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Management report for H1 2016
ESB Group achieves strong financial results in H1 2016

"The achieved financial results in the first half of 2016 confirms the quality, accuracy and sustainability of ESB
Group’s business model in Croatia. The stability of the operating business, responsible management of risk
policies, growing trends in new loans and in the use of bank's digital channels additionally consolidate our
position on the Croatian banking market and create solid foundations for long-term business success. We aim to
remain a reliable partner to our clients in the realisation of their financial needs and business plans, while at the
same time maintaining an intense focus on further digitisation of business operations,” said Christoph
Schoefboeck, Chairman of the Management Board of Erste&Steiermérkische Bank d.d., commenting on the
business results for the first half of the year.

IN BRIEF

In the first six months of 2016, ESB Group* has achieved strong business results. Net profit amounted to HRK
608.4 million, compared to HRK 200.3 million in the same period of 2015. The most significant impact on its
increase came from lower risk costs, a stable and slightly rising trend in operating results, as well as the one-off
effect of the sale of a share in the company VISA Europe Limited, amounting to HRK 74.9 million. ESB Group's
total assets at the end of June 2016 amounted to HRK 65.6 billion and were down by 3.9 % compared to the end
of June 2015, when they had amounted to HRK 68.2 billion. Total loans as of 30 June 2016 amounted to HRK
42.5 billion, 6.1% less compared to HRK 45.2 billion as of 31 December 2015. Total deposits as of 31 June 2016
amounted to HRK 44.0 billion and were 4.3% lower compared to 31 December 2015, when they amounted to
HRK 45.9 billion.

According to the non-consolidated financial report for Erste&Steiermérkische Bank d.d., without subsidiaries, net
profit in H1 2016 amounted to HRK 425.0 million, compared to HRK 82.0 million in the same period of 2015. The
bank's total assets in the first six months of 2016 amounted to HRK 56.4 billion and were down by 4.4%
compared to the end of 2015, when they had amounted to HRK 59.0 billion. Total loans as of 30 June 2016 stood
at HRK 34.9 billion and were down by 6.7% compared to the end of June 2015, when they had stood at HRK 37.5
billion, which was in part due to the effects of CHF loan conversion, i.e. the reduction of loan principal following
the conversion. Total deposits as of 31 June 2016 amounted to HRK 42.5 billion and were 3.6% lower compared
to 31 December 2015, when they amounted to HRK 44.2 billion. However, retail deposits retained a stable trend
of mild growth, having increased from HRK 25.0bn at the end of last year to HRK 25.1bn at the end of June 2016.

In general, in the first half of 2016, Erste bank has recorded stable trends in new loans. For example, in the retail
segment, which includes micro-companies as well, an increase in new loans of about 20% was achieved, from
around HRK 1.5 billion in H1 2015 to around HRK 1.8 billion in the same period this year. In the segment of retail
home loans and home improvement loans, growth of almost 80% was achieved, from about HRK 151.7 million in
new loans in H1 2015 to around HRK 272.3 million in the same period this year. The rising trend in digitalisation
was evident through the increased use of the bank's online channels. For example, the share of cash loans
realised through online channels in the first half of 2016 amounted to 34% by number of loans, or 47% by volume.
In housing loans, this share amounted to 18% by number, or 16% by loan volume. Positive trends have also been
recorded in the corporate segment, which reflects the improvement of the business environment for corporate
clients and the rising demand in the investment loans segment. In this segment, Erste bank has achieved growth
in new loans of about 18% from HRK 2.1 billion in the first six months of 2015 to about HRK 2.5 billion in the
same period this year.

Adopting the position that a gradual development of an adequate market environment and conditions beneficial
for stronger affirmation of the option to sell non-performing loans in the banking sector are evident in Croatia,
Erste banka has decided to make use of this option and, implementing a business practice common in many
European Union member states including markets in which the international Erste Group is present, to offer a



selected share of its non-performing loans to interested companies. It is important to note that this was limited to
reputable and established companies which came forth as buyers of such receivables. The purpose of such a
decision was, on cone hand, to reduce the NPL ratio in the total loan portfolio, which amounted to 12.4% at the
end of June 2016 {on 31 December 2015 it stood at 14.9%), but also to focus on new lending opportunities and
increased support of quality projects on the market.

