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Overview

Raiffeisen’s historic vision – which is rooted in an awareness of being part of a mutually supportive
community founded on giving and taking – and the brand development that is based on that bedrock
are the foundations of RZB’s business model, in which sustainability is key. In times of growing global-
ization primarily characterized by tougher competition in business and in society, the corporate sec-
tor’s responsible use of resources in its dealings with employees, those they do business with and
society itself is becoming increasingly important.

For banks – the intermediaries in the national and international business and money cycle – global-
ization has long been omnipresent. For this reason, it is not just crucial that the standards imposed on
them when it comes to the sustainable and responsible handling of their most important resource –
money – are high and strictly regulated on a global basis. How a bank lives up to its responsibility as
a financier within the context of moral and ethical values is just as important as the way it lives up to
its responsibilities as an active participant in the global financial system.

A long tradition of sustainable action

RZB and the Raiffeisen Banking Group can do more than look back on an unparalleled founding his-
tory. They also remained true to this tradition during the year under review. Once again, this
included making wise use of resources, which, as has been the case of all ecologically relevant issues
and actions since 1996, was coordinated by Raiffeisen Zentralbank’s Environmental Committee – not
to mention the early recognition of ecological risks, which is a firm component of the lending process.

RZB continued to live up to its goal of providing interested third parties with as much information as
possible during 2005 while at the same time never neglecting its duty as a bank to respect the commer-
cial and market interests of its customers and those it does business with. This is the responsibility of the
Managing Board of RZB in conformity with Austrian equity and banking law, its Memorandum and
Articles of Association and the Supervisory Board’s standing orders. RZB’s report on its risk manage-
ment activities and reporting of the company’s results in 2005 illustrated once again the high standards
that RZB has set itself. In questions of decision-making processes, financial reporting, combating fraud
and so on, RZB not only adheres to valid standards but also takes an active part in shaping them. For
instance, RZB employees played a leading role in the development of Austria’s Corporate Governance
Kodex.

For RZB, sustainability in this connection means more than just compliance and having a sense of
responsibility. The action it takes to combat money laundering and prevent the financing of terrorism
also goes well beyond minimum statutory requirements. By using professional tools to control every
transaction and business relationship, RZB has lastingly strengthened its profile as a major clearing
bank.

Corporate Social Responsibility
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Overview

Trust in the Raiffeisen brand is also the fruit of responsible action

For Raiffeisen, acting responsibly vis-à-vis staff, customers, shareholders and the environment is more
than just modern image-polishing. It has shaped the enterprise since the founding of the first Raiffeisen
credit cooperative in the 19th century. Nonetheless, this responsible action is something that has to be
recreated daily. That this continued to happen during the year ended was evidenced not least by RZB’s
good financial results, which demonstrated the acceptance that the company enjoys in society. Attrib-
utes like “honest”, “optimistic”, “quick to make decisions”, “with a sense of tradition”, “ambitious” and
“locally rooted” are just as telling. According to a respected European study of 25,000 respondents,
these are the words and phrases that people associate with Raiffeisen in Austria.

RZB is also true to the principles of sustainability in every area of its internationalization strategy. For
instance, the successful acquisition of Bank Aval in the Ukraine in the autumn of 2005 was directly
linked to the perception of RZB as a fair and reliable partner throughout Central and Eastern Europe.
RZB has been systematically working on creating and developing its own banks in the region instead of
depending solely on takeovers.

An important role in the CEE region

RZB’s early and responsible commitment to the transformational economies in the region did more
than engender confidence among foreign direct investors. Besides financing SMEs, offering the popu-
lation modern banking services and transferring know-how, RZB is also helping develop modern
industrial and service structures and is working to eliminate corruption and anchor a welfare system
with a secure future, leaving no doubt as to the sustainability of its business strategy.

Promoting microfinance

In 2005 – the UN General Assembly’s “International Year of Microcredit” – RZB supported Austria’s
Oikocredit society in its fight against poverty by organizing a wide-ranging symposium on the subject
as well as itself working to raise the necessary funds. Microloans are very small loans of between € 50
and a few thousand euros granted to private individuals and businesses in developing countries that
are unable to gain access to conventional loans because of their lack of assets and collateral.

