growth in retained earnings was due primarily to the transfer of earnings
of € 683 million from the financial year 2010. Other comprehensive income reduced retained earnings by € 127 million,
primarily due to exchange differences totaling minus € 271 million (including capital hedges). Net income from the valua-
tion of financial assets available-for-sale was € 113 million after deferred taxes. The effects from the application of hyperin-
flation accounting in Belarus amounted to € 83 million. As a result of a change in the hedging strategy, cash flow hedging
was ended in the second quarter of 2011 and replaced by portfolio hedges. Valuation losses on ending the cash flow
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hedge (after taking deferred taxes into account) Breakdown of equity
amounted to € 36 million. in € million
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Own funds pursuant to the Austrian Banking Act (BWG)

RBI does not form an independent credit institution group (Kreditinstitutsgruppe) as defined by the Austrian Banking Act
(BWG) and therefore is not subject to the regulatory provisions on a consolidated basis as it is part of the RZB Group. The
majority of credit risk is calculated using the standardized approach in accordance with Section 22 of the BWG, credit
risk for most non-retail business at RBI AG and its subsidiaries in Croatia, Malta, Romania, Slovakia, the Czech Republic,
Hungary and the US is measured using the internal ratings based approach (foundation IRB approach). A large part of
the loans and advances to retail customers in Slovakia and Hungary are measured under this approach. Market risk is
predominantly calculated according to the standard approach in accordance with Section 22 of the BWG, RBI AG carries
out the calculation in part according to the internal model. The consolidated values shown below have been calculated
in accordance with the provisions of the BWG and are assumed in calculation figures for the RZB credit institution group.

Consolidated own funds pursuant to BWG amounted to € 12,858 million as of 31 December 2011, which represents an
increase of 2 per cent or € 250 million.

Core capital rose 3 per cent or € 228 million to € 9,434 million, primarily due to profit from the financial year. The pre-
sumed dividend for distribution in the financial year 2011 has already been deducted from this. The depreciation of in
particular the Belarusian rouble, Hungarian forint and Polish zloty against the euro had a negative impact on own funds.

Additional own funds remained virtually unchanged from the previous year at € 3,368 million. This item consists of long-
term subordinated capital, of which the largest part pertained to RBI AG at € 2,259 million, supplementary capital of RBI
AG of € 599 million, and the provision excess of internal rating approach positions of € 234 million. Hidden reserves
released in the reporting period pursuant to Section 57 of the BWG increased core capital by € 55 million.

Short-term subordinated capital rose € 31 million to € 100 million as a result of maturing tier 2 issues. The deduction items
relating to participations, securitizations and insurance companies amounted to € 44 million (2010: € 34 million).

Own funds stood in contrast to a slightly higher own-funds requirement of € 7,624 million, an increase of € 39 million.
The own funds requirement for credit risk was € 6,172 million (an increase of € 124 million), of which € 3,056 million
related to the standardized approach and € 3,116 million to the IRB approach. The requirement for position risk in bonds,
equities and commodities increased by € 193 million to € 520 million, primarily due to the introduction of the CRD IlI
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regulations. Despite increases due to CRD Ill, own funds required for open currency positions fell by € 245 million to
€ 140 million, resulting from a change in the calculation method. The requirement for operational risk was € 792 million (2010:
€ 824 million).

This led to an improvement of 2.4 percentage points in the excess cover ratio to 68.6 per cent or € 5,234 million.

The tier 1 ratio - based on credit risk - was 12.2 per cent. Based on total risk, the tier 1 ratio was 9.9 per cent, with a core
tier 1 ratio of 9.0 per cent. The own funds ratio totaled 13.5 per cent.

Measures to achieve EBA requirements

European banks are required to raise their core tier 1 ratio as defined by the European Banking Authority (EBA) to 9 per cent
by 30 June 2012 to shore up the financial system.

For RZB, this results in an additional need for roughly € 2.1 billion according to EBA calculations published in
December 2011. RBI itself was not covered by the EBA study, as RZB acts as a superordinate banking institution. RZB is
taking the necessary measures to comply with the new requirements without resorting to state funds.

To this end, RZB - with the involvement of RBI - is imp|emenﬁng some 20 work streams which are divided into three main
areas and will contribute some € 3 billion to meet the target.

These include, among others:

B Reducing the capital required through a “capital clean-up” and reducing especially non-core business with a focus on
market risk positions

m Generating regulatory capital through transformation of other own funds into core tier 1 capital according to EBA defi-
nition for 30 June 2012

B Release of hidden reserves, allowing for and allocating earnings (on a pro rata basis of regular dividend distributions)

m A multiplicity of smaller measures, e.g. liability management
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Research and development

As a universal bank, RBI is not involved in research and development in the strictest sense of the term. In the context of
financial engineering, however, it does develop customized solutions for investment, financing or risk hedging. Financial
engineering encompasses not only structured investment products, but also structured financing: financing concepts which
go beyond the application of standard instruments and are used in acquisition or project financing, for example. RBI also
develops individual solutions to hedge a broad spectrum of risks - from interest rate risk and currency risk through to com-
modity price risk.

Internal control and

risk management system
in regard to the

Group accounting process

Balanced and comprehensive financial reporting is a priority for RBI and its governing bodies. Naturally, these reports
must comply with all relevant statutory requirements. The Management Board is responsible for establishing and defining a
suitable internal control and risk management system that encompasses the entire accounting process. The internal control
system is intended to provide the management with the information needed to ensure effective internal controls for account-
ing, which are constantly being improved. The control system is designed to comply with all relevant guidelines and regula-
tions and to optimize the conditions for specific control measures.

The consolidated financial statements are prepared in accordance with the relevant Austrian laws, notably the Austrian
Banking Act (BWG) and Austrian Commercial Code (UGB), which govern the preparation of consolidated annual finan-
cial statements. The accounting standards used to prepare the consolidated financial statements are the International
Financial Reporting Standards (IFRS) as adopted by the EU, which RBI has been using since 2000 - initially on a voluntary
basis.

Control environment

An internal control system has been in place for many years at RBI and its parent, the RZB Group, which includes directives
and instructions on key strategic topics. The system comprises

m the hierarchical decision-making process for approving Group and company directives and departmental and divi-
sional instructions,

B process descriptions for the preparation, quality control, approval, publication, implementation and monitoring of direc-
tives and instructions

B rules on revising and repealing directives and instructions.

The management in each Group unit is responsible for implementing Group-wide instructions. Compliance with Group
rules is monitored as part of the audits performed by internal and local auditors.