OUTLOOK

The most important prerequisite for the Croatian economy's continued recovery in 2016 is certainly the stability of
the political and legal framework, without which there can be no investor confidence, investment growth and no
real economy development. The banks in Croatia are able to and want to financially support positive initiatives
and good projects of the private sector, which has to become the generator of economic growth and new jobs.
The banks' focus must primarily remain on the client and the client's needs, with a minimal level of government
interventions, and with fewer new regulatory requirements.

In the next period, Erste banka will continue to follow the financial needs of the retail segment, while maintaining a
strong focus on the SME segment, supporting quality projects driving the development of the real economy and
employment. By maintaining partnership relations, fostering open communication and understanding each-other's
needs, Erste bank will continue to build a successful business in the future, thereby making an adequate
contribution towards the development of the Croatian economy as a whole, with the goal of realising all of its
potential. The bank wants to play an active role in attaining these goals, which will contribute towards the
improvement of the quality of living of all Croatian citizens.

ESB Group’s consolidated financial statement includes the following subsidiaries in addition to Erste&Steiermérkische Bank d.d.: Erste
Nekretnine d.o.o., Erste & Steiermérkische S-Leasing d.o.o., Erste Bank a.d., Podgorica, Erste Card Club group, Erste Factoring d.o.o., Erste
Group IT HR d.o.o. and lzbor Nekretnina d.o.o.

Related parties transactions

In HRK mio ESB GROUP BANK
30.6.2015. | 31.12.2015. | % change | 30.6.2015. | 31.12.2015. | % change |
ASSET 1.083 891 21,5% 1.639 1.371 19,5%
LIABILITIES 12.567 14.658 (14,3%) 8.379 9.643 (13,1%)
30.6.2016. | 30.6.2015. | % change | 30.6.2016. | 30.6.2015. | % change |
REVENUES 223 124 79,8% 246 156 57,7%
EXPENSES 205 594 (65,5%) 184 605 (69,6%)




Risk management

Risk management is a set of procedures and methods established for identifying, measuring, assessing,
controlling and monitoring of risks, including reporting of risks to which the credit institution is or might be exposed
in its operations. The Bank is obliged to regularly measure and assess the risks identified in its business. Methods
of measuring and assessing risk must include appropriate quantitative and/or qualitative measurement methods
and risk assessment that will enable the observation of changes in Bank's risk profile, including the emergence of
new risks.

The most significant risks that affect Bank’s business operations are credit, market, operational and liquidity risk.

Credit risk is the risk of potential loss due to a debtor's non-payment of obligations towards the Bank, and it arises
from the possibility that the Bank’s credit claims and related fees and interest will not be repaid in the foreseen
amount and timeframe. The Bank identifies, measures, follows up on, controls, i.e. actively manages the credit
risk as one of the most important risks and determines existence of appropriate capital level for covering of such
risks. Risks related to credit risk are: currency induced credit risk, residual risk, sovereign risk, dilution risk and
concentration risk.

Market risks represent the risk of loss in open position stemming from the change in the movements of the market
prices, including changes in interest rates, exchange currencies and prices of securities. In this sense, market risk
include: (i) interest rate risk, (ii} currency risk and (jii) equity investment risk.

Operational risk is a risk of unexpected direct or indirect loss occurring due to the functioning of the human factor,
inadequate procedures and controls, technological oversights, accidents and external factors. It is also a legal risk
representing the possibility of outflow of the Bank’s capital due to established fees or issued penalties and
sanctions derived from a legislative, administrative or other proceeding on the basis of the failure to meet
contractual or legal obligations, while contemporaneously excluding strategic and reputational risk.