The capital to finance microloans is provided by institutions and private individuals investing their sav-
ings in the form of shares in Oikocredit. This capital is used to grant loans on favourable terms. In
return, the investor receives an annual dividend of between 1 and 2 per cent. The aim is not to make
the maximum profit. The focus is on supporting fruitful development in the poorest parts of the world.
Oikocredit International is one of the world’s largest private providers of socially and ecologically
responsible investments in the world with capital totalling over € 223 million.

Oikocredit gives the poorest people an opportunity to stand on their own feet and permanently improve
their living conditions, and at the same time, it satisfies the desire of many to invest ethically. They want
to support sustainable development with their money while at the same time investing it securely. The
return is secondary.
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Overview

Staff – the cornerstone of success 

It is primarily staff who give life to phrases about prudence, responsibility and sustainability. Motiva-
tion and qualifications are therefore at the centre of RZB’s personnel policies and the basis of all its
actions, offers and demands in this field. This includes for instance achieving an ideal work-life bal-
ance. Among other things, RZB contributes by offering staff flexitime without any core hours of work
as well as attractive part-time and teleworking models and a company kindergarten with particularly
staff-friendly opening hours. RZB also takes this commitment out into the community, for instance by
supporting Austria’s most effective career network for women within the scope of a series of events
called “Women Talk Business”.

RZB attaches great importance to basic and further training and actively fosters the development of
every staff-member at every level of the hierarchy. The joint setting of goals combined with going as
far as possible to take a staff-member’s individual wishes into account makes it possible for the indi-
vidual employee and the company as a whole to maintain a clear focus. Not least, the expertise and
personal qualifications of staff are the prerequisites for high-quality services and, therefore, for ensuring
that RZB’s overall strategic goals can be realized within the scope of its corporate social responsibility.

Economic and ecological responsibility

As a signatory of the United Nations Environment Programme for Financial Institutions (UNEP/FI),
RZB sees the responsible and forward-looking handling of all environmental issues as going without
saying. In accordance with Raiffeisen guidelines, RZB sees higher standards regarding the efficient
use of resources as creating a social obligation and, in addition, as an opportunity to work together
with its workforce to increase ecological awareness internationally, especially in the CEE region.

To take one example, during the year ended, instead of disposing of over a thousand workstation com-
puters that had become too old for banking purposes, productive uses were found for them within the
scope of social projects. In addition, over a hundred laptops were given to staff for private use with the
support of the Works Council.

In order to promote cooperation between Austrian environmental technology companies and coun-
tries in Central and Eastern Europe, RZB created an environment award called “Österreichische
Umwelttechnologie in Mittel-, Ost- und Südosteuropa” (Austrian environmental technology in Cen-
tral, Eastern and Southeastern Europe). An expert jury gave the 2005 award to a joint venture in
the Romanian Carpathian Mountains. This project involved building eco-friendly mountain refuges
where diesel generators have been replaced by photovoltaic power generation and ecologically
friendly waste and sewage disposal systems have been installed. RZB did more than reward the idea
of ecological progress with its environmental prize; it also assisted with the know-how transfer
needed for the project. It was namely an Austrian company that installed an ice-proof photovoltaic
power plant in the Carpathian Mountains at a height of 6,700 feet.
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A leader in implementing Kyoto

For a number of years, RZB has also been the leader among the country’s major banks when it comes
to advising and servicing Austrian companies wanting to take environmental action in conformity with
the Kyoto Protocol. During its Environmental Protection Day in 2005, RZB created a platform for
mutual exchanges between companies, authorities and environmental consultants. RZB advises its cor-
porate customers on reducing global CO2 emissions within the scope of a strategic alliance with con-
sultants ACM (Austrian Carbon Management).

The growing shortage of emission licences in the market is compelling companies to make existing
plant more environmentally friendly. In recent years, RZB has accumulated substantial expertise in the
facilitation and financing of projects that are either particularly environmentally friendly or use regen-
erative energy. RZB was the first Austrian bank to address the implications of the United Nations
Framework Convention on Climate Change.

Willingness to help and social involvement: Basic Raiffeisen values

Giving society back a part of what it has helped one to achieve is a good way to describe what corpo-
rate social responsibility is about, and one could undoubtedly use this definition to develop a gauge of
the extent to which companies have internalized the principles of corporate social responsibility. Raiff-
eisen meets such standards to the highest degree. This is not only demonstrated by the bank’s own ini-
tiatives described above. The willingness of the members and staff of the Raiffeisen Banking Group to
provide help is also exemplary. For instance, they donated € 3.2 million to the victims of the Tsunami
in the Far East.