The consolidated financial statements are prepared by the Group Financial Reporting department, which reports to the
Chief Financial Officer. The relevant responsibilities are defined Group-wide within the framework of a dedicated function.
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Risk assessment

Significant risks relating to the Group accounting process are evaluated and monitored by the Management Board. Com-
plex accounting standards can increase the risk of errors, as can the use of different valuation standards, particularly in re-
lation to the Group's principal financial instruments. A difficult business environment can also increase the risk of significant
financial reporting errors. For the purpose of preparing the consolidated financial statements, estimates have to be made
for asset and liability items for which no market value can be reliably determined. This is particularly relevant for credit
business, social capital, and the intrinsic value of securities, participations and goodwill.

Control measures

The preparation of individual financial statements is decentralized and carried out by each Group unit in accordance with
the RZB Group guidelines. The Group unit employees and managers responsible for accounting are required to provide
a full presentation and accurate valuation of all transactions. Differences in reporting dates and local accounting stan-
dards can result in inconsistencies between the individual financial statements and the figures submitted to RBI. The local
management is responsible for ensuring compliance with mandatory internal control measures, such as the separation of
functions and the principle of dual control.

Consolidation

The financial statement data, which are examined by an independent auditor, are usually entered directly in the Cognos
Controller consolidation system by the end of January each year. The IT system is kept secure by limiting access rights.

The plausibility of each Group unit's financial statements is initially checked by the relevant key account manager within
the Group Financial Reporting department. The subsequent consolidation steps are then performed using the Cognos
Controller consolidation system, including capital consolidation, expense and income consolidation, and debt consolida-
tion. Lastly, possible intra-Group gains are eliminated. At the end of the consolidation process, the notes to the financial
statements are prepared in accordance with IFRS, the BWG and UGB.

In addition to the Management Board, the general control system also encompasses middle management (department
heads). All control measures constitute part of the day-to-day business processes and are used to prevent, detect, and cor-
rect any potential errors or inconsistencies in the financial reporting. Control measures range from managerial reviews of
the interim results to the specific reconciliation of accounts through to analyzing ongoing accounting processes.

The consolidated financial statements and management report are reviewed by the Audit Committee of the Supervisory
Board and also presented to the Supervisory Board for information. The consolidated financial statements are published
on the Company's website and in the Wiener Zeitung's official register and are filed with the commercial register as part
of the annual report.

Information and communication

The consolidated financial statements are prepared using Group-wide standard forms. The accounting and valuation stan-
dards are defined and explained in the RZB Group Accounts Manual and must be applied when preparing the financial
statements. Detailed instructions for the Group units on measuring credit risk and similar issues are provided in the Group
directives. The relevant units are kept abreast of any changes to the instructions and standards through regular training
courses.

The main department Accounting & Reporting is responsible for compiling the consolidated results to produce the final
consolidated financial statements. These consolidated financial statements are examined by an independent auditor. In
addition, the management summary (Group management report) provides verbal comments on the consolidated results in
accordance with the statutory requirements.
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The Group produces consolidated quarterly reports. Statutory interim reports are produced that conform to the provisions
of IAS 34 and are also published quarterly in accordance with the Austrian Stock Corporation Act. Before publication, the
consolidated financial statements are presented to senior managers and the Chief Financial Officer for final approval and
then submitted to the Supervisory Board’s Audit Committee. Analyses pertaining to the consolidated financial statements
are also provided for the management, as are preliminary Group figures at regular intervals. The financial budgeting sys-
tem includes a three-year Group budget.

Monitoring

The Management Board and Controlling department are responsible for ongoing internal monitoring. In addition, the
relevant department heads are charged with monitoring their areas, including performing regular controls and plausibility
checks.

Internal audits also constitute an integral part of the monitoring process. Group Audit at RZB is responsible for auditing.
All internal auditing activities are subject to the Group Audit standards, which are based on the Austrian Financial Market
Authority’s minimum internal auditing requirements and international best practices. Group Audit's internal rules also apply
(notably the audit charter).

Group Audit regularly and independently verifies compliance with the internal rules within the RZB Group units. The head
of Group Audit reports directly to the RZB and RBI Management Boards.

Capital, share, voting and
control rights

The following disclosures cover the provisions of Section 243a (1) of the Austrian Commercial Code (UGB):

(1) The Company’s capital stock amounts to € 596,290,628.20 and is divided into 195,505,124 voting common bearer
shares. Of those, 943,771 are own shares as of 31 December 2011, which means that 194,561,353 shares were
outstanding as of the balance sheet date. Please consult the notes on equity (34) for more information.

(2) The articles of association contain no restrictions concerning voting rights or the transfer of shares. The Management
Board is not aware of any restrictions arising from agreements among shareholders.

(3) RZB holds around 78.5 per cent of the shares in the Company indirectly through its wholly owned subsidiary Raiffeisen
International Beteiligungs GmbH, Vienna. The remaining shares are free float, containing no direct or indirect
participations in the capital amounting to 10 per cent or more.

(4) Pursuant to the Company’s articles of association, RZB is granted the right to delegate up to one third of the Supervisory
Board members to be elected by the Annual General Meeting, as long as it holds a participation in the capital stock.
Moreover, there is no special right of control associated with holding shares.

(5) There is no control of voting rights in the case of a participation in capital by employees.

(6) Pursuant to the articles of association, a person who is 68 years or older may not be appointed as a member of the
Management Board or be reappointed for another term in office. The rule for the Supervisory Board is that a person
who is 75 years or older may not be elected as a member of the Supervisory Board or be elected for another term in
office. Furthermore, there are no regulations regarding the appointment and dismissal of members of the Management
Board and the Supervisory Board or regarding amendments to the Company’s articles of association beyond the
provisions of the relevant laws.
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(7) Pursuant to Section 169 of the Austrian Stock Corporation Act (AktG), the Management Board has been authorized
since the Annual General Meeting of 8 June 2011 to increase the capital stock - in one or more tranches - by up to
€ 298,145,314.10 by issuing up to 97,752,562 new common bearer shares with voting rights against contributions
in cash and/or in kind within five years after recording the relevant amendment to the articles of association in the
commercial register, while preserving the right of subscription to which the law entitles shareholders, including the right
of indirect subscription by way of a bank pursuant to Section 153 (6) of the Austrian Stock Corporation Act, and to
fix the offering price and terms of the issue with the approval of the Supervisory Board. The Supervisory Board or a
committee authorized for this purpose by the Supervisory Board is authorized to adopt amendments to the articles of
association that arise upon issuing shares from the authorized capital.

Pursuant to Section 159 (2) 1 of the Austrian Stock Corporation Act, the capital stock has been increased contingently
by up to € 47,173,587.50 through the issue of up to 15,466,750 common bearer shares (contingent capital). The
contingent capital increase would only be carried out to the extent that holders of convertible bonds issued under the
resolution of the Annual General Meeting of 10 June 2008 make use of their right to convert such bonds into shares of
the Company. No convertible bonds have been issued to date, however.