Liquidity risk is a risk of loss stemming from an existing or expected inability of a credit institution to settle its
monetary obligations upon maturity. Liquidity risk arises from maturity mismatch between assets and liabilities.

Except above mentioned risks the Bank manages and all other risk that could affect their business operations
such as: systemic risk, regulatory risk, business environment risk etc.
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STATEMENT OF FINANCIAL POSITION

as of | 30.6.2016 | in HRK
Name of position AOP Prior period Current period
1 2 3 4
ASSETS
1. CASH AND DEPOSITS WITH Central bank (002+003) 001 8.086.507.999| 7.007.712.351
1.1. Cash 002 1.093.172.839 1.194.788.608
1.2. Deposits with Central bank 003 6.993.335.160{ 5.812.923.743
2. DEPOSITS WITH BANKING INSTITUTIONS 004 1.288.421.182| 2.113.968.340
3. TREASURY BILLS WITH MINISTRY OF FINANCE AND BILLS OF EXCHANGE WITH
CENTRAL BANK 005 37.990.562 10.979.597
4. SECURITIES AND OTHER FINANCIAL INSTRUMENTS HELD FOR TRADING 006 130.125.727 293.283.412
5. SECURITIES AND OTHER FINANCIAL INSTRUMENTS AVAILABLE FOR SALE 007 6.357.628.532| 6.868.928.463
6. SECURITIES AND OTHER FINANCIAL INSTRUMENTS HELD TO MATURITY 008 870.455.671 844.117.052
7. SECURITIES AND OTHER FINANCIAL INSTRUMENTS NOT ACTIVELY TRADED, 009 0 0
MEASURED AT FAIR VALUE THROUGH PROFIT AND LOSS
8. DERIVATIVE FINANCIAL ASSETS 010 63.922.454 94.120.363
9. LOANS TO FINANCIAL INSTITUTIONS 011 1.762,462.655| 1.217.793.232
10. LOANS TO OTHER CUSTOMERS 012 37.459.759.761] 34.941.186.623
11. INVESTMENTS IN ASSOCIATES, SUBSIDIARIES AND JOINT VENTURES 013 1.023.446.572| 1.063.630.587
12. REPOSSESED ASSETS 014 532.311.601 588.393.941
13. TANGIBLE ASSET (MINUS DEPRECIATION) - o 015 562.525.868 547.771.920
14. INTEREST, FEES AND OTHER ASSETS 016 819.641.261 798.046.856
A) TOTAL ASSETS (001+004 to 016) B 017 58.995.199.845| 56.389.932.737
LIABILITIES
1. BORROWINGS FROM FINANCIAL INSTITUTIONS (019+020) 018 2.014.214.002|  1.803.083.564
1.1.  Short-term borrowings 019 466.310.000 326.000.000
1.2.  Long-term borrowings - 020 1.547.904.002| 1.477.083.564
2. DEPOSITS (AOP 022 to 024) 021 44.155.660.142| 42.544.595.263
2.1.  Deposits of giro and current accounts - 022 10.558.600.977| 11.507.262.018
2.2.  Savings deposits 023 2.361.425.061 2.163.806.274
2.3. Termdeposits 024 31.235.634.104| 28.873.526.971
3. OTHER BORROWINGS (026+027) 025 2.669.983.073| 2.424.508.763
3.1.  Short-term borrowings - 026 607.404.085 333.189.835
3.2. Long-term borrowings 027 2.062.578.988| 2.091.318.928
T‘I"\;A %EISQIATIVE FINANCIAL LIABILITIES AND OTHER FINANCIAL LIABILITIES HELD FOR 028 103.441.447 70.828.388
5.ISSUED DEBT SECURITIES (030+031) 029 300.000.000 300.000.000
5.1,  Short-term issued debt instruments 030 0 0
5.2. Long-term issued debt instruments 031 300.000.000 300.000.000
6. ISSUED SUBORDINATED INSTRUMENTS - 032 1.679.710.340|  1.652.802.140
7. ISSUED HYBRID INSTRUMENTS 033 0 0
8. INTEREST, FEES AND OTHER LIABILITIES 034 1.936.458.831 1.086.012.126
B) TOTAL LIABILITIES (018+021+025+028+029+032+033+034) 035 52.859.467.835| 49.890.830.244
EQUITY
1. SHARE CAPITAL - 036 3.500.360.782| 3.500.360.782
2. PROFIT/(LOSS) OF THE CURRENT YEAR 037 -1.012.455.331 424.963.659
3. RETAINED PROFIT/LOSS) 038 3.297.248.543| 2.284.793.212
4. LEGAL RESERVES - N 039 84.921.058 84.921.058
5. STATUTORY AND OTHER CAPITAL RESERVES - - 040 479.851 479.851
6. UNREALISED PROFIT/(LOSS) FROM VALUE ADJUSTMENT OF FINANCIAL ASSETS
AVAIABLE FOR SALE 041 265.177.107 203.583.931
7. RESERVES RESULTING FROM PROTECTIVE TRANSACTIONS 042
C) TOTAL EQUITY (036 to 042) 043 6.135.732.010|  6.499.102.493
D) TOTAL LIABILITIES AND EQUITY (035+043) 044 58.995.199.845| 56.389.932.737
SUPPLEMENT TO STATEMENT OF FINANCIAL POSITION ({filled out by banks that compose a consolidated financlal report
1. TOTAL EQUITY 045
2. Attributed to equity holders of the parent - 046
3. Minority shares (045-046) 047 0 0