This commitment is also underscored by the bank’s readiness and desire to devote itself to the promo-
tion of art and culture as the principal identifiers of a society through time. The Mozarteum Tutorial
Prize to help young musicians is just one of RZB’s many projects in this field. This prize is unique in the
world in that it offers young Mozart interpreters the chance to win a prestigious “star” as a tutor for a
year. Besides sponsorship, the tutorial also includes an Internet site and the production of the prizewin-
ner’s own CD. Raiffeisen naturally permanently supports a diversity of other activities and institutions
such as the Österreichische Galerie in the Belvedere Palace, the State Opera, Vienna’s Musikverein and
the Albertina. As always, they received generous support during 2005.

Overview
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RZB Group
Monetary values in €mn 2005 Change 2004* 2003 2002 2001
Income Statement

Net interest income after provisioning 1,399.6 50.8% 928.1 660.7 557.7 422.5

Net commission income 619.0 28.0% 483.7 359.3 283.3 213.7

Trading profit 372.3 19.5% 311.6 293.3 253.5 239.5

General administrative expenses (1,574.0) 31.6% (1,196.1) (1,017.4) (899.9) (702.5)

Profit before tax 929.9 34.3% 692.3 343.6 242.6 231.7

Profit after tax 704.6 24.5% 565.8 278.4 180.5 210.8

Consolidated profit 450.9 1.2% 445.7 216.2 137.4 163.6

Earnings per share in € 92.6 (9.7 €) 102.3 48.8 33.4 41.5

Balance Sheet

Loans and advances to banks 29,647 33.4% 22,229 19,152 15,028 16,582

Loans and advances to customers 39,613 41.7% 27,957 22,180 19,785 16,936

Deposits from banks 43,416 34.5% 32,270 27,423 23,471 24,915

Deposits from customers 32,158 37.5% 23,386 16,990 12,673 10,261

Equity (incl. minorities and profit) 4,950 48.1% 3,343 2,445 2,275 1,956

Balance-sheet total 93,863 38.3% 67,864 56,053 46,405 44,584

Regulatory information

Basis of assessment (incl. market risk) 55,783 44.9% 38,492 30,389 27,973 24,112

Total own funds 5,199 26.2% 4,120 3,097 2,869 2,425

Own funds requirement 4,463 44.9% 3,079 2,431 2,238 1,929

Excess cover 16.5% (17.3 pp) 33.8% 27.4% 28.2% 25.7%

Core capital ratio (banking book, Tier 1) 8.3% (0.9 pp) 9.2% 7.5% 7.4% 7.4%

Own funds ratio 9.3% (1.4 pp) 10.7% 10.2% 10.3% 10.1%

Performance

Return on equity (ROE) before tax 23.9% (6.0 pp) 29.9% 15.5% 12.5% 13.3%

Return on equity (ROE) after tax 18.1% (6.3 pp) 24.4% 12.5% 9.3% 12.1%

Consolidated return on equity 15.5% (7.3 pp) 22.8% 12.1% 9.9% 11.3%

Cost/income ratio 58.9% (0.9 pp) 59.8% 64.1% 67.2% 66.4%

Return on assets (ROA) before tax 1.17% 0.06 pp 1.11% 0.67% 0.53% 0.52%

Net provisioning ratio
(average risk-weighted assets in banking book) 0.52% (0.12 pp) 0.64% 0.72% 0.60% 0.53%
Risk-to-earnings ratio 12.9% (4.6 pp) 17.4% 23.4% 21.3% 21.0%

Resources

Number of staff on balance-sheet date 46,243 82.6% 25,323 21,119 16,700 14,459

of which in Austria 2,529 6.6% 2,373 2,513 2,528 2,513

of which in CEE region 43,430 89.2% 22,707 18,368 13,944 11,715

Ratings Long-term Short-term Fin. strength Outlook

Moody’s Investors Service A1 P-1 C+ Stable

Standard & Poor’s — A1 — —

* Comparative figures have been adjusted to allow for amended and new IFRS provisions (see page 135 et seq of the Notes). Tables may contain rounding errors.

Survey of key data
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