The Annual General Meeting of 8 July 2010 authorized the Management Board to acquire own shares, under
the provisions of Section 65 (1) 8 of the Austrian Stock Corporation Act, during a period of 30 months from the
date of the resolution, up to a maximum of 10 per cent of the Company’s respective capital stock and, if deemed
appropriate, to retire them. This authorization may be exercised in one or more installments, for one or more purposes,
by the Company, by affiliated enterprises or, for their account, by third parties. The Management Board was further
authorized to decide, with the approval of the Supervisory Board, on the sale of own shares by means other than the
stock exchange or a public tender, to the exclusion of shareholders’ subscription rights. This authorization replaces the
authorization to buy back and use own shares that was granted at the Annual General Meeting of 10 June 2008. No
own shares have been bought since the authorization was issued in July 2010.

The Annual General Meeting of 8 July 2010 also authorized the Management Board to acquire own shares for the
purpose of securities trading, under the provisions of Section 65 (1) 7 of the Austrian Stock Corporation Act, during
a period of 30 months from the date of the resolution, up to a maximum of 5 per cent of the Company’s respective
capital stock. The consideration for each share to be acquired must not be less than half the closing price at the Vienna
Stock Exchange on the last day of trading preceding the acquisition and must not exceed twice the closing price at the
Vienna Stock Exchange on the last day of trading preceding the acquisition. This authorization may be exercised in
one or several installments by the Company, by affiliated enterprises or, for their account, by third parties.

The Annual General Meeting of 9 June 2009 authorized the Management Board of the Company to issue, in one
or more tranches, participation rights having equity characteristics pursuant to Section 174 of the Austrian Stock
Corporation Act in a total nominal amount of up to € 2 billion within five years from the date of the resolution with the
approval of the Supervisory Board in accordance with the terms for participation rights to be set by the Management
Board and to the exclusion of shareholders’ subscription rights. It should be noted that, under the provisions of the
relevant laws, participation rights confer no voting rights or other membership rights. Issuing participation rights
therefore entails no change of ownership structure from the standpoint of stock corporation law and shareholders’
voting rights. The Company decided on 15 July 2009 to strengthen its capital by issuing participation rights in the
amount of € 600 million based on the authorizing resolution of June 2009. In the course of the merger of RZB's
principal business areas with Raiffeisen International to form RBI with effect from 10 October 2010, the mutual loans
and liabilities of the receiving and the transferring company were wiped out. The same is true of the participatory rights
in the amount of € 600 million, which had been subscribed in full by RZB. No further participation rights have been
issued to date. Please consult the notes on equity (34) for more information.
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In the course of the merger of the principal business areas of RZB with Raiffeisen International on 10 October 2010,
the RZB issue “Raiffeisen-Partizipationskapital 2008/2009” in the amount of € 2.5 billion was transferred to RBI on
unchanged terms.

Pursuant to Section 102a of the Austrian Banking Act (BWG), the Annual General Meeting of 8 June 2011 authorized
the Mdndgement Board of the Company, within five years of recording the relevant amendment to the articles of
association in the commercial register, to retire either the participation capital in its entirety or the participation capital
of individual tranches that were differentiated on issue, with the approval of the Supervisory Board and taking into
account the terms of issue; partial retirement of participation capital of individual issues or tranches is permissible,
provided the equal treatment of eligible holders of participation capital is ensured.

(8) The following material agreements to which the Company is a party and which take effect upon a change of control in
the Company as a result of a takeover bid exist:

B The following is provided in the context of the Company’s D&O insurance:
“If the insured, RBI, comes under new control due to a change in the management or control in respect to the man-
agement or control over a subsidiary or if it merges with another enterprise, the insurance will only cover events of
loss due to wrongful acts occurring prior to the change in control and management and only for events of loss up to
the end of the period of insurance.”

B The Company’s Share Incentive Program (SIP) provides the following upon a change in corporate control:
“If a change in corporate control or a merger occurs during the vesting period without the combination being exclu-
sively concerned with subsidiaries, all contingent shares will lapse without replacement at the time of acquiring the
shares of RBI and the investor's actual possibility of disposing of them, or at the time of the merger. An indemnifica-
tion payment will be made for these contingent shares. The indemnity sum calculated will be paid out with the next
possible salary payment.”

B Furthermore, the syndicate agreements concluded by RBI in relation to individual subsidiaries with the relevant
shareholders will automatically be terminated upon a change of control.

B The brand agreement concluded with RZB AG on the unrestricted use of the name and logo of Raiffeisen Bank
International for an indefinite period of time in all jurisdictions in which the brand is registered now or in the future
includes a right of cancellation upon a change of control.

(9) There are no indemnification agreements between the Company and its Management Board and Supervisory Board
members or employees for the case of a public takeover bid.
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Funding

Banks refinance themselves using equity, customer deposits and various capital and interbank market tools. In 2011 the
banking environment was heavily influenced by the sovereign debt crisis, which made refinancing difficult for banks - par-

ticularly via the financial markets.

Continuing uncertainty in the capital markets

The refinancing environment for banks deteriorated, par-
ticularly in the second half of 2011, as it was impossible
to insulate it from the developments in the financing of

Funding structure

Subordinated

. . . . liabiliti
sovereigns. The public debate on equity requirements for 3% (1 pp)
European banks and their holdings of sovereign bonds also
. . Short-term
contributed to the general uncertainty. refinancing
23% (+2 PP)
Customer
P . . d it
There is still a demand for far-reaching solutions, and par- 54% (43 PP)

ticularly for an intervention by the European Central Bank  Medium-

. . and long-term
(ECB) in the form of even more extensive purchases of sov-  rafinancing

ereign bonds issued by the peripheral European states. In ~ 20% 4 PP)
the face of this situation, the ECB announced on 8 Decem-
ber 2011 that it will support banks by increasing liquidity,
specifically through refinancing transactions with a maturity of 36 months. At the same time, the ECB has eased require-

ments for securities it will accept for repo transactions, and prior to this had reduced the main refinancing rate to 1 per cent.

Even so, the excessive dependance on central bank financing is not a long-term solution. Given the current climate and
relatively limited progress on the political level, banks - particularly from the peripheral European states - will continue to
face higher risk premiums.

Stable basis for refinancing

RBI refinancing is based on two key elements. First, there are customer deposits which at the end of 2011 accounted for
€ 66.7 billion or 54 per cent of refinancing, and second there is wholesale funding, which totaled € 56.5 billion, or the
remaining 46 per cent. The high share of customer deposits creates a stable refinancing basis, making RBI less vulnerable
to the upheaval in the financial markets.

Diversified funding sources

In 2011 some 64 per cent of medium- and long-term wholesale funding of the RBI Group was generated by Group head-
quarters. The remaining 36 per cent came from the network banks.