INCOME STATEMENT

for period from 1.1.2016 to | 30.6.2016 In HRK
Name of position AOP Prior period Current period
Kumulativ Quarterly diff. Kumulativ Quarterly diff.
1 2 3 4 5 6
1. Interest income 048 1.330.034.201| 990.184.099| 1.198.947.060| 583.279.920
2. Interest expense 049 513.048.761| 252.479.665| 411.583.606] 196.049.870
3. Net interest | (048-049) 050 816.985.440| 737.704.434| 787.363.454| 387.230.050
4, Fee and commission income 051 250.182.775| 134.192.184 256.113.779] 134.939.354
5. Fee and commission expense 052 64.370.355] 48.250.341 64.466.464 34.066.771
6. Net fee and commission | {051-052) 053 185.812.420| 85.941.843 191.647.315]  100.872.583
7. Profit/loss from investments in subsidiaries, associates and joint ventures 054 0 0 0 0
8. Profit/loss from trading 055 ~41.210.621 10.850.123 62.294.945 6.190.171
8. Profit/loss from embedded derivatives 056 0 0 0 0
10. Profit/loss from asset not actively traded measured at fair value through profit or loss 057 0 0 0 0
11. Profit/loss from asset available for sale 058 89.233 37.914.822 59.902.581 50.756.584
12. Profit/loss from asset held to maturity 059 0 0 0 0
13. Profit/loss from hedging 060 0 0 0 0
14. Income from investments in subsidiaries, associates and joint ventures 061 0 0 4] 0
15. Income from other ownership investments 062 44.785.171 44.784.975 8.282.082 8.282.022
16. Profitloss from foreign currency differences 063 49.591.182} -305.174.309 43.938.570 37.363.692
17. Other income 064 72.792.193 54.855.984 78.287.874 50.422.247
18. Other expenses 065 55.741.354|  39.637.671 56.623.893 356.005.015
19. General administrative expenses and depreciation 066 455.187.107 232.316.379 504.114.504( 244.291.935
:g:;ztsl-r‘;::;ne from business before value adjustment and loan loss provisions (050+053 to 067 617.916.557| 394.923.822 671.976.424|  370.820.309
21, Expense of value adjustment and loan loss provisions 088 522.126.236| 324.318.603 116.723.896 40.580.733
22. PROFIT/LOSS BEFORE TAX (067-068) 069 95.790.321 70.605.219| 556.252.528| 330.230.666
23. INCOME TAX EXPENSE 070 13.810.588 6.352.368 131.288.869 86.099.765
24. PROFIT/ILOSS OF THE CURRENT YEAR (069-070) 071 81.970.733| 65.252.851 424.963.659| 244.139.801
25. Eamings per share 072
ANNEX TO INCOME STATEMENT (for the Banks that prepare consolidated financial statements)
1. PROFIT/LOSS OF THE CURRENT YEAR 073
2. Assign equity holders of the Bank 074
3. Non controlling interest (073-074) 075 0 0 0 0