The network banks in CEE also used the international markets for financing, e.g. through a syndicated loan by the Roma-
nian subsidiary, with participation by the European Bank for Reconstruction and Development (EBRD), or structured financ-
ing in Croatia. Especially important for CEE subsidiaries is long-term financing from sources which are less affected by
changes in the international capital market. These should become even more important in future. Besides financing backed
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by the Export Credit Agency (ECA), supranational institutions are another source of funding. At the end of 2011, some
11 per cent of the outstanding volume came from institutions like the European Investment Bank (EIB) or EBRD. These loans
are generally long-term, and significantly improve the structure of the financing mix. Cooperation with these supranational
institutions is an important element of funding in the regions where RBI operates, and will continue to play an important
role. RBI cooperates with these institutions not only in financing but also in other areas, e.g. in risk sharing programs which
optimize risk-weighted assets.

In addition, the network banks benefit in financing from support by the Austrian Raiffeisen Banking Group (RBG). This long-
standing partnership aids in both procurement of liquidity via the Raiffeisen sector and placement of the sector’s funding
instruments with its customers.

A key goal of RBI's funding activities is the broadest possible diversification of financing sources for the network banks.
In combination with customer deposits, this is intended to lead to an even more sustainable and independent structure for
network bank financing in the future.

Successful benchmark issues

RBI's resources for medium- to long-term refinancing include two issue programs, the “EUR 25,000,000,000 Debt Issu-
ance Program” and the “EUR 20.000.000.000 Emissionsprogramm der Raiffeisen Bank International AG.” Under these
programs, bonds can be issued in different currencies and with different structures. The total volume of outstanding bonds
under the programs may not exceed € 25 billion or € 20 billion respectively. At the end of the year 2011, there was a total
of € 12 billion outstanding in the two programs.

In view of the difficult market environment, RBI implemented its funding plan quickly in 2011, with two-thirds of the total
funding requirement raised in the first quarter via wholesale funding, through the placement of two senior benchmark
bonds. In January, the first benchmark bond was issued as a senior fixed-rate bond with a total volume of € 1 billion and a
three-year maturity. This issue makes RBI the first Austrian bank to issue an unsecured bond for over € 500 million since the
start of the financial crisis. It was placed at 145 basis points over mid-swaps, with a coupon of 3.625 per cent. The issue
was significantly oversubscribed.

A few weeks later, RBI took advantage of the more positive market environment in March 2011 to issue a second bench-
mark bond with a volume of € 1 billion. This issue was also significantly oversubscribed. The bond had a variable coupon
with a premium of 90 basis points over 3 month EURIBOR and a maturity of two years.

In May 2011 RBI was the only Austrian bank to place a subordinated bond for € 500 million with a ten-year maturity. This
replaced a bond for € 366 million that had been called. It was placed at 325 basis points over mid-swaps, with a coupon
of 6.625 per cent.

Further refinancing measures

For short-term funding RBI used both the interbank market and its two programs for short-term issues (commercial papers),
the “European Commercial Paper Program” and the “US Commercial Paper Program.” Under these two programs RBI can
issue commercial papers in various currencies, thereby enabling it to refinance also outside the interbank market.

To diversify its funding sources, RBI is also working actively on developing secured refinancing sources where longer-term
funding can be secured by otherwise illiquid assets. The resulting mobilization of assets is to become increasingly im-
portant in the future.
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Maturity profile of the debt securities issued
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Besides the difficult market environment for refinancing USD by non-US banks, RBI's move to advance its funding activities
to the first quarter of 2011 for security purposes is reflected in net interest income for 2011. The early implementation of the
2011 funding plan made a positive contribution to profit.

Risk management

2011 was marked by enormous market uncertainty. While the recovery of the global economy from 2010 continued in the
first six months of the year, the second half of 2011 offered a different setting. The sovereign debt crisis in the peripheral
European states and the protracted negotiations, and in particular the political tensions regarding the countermeasures
to be adopted, fueled anxiety and caused distrust on the European markets. During summer, financial institutions started
stockpiling their excess liquidity and placed it in “the safe haven” of the ECB rather than providing liquidity to the interbank
market. Compared to previous years, the number and volume of new issues declined sharply. The increased nervousness
was also reflected on the stock markets, both by the high price volatility and some significant declines in value, especially
of financial stocks.

In this environment, RBI Risk Management took into account the increased market volatility by using existing and new
management tools and thus was able to respond in time to the changes in economic conditions. Particular emphasis was
placed on maintaining a strong liquidity position and on reducing existing exposure to countries and financial institutions
especially in the markets affected by the sovereign debt crisis. Furthermore, internal processes and structures were criti-
cally evaluated, both to ensure the desired efficiency of the risk control systems as well as to uncover potential risks from
operational processes at an early stage and be able to manage them. All of these measures contributed towards further
enhancing the robustness of the RBI loan portfolio.
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Stress tests

In the first six months of 2011 the European Banking Authority (EBA) performed a stress test in which 90 European banks
took part. The test analyzed the impact of various economic development scenarios, using variables such as GDP growth
rates, exchange rates and risk premiums, on future capital requirements, required loan loss provisioning as well as revenue
and capital components. The direct and indirect influences of predetermined crisis scenarios were examined in detail.

The EBA in this case defined a core capital ratio of 5 per cent (core tier 1 capital ratio pursuant to CRD Ill) as a target over
a two-year period after the onset of the crisis scenarios. RBI clearly exceeded this level with 7.8 per cent. In addition, the
only minimal decline in the capital ratio of 0.3 percentage points over the stress period showed RBI's ability to withstand
the crisis compared to the scenarios presented.

Especially the detailed publication of the banks’ loans and advances to countries provided the financial markets with
fundamental information for risk assessment. Thereby RBI was shown to hold only a very small amount of debt from the pe-
ripheral European states and since publication has reduced it even further. To this end, risk management reduced both the
limits as well as the outstanding risk exposure, to counteract negative consequences arising from the European sovereign
debt crisis.

After analyzing the results of the stress tests and in view of the macroeconomic developments in the fall of 2011, the EBA
decided fo re-examine the capital adequacy of banks. Thereby it investigated the capital requirements necessary for the
participating banks to achieve a capital ratio of 9 per cent. To shore up European financial institutions against the volatile
market environment and to ensure the stability of the financial markets, banks must now attain this ratio by the end of June
2012. RBI only participated indirectly in this exercise as part of RZB; consequently there are no detailed results for RBI.
Nevertheless, RBI developed a number of initiatives as part of RZB, to attain the prescribed ratio. The implementation of
these measures already started in 2011.

In addition to the core tier 1 capital ratio of 9 per cent, EBA identified further capital requirements as a buffer for the banks’
portfolios of sovereign risk, arising from unrealized losses from loans and advances to countries whose market value fell
during the sovereign debt crisis. For RZB, there was no additional capital requirement.