CASH FLOW STATEMENT - indirect method

for period from | 1.1.2016 | to | 30.6.2016 in HRK
Name of the position AOP Prior period Current period
1 2 3 4
OPERATING ACTIVITIES
1. Cash flow from operating activities before changes of operating asset (002 do 007) 001 600.412.096 676.424.337
1.1. Profit/(loss) before income tax 002 95.790.321 556.252.528
1.2. Allowances and loss provisions - ) 003 522.126.236 100.255.636
1.3. Depreciation 004 27.280.718 20.403.548
1.4. Net unrealized profit((loss) from financial assets and liabilities through profit and loss 005 0 0
1.5. Profit/(loss) from sale of tangible assets 006 0 -481.946
1.6. Other profit/(losses) 007 -44.785.179 -5.429
2, Net increase/{decrease) of operating assets (009 do 016) 008 -223.748.997 2.818.642.740
2.1. Deposlts with Central bank 009 4.474.855 766.864.893
2.2. Treasury bills of Ministry of Finance and CB bllls B N 010 846.431.346 27.010.964
2.3. Deposits with banks and loans to financial institutions 011 -177.234.472 541.544.766
2.4. Loans to other customers - - - 012 -87.208.643 2.398.611.850
2.5. Securities and other financial Instruments held for trading 013 -223.659.458 -163.157.686
2.6. Securities and other financial Instruments available for sale 014 -192.094.333 -580.864.559
2.7. Securities and other financial instruments not traded actively, measured at fair value through profit 015 0 0
or loss - -
2.8. Other operating assets 016 -394.458.292 -171.367.488
3. Net increasel/{decrease) of operating liabilities (018 do 021) 017 911.335.733| -2.461.627.869
3.1. Demand deposits 018 1.575.162.037 948.661.041
3.2. Savings and term deposits 019 -703.861.503| -2.559.725.920
3.3. Financial derivative llabilities and other liabilities actively traded 020 25.867.898 -23.613.059
3.4. Other liabilities 021 14.167.301 -826.949.931
4. Net cash flow from operating activities before income tax
(001+008+017) 022 1.287.998.832  1.033.439.208
5. (Income tax paid) 023 -614.861 0
6. Net inflow/(outflow) of cash from operating activities (022+023) 024 1.287.383.971 1.033.439.208
INVESTING ACTIVITIES
7. Net cash flow from investing activities (026 do 030) ) 025 21.028.149 -39.108.491
7.1. Receipt from sale/(payment for buying) tangible and intangible assets 026 -15.216.707 -24.514.221
7.2. Receipt from sale/(payment for buying) investments in subsidiaries, associates and joint ventures 027 0 -40.184.015
7.3. Receipt from sale/(payment for buying) securities and other financial instruments held to maturity 028 -8.640.506 18.333.935
7.4. Dividend income - - - 029 44.785.362 7.256.810
7.5. Other receipts/(payments) from investing activities 030 0 0
FINANCIAL ACTIVITIES
8. Net cash flow from financial activities (032 do 037) 031 -419.580.954 -483.512.947
8.1. Net increasef(decrease) of borrowings 032 -631.646.664, -456.604.747
8.2. Net Increase/(decrease) issued debt securities 033 0 0
8.3. Net increase/(decrease) subordinated and hybrid instruments 034 212.065.710 -26.908.200
8.4. Receipts from transmitted share capital 035 0 0
8.5. (Dividends paid) 036 0 0
8.6. Other receipts/(payments) from financial activities 037 0 0
9. Net Increasel(decrease) of cash and cash equivalents
(024+025+031) 038 888.831.166 510.817.770
10. Effects of change in foreign exchange rates on cash and cash equivalents 039
11. Net increase/(decrease) cash and cash equivalents (038+039) 040 888.831.166 510.817.770
12. Cash and cash equivalents at the beginning of the year 041 4.902.492.610( 5.434.528.850
13. Cash and cash equivalents at the end of the year (040+041) 042 5.791.323.776 5.945.346.620




*swia) [eydes sjeydoudde ul Ajpieledas 1sasem Bujjjonuco uou U sebBueyo Jueseldel SjUBLIBJE)S [BIDUBUY PBJEPIOSUCD asedald yoiym syueg

€6¥°¢01 6619 LE6'EBSE0C |BGOE6 VY |(2Le'e6LV8EC |606°00L°G8 282'09€°005°E L0 (91.0+€10+210+1 L0+010+£00) 23ep Bujuodel je sauejeg
0 0 LEE'SSY'2L0’L |LEE'SSPCLOL- (O 0 910 (S51.0+¥10) ewaauy uo uopnqusiq|
0 - 0 S0 pied spuaping
0 0 LEE'SSP'ZL0°) | LEE'SSPZLOL- vL0 SOAIDSII O} Jaysuel ]
0 €10 sabueyop a0
0 0 434 saseys Ainseay) Jo |[@s/Ang
0 == N S b ) 0 110 __Iendes aueys Jo (sseasdep)/esesiou]
|€81'0/€°€9€ o 92166619  |659'€96'¥er [0 0 0 0L0 (600+800) popad aiy Joj sasuadxe pue BUIOIY) pasiuBadal (230
659'€96° vy o 699°€96ver |0 600 o pouad 8y 10} (ss01)AYoId
ore o B (200+900+500+¥00)
9LL'e6STLY 9L1'e65°19- 0 0 0 0 800 seA1asal pue [ejided ul pesiubodsu Ajjoeup (ssop)yold JoN
0 0 0 0 0 00 saasasal pue (eydes u) pasiuBiosel Apoaap (ssolyyoid Jeygio
¥95°186°GL #95°186°GlL 0 900 SaAI9Sa. pue [e)des woly pausjsues) Jo pasiuBoossl Aoep SWey uo xe)
L¥8'9¥S 0¥ - Ly8°9vS OF L~ S00 9|ES JO} S|qB|IBAR 19SSE [BJOUBLY ON|BA Jje} Jo 8buey)
1oL .th.w.w. i ) L01'226'29 - ) 00 . ajes Jo} 3|qe|leA. SI9SSE [ejoLeuy JO Bles
0L02ELSELD 201°221°992 |LeE'SShel0’L- |erS8re L62'E |606°00F°'S8 282°09£°005°E €00 (2+1) Lienuep | je se edue[eq pajoello)
200 Seye)Is|W JO SuolSaLI0d pue saioljod Buhunoaoe u) sabueyd
0L0'2€L°GEL9 201°221°69¢ |Lee'SereLO’L- |E¥S'8re L6C'E |606°00V°S8 284°09€°005°€ 100 Asenuer | e esuejeg
ol 6 ] [ 9 S € [4 3
9186 10} 91G8|[BAB
S]88s8e |R|aueuly SanJosal
J0 usunsnipe pouad ay (ssoj)/sbujuiee layyo
1se43)u| Py A |edes eseys
seAtesal pue [epded jejo) BUIOI0D UON u_.,__._“n Mu“_wuuhw oy (ssoj)ayoid pauieisy _z.u._u M“..__Em neeas ) dov uopisod jo eweN
pasjjealun
syueg ayj jo s1epjoy Knba sy o} sjgeInqLRY
MdH Ul 9102°9°0€ | 0} | 9L0Z°L’L pouad 1o}