Besides the regulatory stress tests carried out by the regulatory authorities, RBI also performed internal analyses for further
scenarios and potential risk drivers in 2011. Through close cooperation of all areas of risk management and the involve-
ment of other experts from the network banks and controlling, these internal stress tests took into account a large number
of risk factors and their impact on solvency. Market risks, operational risks, increased funding costs and numerous other
capital and income components were included in the integrated approach, in addition to the increased capital require-
ment and high write-downs on the loan portfolio in case of stress. The Management Board was regularly informed of the
stress test results and their analyses, so that the rapid introduction of countermeasures in case of a threatening situation is
ensured.

Hungary

Both economic development as well as the political environment in Hungary posed special challenges to risk management
in 2011. Compared to other Central and Eastern European countries, the Hungarian economy shows lower growth rates;
for 2012 Raiffeisen Research even expects a decline in real GDP to about 0.5 per cent. In light of this, RBI expects a further
increase in the NPL ratio for the Hungarian market, which stood at 22.7 per cent as of year-end 2011. In order to minimize
potential losses, RBI credit risk management therefore employs an early warning system, which identifies any potential
deterioration in credit quality and actively pursues the reduction of the credit exposure as well as the increase of collateral
for clients with a poor credit rating.

In 2011 provisions for impairment losses totaling € 478 million were booked for Hungary. While € 521 million was allo-
cated to individual loan loss provisions, portfolio-based loan loss provisions generated a release of € 43 million. Thus, the
coverage ratio increased fo about 61.7 per cent.
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In addition to the bank levy introduced in Hungary in 2010 and the existing legal restrictions on banks, e.g. in property
sales, legislation passed by the Hungarian Parliament on 20 September 2011 facilitated the premature repayment of
mortgage loans in Swiss francs, euros and Japanese yen at fixed exchange rates. These were 180 HUF per CHF, 250
HUF per EUR and 200 HUF per 100 JPY. In comparison, the actual exchange rates on 31 December 2011 were 259.3
HUF per CHF, 314.8 HUF per EUR and 310.5 HUF per 100 JPY. The fixed exchange rates on 31 December 2011 for the
Swiss franc were some 31 per cent, for the euro some 21 per cent and for the Japanese yen roughly 36 per cent below the actual
rates. The regulation applies to bank customers who took on their foreign currency loans at a time when the rates were not
above these levels. These clients had until 30 December 2011 to state their intention of full repayment which would then

have to be completed within 60 days.

The following table shows the volume of foreign currency mortgage loans to retail customers in Hungary:

In € million 2011 Share 2010 Share
Euro 34 2.8% 38 2.6%
Swiss franc 1,185 97.2% 1,429 97.3%
Other foreign currencies 0] <0.1% 0 <0.1%
Total 1,218 100.0% 1,468 100.0%

The volume of actual or expected repayments as at 31 December 2011 totaled € 401 million, which corresponds to an
acceptance rate of 28.9 per cent. Roughly half were already converted in 2011 and appropriate measures were taken for
the remainder. The resulting loss amounted to € 109 million. Lower interest income in subsequent periods lies at around
€ 18 million.

Liquidity risk

Liquidity risk management was one of the most affected risk control units in 2011. In addition to the increased frequency
of internal reporting and the high number of additional analytical tasks, especially since the new issues markets dried up,
measures were taken to ensure that RBI maintained its strong liquidity buffer. At the same time, the crisis scenario analyses
used for internal risk measurement and management were further developed and more closely integrated into the liquidity
and the balance sheet management of the principal Group units.

The cash flow modeling for the expected base case was also revised in 2011 to include findings from past years, in order
to adjust the resulting forecasts for capital commitment and refinancing needs. On the one hand, this should increase trans-
parency with respect to actual costs and risks, and on the other hand naturally set a course for the correct management

decisions.

The planned implementation of the liquidity requirements according to Basel Il in 2011 was another issue regarding liquid-
ity risk. Although there is still no final draft of the regulatory requirements and these can therefore be interpreted very dif-
ferently, calculations have already been conducted for RBI and individual Group units. The implementation of the required
data landscape and of the corresponding calculation applications has also already been intfroduced and will constitute @

key area of activity in 2012.

The Liquidity Contingency Committee (LCC) is a committee that concerns itself with liquidity management and measures in
the case of difficult market situations or crises. Due to the difficult market situation, the LCC was convened in the second half

of 2011 and had met several times by year-end.
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Simulation of net interest income

RBI's interest income represents a significant earnings factor and thus makes a material contribution towards stabilizing the
capital base and to the success of the business model. To do justice to this significance, risk management of interest flows is
realized in its own entity independently of liquidity risk. Here, particularly the impact of different interest rate scenarios on
interest income is simulated. In close cooperation with the front-office units, RBI thus prepares for various developments on
the market and can react quickly in the case of negative trends. The emphasis in this area in 2011 was on further develop-
ing the available analytical and reporting tools on the one hand and on harmonizing these systems within the Group on
the other.

Market risk

Since January 2010 market risk management has been based on figures from an internal model. This is calculated using @
hybrid approach; in other words, a combination of historical and Monte Carlo simulation with 5,000 scenarios, the value-
at-risk (VaR) for changes in the risk factors of foreign currencies, interest rate development, credit spreads from bonds,
Credit Default Swaps and equity indices. To improve modeling of risk factors where the probability of extreme price chang-
es exceeds the probability given by the normal distribution, numerous approaches were integrated into the model. These
include the enhancement of the scenarios to include extreme events or the consideration of the current volatility levels in
generating scenarios and different time horizons in the volatility estimate. This choice of model access already today forms
the basis for putting in place the strict Basel Il requirements in internal models. The model was additionally expanded to
include a stressed-VaR module that meets the regulatory requirements that have been in effect since 31 December 2011.

Having passed the review process of the FMA and the Oesterreichische Nationalbank (OeNB), the model has been used
since 30 August 2010 for calculating own funds requirements of foreign currency and the general interest rate risk in the
trading book for Group headquarters. The daily scope of management includes the RBI trading and banking books based
on the VaR on a holding period of 1 day and a confidence interval of 99 per cent as well as sensitivity limits. The market
risk position, the limit process and the presentation of all capital market activities in the income statement are among the
items on the fixed agenda for the weekly market risk committee meeting.

To ensure the quality of the model, daily back testing is performed. The results of these tests were always within the limits of
the model expectations and have also featured no significant deviations in recent months. Based on these positive results,
the internal model is to be allocated to the best class (“green status”) from a regulatory perspective.

Management of non-performing loans

The fact that 2011 was a difficult year for the CEE region and thus for RBI’s home market, was reflected in an increase in
non-performing loans to non-banks (up 4 per cent or € 266 million compared to 2010). However, the allocation of cor-
responding loan loss provisions was partially offset by high returns from reorganization measures. Furthermore, adequate
coverage was ensured through write-downs. This will also be one of the priorities in 2012.

In 2011, RBI also made significant process improvements in the early recognition of troubled loans and their processing,
thus largely preventing a further increase in non-performing loans. The larger range of the portfolios considered and the
improved process efficiency, the further development of the reporting system and the continuous exchange of experience
between the individual members of the Group are significant cornerstones here.
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Basel Il and Ill - regulatory environment

Once more, RBI was intensively involved with current and pending regulatory developments in 2011. The majority of the
expected changes result from the EU CRD Il guidelines on capital requirements and the even more extensive CRD IV/
CRR legislation proposed by the EU Commission. The potential impact on RBI of new and amended legislation has been
analyzed in detail. The corresponding internal guidelines were adopted where necessary, for example, in relation to the
remuneration policy and the appropriateness of remuneration.

In addition to the measures already taken in connection with the new Basel Ill regulations, risk management focused
in 2011 on the ongoing implementation of the advanced Basel Il approach. The Basel Il related activities included the
implementation of the internal ratings-based approach (IRB) in the retail- and non-retail sector in the subsidiaries in the CEE
region, further development of the internal market risk model as well as the introduction of the standardized approach to
operational risk throughout the Group.

The following table gives an overview of the current status of these projects. The implementation of the IRB approach in
subsidiaries in the CEE region will continue in 2012.

Credit risk

Non- Operational
Unit retail | Retail Market risk risk
Raiffeisen Bank International AG, Vienna (Austria) IRB! n.a. | Internal Model? STA
RB International Finance (USA) LLC, New York (USA) IRB STA® STA STA
Raiffeisenbank a.s., Prague (Czech Republic) IRB STA STA STA
Raiffeisen Bank Zrt.,, Budapest (Hungary) IRB IRB STA STA
Raiffeisen Malta Bank plc., Sliema (Malta) IRB STA STA STA
Tatra banka a.s., Bratislava (Slovakia) IRB IRB STA STA
Raiffeisen Bank S.A., Bucharest (Romania) IRB STA STA STA
Raiffeisenbank Austria d.d., Zagreb (Croatia) IRB* STA STA STA
All other units STA STA STA STA

' IRB = Internal ratings-based approach
2 Only for risk related to the open currency positions and general interest rate risk in the trading book
% STA = Standard approach

“Only on a consolidated basis

The standard approach is currently used in all principal Group units for the capital backing of operational risk in accor-
dance with Basel Il.
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Human resources

Human Resources (HR) management is closely Development of personnel
linked to RBI's economic performance. As a re- Number of staff on balance sheet data
sult, 2011 was a year of contrasts. The first half of 74 900 S—
the year was marked by optimism and forecasts e . 59,782 59,261
of growth, which prompted investments in recruit- 60,000 —— 55, — 5‘;'75]3" 3,044 S
ment and training, plus alterations to compensa- 19,566
tion principles. The situation changed in the sec- 50000 e 17,666 17,488
ond half of the year, however, and cost-cutting 40,000 28,614 L
programs were introduced in all countries.

30,000 =
As of 31 December 2011, RBI had 59,261 em- 17200 16 865

. . 17,373 [ 17,200 JEEE 16,865

ployees (measured on a full-time equivalent ba- 20,000
sis), down 1 per cent or 521 people against the

10,000
end of 2010. The largest cutbacks, based on the 12,795 13,254 13,286
total number of employees in a particular country, 0
were recorded in Hungary, Russia and Ukraine. 2007 2008 2009 2010 201
The average age of employees remained rela- Raiffeisen International RBI
tively low at 36 years, WhICh. reflects the image B Central Europe M Southeastern Evrope I Russia
of RBI as a young and dynamic bank. Graduates CIS Other Other

accounted for 74 per cent of employees, indicat-
ing a highly skilled workforce. 68 per cent of em-
ployees were women.

Performance management

The performance management process was adapted to comply with the CRD Il Requirements Directive (further details at
the end of the section). In 2011, the bulk of improvements to HR tools and guidelines was based on these requirements. The
key priorities lay in matching individual managers’ performance targets to the business strategy, providing intensive train-
ing for managers and staff, and improving processes.

Training and international transfer of knowledge

The priorities of professional development are closely linked to the RBI Group business strategy. Consequently, the 2011
training programs focussed on capital market products and risks with a view to enhancing corporate customer advisors’
skills in this area, as well as on risk management and premium banking. All staff have access to a wide range of courses.
In order to increase the impact of Group-wide training, so-called master trainers were appointed at each network bank.
These serve as multipliers, facilitating the transfer of knowledge and expertise.

Alongside traditional training, the promotion of intra-Group mobility and the international exchange of knowledge and
personnel were key aspects. For example, international trainee programs in Risk Management and Treasury encouraged a
purposeful exchange of know-how and experience between the network banks.

The range of e-learning courses - a vital component in ongoing training - was expanded in the period under review.
E-learning is primarily used to provide the best possible support for training on common topics as well as on local and
Group-wide initiatives. Improvements to the technical infrastructure and more user-friendly features resulted in consider-
ably higher levels of use and acceptance in 2011.
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Talent management and management development

As an employer, RBI creates an environment that challenges employees, thereby developing and supporting their personal
skills. In order to highlight the career options open to the most talented specialists and to encourage them to stay with the
company, RBI wants to ensure that attractive alternatives to a career in management are available to them. The requisite
structures have been established and provide the basis for a broad range of talent management measures.

Top companies for leaders

In recognition of its management development strategy and programs, RBI became the first Austrian company to be recog-
nized in the international study “Top Companies for Leaders 2011.” RBI came in sixth in the European ranking of the study,
which was conducted by the American Fortune magazine in cooperation with human resources consultancies AonHewitt
and the RBL Group. RBI was one of only a few banks to make it onto the list. Evaluation criteria included the strength of
leadership practices and culture, examples of leader development on a global scale, alignment of leadership and business
strategy, business performance, and company reputation.

RBI’s talent managementfeatures clear processes and Filling of Board positions in network banks
effective tools. RBI has an impressive pool of top tal- 1009
ent comprised of more than 120 individuals meaning
that most high-level positions can be filled by internal

candidates. 80%

Numerous Group-wide and 60% — — — — — -
local initiatives 88% 100%

In order to give key managers detailed feedback 0F T o - 63% -
on their current performance - including a market

comparison - RBI developed a Group-wide top ~ 20% — - — - - -
management audit in 2011. The audit forms the ba-

sis for individual development plans that promote 0

internationalization and a diversification of man- 2007 2008 2009 2010 2011
agement skills. M External Internal

In addition, a wide variety of local initiatives were

set up to identify and encourage high potentials, such as assessment centers for branch managers in Kosovo, for middle
management in Russia and for top local talent in Hungary, as well as the Croatian School of Excellence and the Executive
Education Program launched in cooperation with local and international business schools in Russia and Poland.

Long-standing successful management development programs for various target groups and management grades, as well
as coaching and “360-degree feedback,” continued in 2011. RBI also worked with the training teams of the Austrian
Raiffeisen Banking Group (RBG) on the Raiffeisen Campus project - a project designed to foster more transparent talent
management within the Raiffeisen Group as a whole in the medium term.