ALIND3A .SYAATOHIUVYHS NI SIONVYHO 40 LNINFLVLS




Notes to financial statements

A 9. LOANS TO FINANCIAL INSTITUTIONS

31.12.2015 |  30.6.2016
Loans 1.770.947.557 1.229.935.896
Less: Allowance for loan impairment (8.484.902) (12.142.664)
1.762.462.655 1.217.793.232,
A 10. LOANS TO OTHER CUSTOMERS 31.12.2015 I 30.6.2016
Companies 14.941.673.095 13.295.905.626
Individuals 17.339.714.277  16.014.816.989
Public sector 9.132.631.291 8.518.946.058
Other institutions 144.956.488 199.157.261
Total loans before allowances for impairment 41.558.975.151 38.028.825.934
Less: Allowance for loan impairment (4.099.215.390) (3.087.639.311)
37.459.759.761 34.941.186.623
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|B 1. AMOUNTS DUE TO FINANCIAL INSTITUTIONS 31.12.2015 I 30.6.2016
|ﬁ'om banks 1.635.164.002 1.517.083.564
From other banking institutions 379.050.000 286.000.000
| 2.014.214.002  1.803.083.564
B 2. DEPOSITS
B 2.1. Deposits of gyro and current accounts 31.12.2015 | 30.6.2016
Deposits from public sector
Republic of Croatia 48.514.567 64.059.572
Republic funds 130.679.045 79.809.762
Local government 202.565.247 180.740.702
Deposits from financial institutions
Banks 196.438.864 59.558.495
Other banking institutions 226.466.735 359.688.431
Non-banking financial instituitions 139.080.919 534.424.206
Banks in bankruptcy 417.161 -
Banks in liquidation 3.581 2.552
Deposits from state commercial customers 144.401.871 256.573.401
Deposits from other commercial customers 4.149.066.850 4.181.316.923
Deposits from non-profit institutions 181.974.026 176.216.616
Deposits from individuals 4.762.641.844 5.198.564.213
Deposits from non residents
Foreign financial institutions 273.570.268 262.026.316
Foreign states 384.068 418.970
Foreign commerciol customers 8.966.526 54.052.946
Foreign individuals 92.834.533 99.212.783
Foreign non-profit institutions 594.872 596.130
10.558.600.977  11.507.262.018]
B 2.2. Savings deposits 31.12.2015 | 30.6.2016
Deposits from public sector
Republic of Croatia 338.348.089 46.530.846
Local government 7.159 2.209.294
|Deposits from financial institutions
Banks 1.711.132 13.590.723
Other banking institutions 159.959.041 264.920.594
Non-banking financial instituitions 6.277.574 16.458.633
IDeposits from state commercial customers 10.000.000 21.865.826
Deposits from other commercial customers 594.553.087 543.135.998
Deposits from non-profit institutions 1.234.068 1.294.871
Deposits from individuals 835.886.690 834.978.620
Deposits from non residents
Foreign financial institutions 106.580 56.977
Other non residents 413.341.641 418.763.892
2.361.425.061 2.163.806.274




|B 2.3. Term deposits

31.12.2015 30.6.2016
ﬂDeposits from public sector
Republic of Croatia 24.151.893 21.601.480
Local government 8.810.215 104.583.607
Deposits from financial institutions
Banks 33.728.981 44.330.690
Other banking institutions 613.636.197 525.689.850
CBRD 35.000.000 35.000.000
Non-banking financial institution 591.134.865 665.544.605
Deposits from state commercial customers 117.639.464 102.346.947
Deposits from other commercial customers 2.138.758.067 1.950.567.109
Deposits from non-profit institutions 76.692.218 85.260.492
Deposits from individuals 19.432.196.225  19.062.801.646
Deposits from non residents
Foreign financial institutions 7.322.839.331 5.611.252.000
Foreign states 25.577.407 26.670.216
Foreign commercial customers 113.645.405 282.113.764
Foreign individuals 1.623.410.342 1.542.317.646
Term deposits 32.157.220.610  29.924.850.786

B 5. ISSUED DEBT SECURITIES

On 23rd November 2012, the Bank issued its own bonds in amount of HRK 300 million with a 5.875% coupon paid semi-

annual and with maturity of 5 years.

B 6. ISSUED SUBORDINATED INSTRUMENTS

In June 2011 the Bank received subordinated debt from Erste Group Bank AG in the amount of HRK 229 million (original
amount EUR 30 million). Maturity of the debt is until 2017, with interest rate 3 month EURIBOR plus 3.37% p.a. Due to
challenging business conditions and environment, the Bank ensured additional line of subordinated debt with goal to
adequately support business model and market requirements. Regarding that, in July 2014 the Bank received the
amount of HRK 613 million (original amount EUR 80 million) with interest rate 3 month EURIBOR + 3.4% p.a. which
maturity in 2021. In March 2015, new subordinated loan was contracted in the amount of up to EUR 80 million and
tranche in amount of EUR 30 million has been withdrawn. The possibility of the tranches withdrawal is till 30.06.2016.
Also, maturity of the existing subordinated loan, which was contracted in 2011, was extended to 31.12.2022.

In September 2015, zero floor clause was incorporated in each of the three withdrawn subordinated lines.

In July 2011 the Bank issued its own subordinated bonds. Original amount of the issue is EUR 80 million. Maturity of the

bonds is & years with interest to maturity 6.5% p.a. Coupon will be settled annually.




1. INTEREST INCOME 30.6.2015 17 30.6.2016
Interest on loans and advances to customers 1.060.848.999 961.860.903
Interest an amounts due from other banks 983.122 2.030.601
Interest income on financial investments 118.457.857 114.673.387
Interest on balances due from the central bank 103.564 102.038
Interest on derivative financial instruments 42.707.525 25.570.800
Interest income on impaired financial assets - loans and advances to customers 90.626.141 50.088.771
Interest on reverse repurchase agreements 7.694.074 7.047.877
|Other interest income 8.612.919 37.572.683
I 1.330.034.201 1.198.947.060|
|2. INTEREST EXPENSES 30.6.2015 |  30.6.2016
Interest on customer deposits 281.759.010 230.097.744
Interest on other borrowed funds 146.619.217 93.569.859]
Interest on amounts due to other banks 32.580.913 24.475.122
Interest on subordinated debt 36.542.122 47.766.454
Interest on issued bonds 8.791.149 8.801.363
Interest on derivative financial instruments 1.315.594 202.537
Interest on repurchase agreements 823.561 1.157.013
Other interest expense 4.617.195 5.513.514;
L 513.048.761 411.583.606
4. FEE AND COMMISSION INCOME 30.6.2015 | 30.6.2016
Payments and money transfers 129.442.990 139.547.346
Bank cards services 64.939.305 58.351.673
Custodial fees 22.454.344 29.124.989)
Guarantees and letter of credit 20.533.275 19.852.967|
Other fee and commission income 12.812.861 9.236.804
250.182.775 256.113.779
5. FEE AND COMMISSION EXPENSES 30.6.2015 | 30.6.2016
Payments and money transfers 16.373.827 16.315.253
Bank cards services 44.138.526 42.494.038]
Custodial fees 1.434.925 1.821.004
Guarantees and letter of credit 749.491 741.434
Other fee and commission expense 1,673.586 3.094.735
I 64.370.355 64.466.464
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DECLARATION OF KEY PERSONNEL RESPONSIBLE FOR PREPARATION OF FINANCIAL
STATEMENTS

According to our best knowledge:

1. Shortened set of half year financial statements for Erste&Steiermarkische Bank d.d. prepared in
accordance with appropriate standards of financial reporting of banks in Republic of Croatia gives
complete and true state of assets and liabilities and financial result and affairs of Erste&Steiermarkische

Bank d.d.

2. Management report contains true and fair view of affairs and results of Erste & Steiermérkische Bank d.d.

Head of Accounting Division ERSTE 8 S1EiRARKISCHE Chairman nagement Board
( W 2 D,
Ao voSL—m- 08 RuikA  ops

Ivona Rakovac Christoph Schoefboeck

Rijeka, August 8" 2016
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