Employee surveys

Many Raiffeisen units conducted employee surveys in 2011; in addition to Austria also Albania, Croatia, Kosovo, Poland,
Romania and Serbia. In Austria more than 70 per cent of employees completed the survey. Alongside questions regarding
working conditions, cooperation, information, communication and job satisfaction, one focus of the survey was dedicated
to the concept of leadership. After evaluating the results, over 60 projects were developed and initiated in 2011. More-
over, measures were taken to improve internal information and communication and various features of the performance
management and compensation systems were modified.



Group Management Report Page 85

Joining forces in Human Resources

Group-wide management, knowledge management and mutual learning remained key issues for RBI’s Human Resources
management activities in 2011. Priorities included implementing Group standards and promoting cooperation between
subsidiary banks, particularly the exchange of experiences and best practices. The annual meeting of RBI HR managers
was held in April and covered current topics such as job grading, change projects, compensation programs, performance
management, and incentive schemes. Moreover, two regional meetings held in Minsk and Zagreb looked at different
regional and national requirements. The spotlights here were on optimal HR structure, employee development, and the
optimization of administrative HR processes.

New compensation rules

The Austrian Banking Act (Section 39b BWG), amended to comply with new EU legislation (Capital Requirements Direc-
tive Ill, CRD Ill), requires banks to have variable remuneration schemes from 2011 onwards. The aim is to motivate em-
ployees to adopt practices promoting sustainability and long-term growth. Consequently, RBI modified its remuneration
schemes in 2011, introducing special rules for managers, risk buyers (roles where business decisions directly affect the risk
profile), employees with supervisory duties, and employees who fall into the same remuneration group as managers and
risk buyers and whose activities have a significant impact on the risk profile (“identified staff”).

AllRZB Group companies were evaluated to determine how certain criteria (e.g. business model, assets, economic capital,
efc.) affect risk, after which decisions were taken on how to apply the new remuneration guidelines (in full, partially, or
the basic minimum) and who qualified as “identified staff.” Based on that assessment, a detailed set of compensation prin-
ciples was developed that form the backbone of remuneration policy and practices in RBI and RZB banks. This provides a
framework across the Group to ensure that employee remuneration is aligned with the new legal requirements:

General RBI Compensation Principles

m Compensation principles support the business strategy and the long-term company targets, interests and values through
using the RBI KPI (Key Performance Indicators) set and key cultural competencies.

m Compensation principles incorporate measures to avoid conflicts of interests.

m Compensation principles and policies are consistent with effective risk-taking management practices and avoid incen-
tives for inappropriate risk taking through KPls and management processes (e.g. performance management process,
risk committees, bonus pool approach).

m Compensation is driven by a functional structure (e.g. grading structure) and is performance-related.

B Compensation is competitive and affordable and is defined according to the relative value of the job, market value and
practices.

B Fixed compensation is defined in accordance with local market conditions.

B The pay-mix (portion of variable compensation to fixed compensation) is well balanced which allows every employee
an adequate living based on fixed income, thus allowing a full flexible variable remuneration policy including the pos-
sibility of no variable remuneration.

B The variable compensation may consist of:

Short-term Incentive (STI): for performance of up to one year measured at Group, bank, business unit and individual
level using quantitative and qualitative criteria.

To ensure that total organization/unit performance is reflected in short-term incentives, bonus pools define total
amounts of payments.

Mid-/Long-term Incentive (LTI): for sustained performance up to five years based on mid- and long-term measure-
ments.

B All variable compensation programs include regulations for thresholds and caps.

The total variable remuneration is not allowed to limit the ability of the institution to strengthen its capital base.

m Variable remuneration is not to be paid through vehicles or methods that facilitate the avoidance of the requirements of
this corporate directive.

B Performance is the basis for all variable compensation schemes and takes into account:

the bank, business unit (where applicable) and individual performance (including compliance with the RZB Group

Code of Conduct and the compliance regulations).

the costs of risks, liquidity and capital.
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B Individual performance is the output of achieved results and behaviors/competencies based on both quantitative and
qualitative measures, assessed within the performance management process and by taking into account financial and
non-financial criteria.

m Group/unit performance is the output of achieved results based on quantitative measures following the RBI Group KPI
set.

B Employees engaged in control functions are compensated independent of the business unit they supervise, have ap-
propriate authority and their remuneration is determined on the basis of achievement of their organizational objectives,
regardless of the results of the business activities they monitor.

B The pension benefits are in line with the business strategy, objectives, values and long-term interests of the institution.
If the employee leaves the company before retirement, discretionary pension benefits will be held for a period of five
years in the form of the equity/non-cash instruments. In case of an employee reaching retirement, discretionary pension
benefits shall be paid to the employee in the form of equity instruments subject to a 5-year retention period.

B Guaranteed variable payments are used only as an exception limited to the first year of employment.

Additional rules apply to “identified staff,” such as deferring parts of the variable remuneration for a stipulated period.

New compensation rules were intfroduced in all Group units, in line with the Group principles and the relevant local statu-
tory requirements. In some countries, this involved altering existing variable remuneration schemes, as was the case for the
annual bonus system in Bosnia and Herzegovina and the incentive schemes for individual retail units in Serbia.

In the course of the merger of Raiffeisen International with the principal business areas of RZB in 2010, the compensation
structures in Austria were standardized and harmonized. This process was completed in 2011. The compensation and bonus
systems were completely overhauled to comply with the new regulatory demands. The basic compensation model was com-
pared against market standards, and salary margins were defined for all function groups. With these steps, the compensa-
tion scheme harmonization process - a key component in the development of a new corporate culture - was completed.
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Outlook

Economic prospects

Central Europe

Having benefited from stable growth in their export markets in 2011, Central Europe’s economic forecast for 2012 is
significantly gloomier. In this climate, Poland’s GDP growth is likely to drop from 4.3 per cent in 2011 to 2.8 per cent in
2012. The situation is similar in Slovakia, which was still reporting growth of 3.3 per cent in 2011, but is likely to suffer a
drop in economic output to 0.8 per cent in 2012. With domestic demand remaining weak and exports falling as a result
of the expected recession in the eurozone, total economic output in the Czech Republic is expected to fall by 0.2 per cent
in 2012. Similar developments are expected in Slovenia where the heavy dependence on exports, a fragile banking sec-
tor and a delay in political reforms generate grim prospects. The latest political decisions in Hungary have had an impact
on investor confidence. Combined with low domestic demand, the forecast here in 2012 is for economic output to fall by
0.5 per cent.

Southeastern Europe

The renewed slowdown in the eurozone’s economy, combined with persistently weak investment activity, is, as in the
case of Central Europe, likely to have a dampening effect on Southeastern Europe and could lead to stagnation or even
recession in some countries. Tighter lending, persistently high unemployment and a drop in transfers from Southeastern
Europeans working abroad are impairing consumer spending. Governments there also have limited resources to signifi-
cantly increase consumption or finance investments. Consequently, GDP is expected to rise only marginally by around
0.3 per cent in 2012.

CIs

Even though oil prices are expected to remain high, lower growth is forecasted for the Russian Federation in 2012. Russia
is increasingly struggling to transform its export price level into significant economic growth. Nevertheless, at 3.7 per cent
it should still be well within positive territory and above the average eurozone level. Domestic factors boosting the econ-
omy - through both private demand and investments - are likely to be somewhat weaker year-on-year. Similar develop-
ments are expected in Ukraine. Like Russiq, it is heavily dependent on the volatile prices of commodities and, as such, is
particularly exposed to risk in the current global environment. Growth in the economy is likely to drop from 5.2 per cent to
3.5 per cent. Domestic consumption remains high, while exports are decreasing slightly. Belarus will still have to struggle
with the consequences of the economic crisis in 2012. With pressure from inflation and depreciation still high, GDP growth of
3.0 per cent is expected.

Eurozone

Current forecasts predict a distinctive economic downturn at the end of 2011/beginning of 2012. Owing to the high financ-
ing costs, fiscal counter steering is nearly impossible in most countries. On the contrary, persistent restrictive fiscal policies
are to be expected for the majority of eurozone countries in 2012. Furthermore, the political environment will remain
turbulent. Budget cutbacks and structural changes on the national, as well as bail-out packages on the European level will
most likely be accompanied by criticism and protests. In light of these circumstances, a noticeable recession is anticipated
from year-end 2011 until mid-2012. On the eurozone demand side this will be characterized by a decline in the demand
for investments and public consumption. It is likely that some eurozone countries will experience a decline in their economic
performance: Austria (0.3 per cent), Belgium (minus 0.2 per cent), Finland (0.0 per cent), France (0.1 per cent), Germany
(0.0 per cent), Ireland (minus 0.7 per cent), Italy (minus 1.8 per cent) and Spain (minus 1.2 per cent). The largest GDP
declines are forecast for Greece (minus 5.5 per cent) and Portugal (minus 3.8 per cent).
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Asia

China will remain the motor for growth in Asia in 2012, even though economic growth will be noticeably slower due to the
worldwide decline in demand for exports, as well as internal imbalances in the real estate market. Decreasing inflation
enables monetary countermeasures. At the same time, it is expected that fiscal policy will not interfere quite as strongly as
it did in 2009 (strong increase in investments), but that smaller measures, geared towards stimulating consumption and sup-
porting low income households, will be taken. In general, the government's targeted growth of 7.5 per cent in 2012 will be
exceeded. India also faces a significant slow-down in economic growth that will reach its low in the first half of 2012. For
2012 the growth forecast stands at an average of 7.0 per cent.

Outlook for RBI

In the context of expected overall economic developments, particularly in CEE, we are aiming, with the inclusion of the
acquisition of Polbank, for a return on equity before tax of around 15 per cent in the medium term. This is excluding future
acquisitions, any capital increases, as well as unexpected regulatory requirements from today’s perspective.

In 2012, we expect a stable business volume due to the economic environment and restrictive regulatory requirements.
From the customer standpoint, we plan to retain our Corporate Customers division as the backbone of our business and in
the medium term to expand the proportion of business volume accounted for by our Retail Customers division.

Against the backdrop of a permanently changing regulatory environment and further strengthening of our balance sheet
structure we are continuously evaluating the level and structure of our regulatory capital to be able to act promptly and
flexibly. Depending on market developments, a capital increase also continues to be a possible option.

Despite the cautious economic growth forecast, we expect to see a stabilization of the net provisioning ratio along with
only a marginal increase in non-performing loan volumes. Due to current developments on the economic and political
fronts, it is not possible to accurately predict when we will reach a turning point as far as non-performing loans are
concerned.

In 2012, we expect higher bank levies than in the previous year. In Austria and CEE this will presumably result in a nega-
tive earnings effect of some € 160 million (of which approximately € 100 million in Austria, € 40 million in Hungary and
€ 20 million in Slovakia).

We plan to raise around € 4.6 billion in long-term wholesale funding (maturity of more than one year) for the RBI Group
in 2012. In the capital markets we intend to raise € 2.1 billion in wholesale funding, of which around € 1.3 billion had
already been placed as of mid-March.

In 2012 we will once again pay increased attention to cost development. Therefore, we have implemented Group-wide
cost efficiency programs in order to achieve a flat cost development. The number of Group outlets is to remain fairly stable
in 2012 (excluding Polbank), although there may continue to be some optimization of our network in some countries.
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Events after the balance sheet date

Acquisition of Polbank

RBI signed an agreement with the Greek EFG Eurobank Ergasias S.A. (Eurobank EFG) on 3 February 2011 for the acqui-
sition of a majority share of 70 per cent in its business unit Polbank EFG (Polbank) as a first step. With its strong focus on
private customers, Polbank would complement Raiffeisen Bank Polska ideally, which mainly focuses on corporate customers.

Significant steps towards acquiring Polbank - for example the approvals by the European Commission and the transition
to an independently licensed bank - as well as the preparations for the future organizational structure of the merged bank
were successfully carried out in the 2011 financial year. Closing the transaction now depends on the regulatory approval
in Poland.

Strengthening the core capital

The tender offer period for buying back several RBI hybrid bonds ended on 5 March 2012. In total, RBI bought back secu-
rities with a total nominal value and at a liquidation preference amount of € 358 million. The buyback increases the core
tier 1 capital by approximately € 113 million (the difference between the nominal and redemption amount) or the core tier
1 ratio by 0.12 percentage points. This strengthens the capital structure accordingly against the backdrop of the changes
in the regulatory requirements.

RBI optimizes structure of participations to prepare
for Basel Ill

In the course of its measures to prepare for the Basel Il guidelines that will be in force as of 2013, RBI is currently optimiz-
ing its structure of participations. The European implementation of Basel |1l will limit the recognition of the capital contribu-
tions provided by minority shareholders. In order to avoid this effect, RBI will acquire the minority shareholdings that RZB
holds in the Slovak Tatra banka a.s. and the Czech Republic’s Raiffeisenbank a.s. By doing so, RBI will increase its already
existing majority shareholdings in these network banks and will further simplify the shareholder structure.

On the completion of this measure - which is still subject to approval from the relevant regulatory authorities - RBI's equity
share in Tatra banka in Slovakia will increase from 65.8 per cent to 78.6 per cent and from 51.0 per cent to 75.0 per cent
in Raiffeisenbank in the Czech Republic. The purchase price for the shares will total approximately € 344 million, which
will initially impact RBI's core tier 1 ratio by around 0.35 percentage points.
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