Association of Volksbanks

preliminary results

as of 31 Dec 2018



KEY FIGURES OF THE ASSOCIATION OF VOLKSBANKS

Euro million 31 Dec 2018 31 Dec 2017 31 Dec 2016
Statement of financial position
Total assets 26,564 25,323 24,466
Loans and receivables customers (net) 20,502 19,407 18,988
Amounts owed to customers 21,555 20,850 20,018
Debts evidenced by certificates 529 624 966
Subordinated liabilities 634 671 325
Own funds according to Basel lll for the association of Volksbanks
Common equity tier 1 capital (CET1) 1,761 1,636 1,642
Additional tier 1 capital (AT1) 14 10 0
Tier 1 capital (T1) 1,775 1,646 1,642
Tier 2 capital [T2) 523 553 362
Own funds 2,298 2,199 2,003
Risk weighted exposure amount - credit risk 12,301 11,700 11,609
Total risk exposure amount settlement risk 0 0 0
Total risk exposure amount market risk 86 112 153
Total risk exposure amount operational risk 1,288 1,369 1,442
Total risk for credit valuation adjustment 56 60 61
Other risk exposure amount 845 0 0
Total risk exposure amount 14,577 13,240 13,266
Common equity tier 1 capital ratio” 12.08% 12.36% 12.38%
Tier 1 capital ratio” 12.18% 12.43% 12.38%
Equity ratio” 15.77% 16.61% 15.10%
Income statement 1-12/2018 1-12/2017 1-12/2016
Net interest income 419.8 431.8 409.2
Risk provision 6.3 -45.4 -92.0
Net fee and commission income 233.5 236.9 239.8
Net trading income -0.7 14.4 8.9
Result from financial investments -3.1 -2.8 5.4
Other operating result 28.4 -2.8 -28.2
General administrative expenses -568.2 -585.5 -615.2
Restructuring result -4.2 1.3 3.1
Result from companies measured at equity 11.5 -7.6 0.3
Result from discontinued operation 0.0 0.0 -15.6
Result before taxes 123.5 40.1 -84.4
Income taxes -8.3 21.0 5.0
Result after taxes 115.2 61.2 -79.5
Non-controlling interest 0.0 0.0 0.0
Consolidated net income 115.2 61.1 -79.5
Key ratios?
Operating cost-income-ratio 84.7% 85.5% 86.9%
ROE before taxes 6.8% 2.3% -3.9%
ROE after taxes 6.4% 3.5% -3.8%
ROE consolidated net income 6.4% 3.6% -3.8%
NPL ratio 2.7% 3.7% 4.5%
Net interest margin 1.6% 1.7% 1.7%
Leverage ratio 6.4% 6.2% 6.5%
Net stable funding ratio 125.9% 130.0% 127.1%
Loan deposit ratio 95.6% 94.9% 95.7%
Coverage ratio | 35.7% 37.4% 31.9%
Coverage ratio lll 103.3% 101.6% 94.2%
Resources 1-12/2018 1-12/2017 1-12/2016
Staff average 3,903 4,202 4,560
Thereof domestic 3,863 4,139 4,529
Thereof abroad 40 64 31
31 Dec 2018 31 Dec 2017 31 Dec 2016
Staff at end of period 3,778 4,129 4,347
Thereof domestic 3,740 4,068 4,281
Thereof abroad 38 61 66
Number of branches 304 343 402
Thereof domestic 303 340 399
Thereof abroad 1 3 3
Number of customers 1,109,145 1,133,431 1,177,956

1) In relation to total risk

2) The operating cost-income-ratio is the ratio between operating income and operating expenses. Operating income includes net interest income, net fee and
commission income, net trading income and if positive other operating result and result from discontinued operation. Operating expenses include general administrative
expenses and if negative other operating result and result from discontinued operation. Other operating result and result from discontinued operation is displayed
net of other taxes, deconsolidation result and valuation result according to IFRS 5. The ROE before taxes indicates the result before taxes in relation to average equity
including non-controlling interest. The ROE after taxes indicates the result after taxes in relation to average equity including non-controlling interest. The ROE
consolidated net income indicates the consolidated net income in relation to average equity including non-controlling interest. The NPL ratio indicates the portfolio
of non-performing loans in relation to the total exposure of all loans to and receivables from customers. The net interest margin shows the net interest income in
relation to total assets. The leverage ratio indicates the business volume (CCF-weighted off-balance positions plus derivatives add-on, replacement value of derivatives,
disallowance of derivative claims and financial volume] in relation to the tier 1 capital (CET1 + AT1). The net stable funding ratio indicates the available stable funding
in relation to the necessary stable funding. The loan deposit ratio indicates the total amount of loan accounts, overdraft facilities less syndicated loans in relation to
the total amount of savings deposits, demand deposits, fixed term deposits and debts evidenced by certificates. The coverage ratio | indicates the coverage ratio of
non-performing loans by risk provisions. The coverage ratio lll indicates the coverage ratio of non-performing loans by risk provisions and collaterals.



Statement of comprehensive income

INCOME STATEMENT

1-12/2018

1-12/2017

Changes

Note = Euro thousand Euro thousand Euro thousand %
Interest and similar income 520,801 533,531 -12,730 -2.39 %
Interest and similar expenses -101,247 -101,724 478 -0.47 %
Valuation result - modification 277 0 277 100.00 %
Net interest income 4 419,831 431,806 -11,975 277 %
Risk provision 5 6,313 -45,413 51,726 -113.90 %
Fee and commission income 267,271 267,932 -661 -0.25%
Fee and commission expenses -33,816 -31,033 -2,782 8.97 %
Net fee and commission income 6 233,455 236,899 -3,444 -1.45%
Net trading income 7 -678 14,362 -15,039 -104.72 %
Result from financial investments 8 -3,076 -2,787 -289 10.37 %
Other operating result 9 28,432 -2,850 31,282 <-200.00 %
General administrative expenses 10 -568,157 -585,542 17,385 -2.97 %
Restructuring result 11 -4,170 1,276 -5,446 < -200.00 %
Result from companies measured at equity 11,524 -7,621 19,144 <-200.00 %
Result before taxes 123,475 40,131 83,344 > 200.00 %
Income taxes 12 -8,276 21,027 -29,303 -139.36 %
Result after taxes 115,199 61,157 54,041 88.36 %
Result attributable to shareholders of the
parent company (Consolidated net result) 115,173 61,147 54,026 88.35%
thereof from continued operation 115,173 61,147 54,026 88.35 %
Result attributable to non-controlling interest 26 11 16 148.37 %
thereof from continued operation 26 11 16 148.37 %
Other comprehensive income
1-12/2018 1-12/2017 Changes
Euro thousand Euro thousand Euro thousand %
Result after taxes 115,199 61,157 54,041 88.36 %
Other comprehensive income
Items that will not be reclassified to profit or loss
Revaluation of obligation of defined benefit plans (including
deferred taxes) 3,858 2,464 1,394 56.57 %
Revaluation reserve (including deferred taxes) 1,282 0 1,282 100.00 %
Fair value reserve - equity instruments (including deferred
taxes) -5,679 0 -5,679 100.00 %
Revaluation of own credit risk (including deferred taxes) -1,836 0 -1,836 100.00 %
Total items that will not be reclassified to profit or loss -2,376 2,464 -4,840 -196.41 %
Items that may be reclassified to profit or loss
Currency reserve -4,032 -6,431 2,399 -37.30 %
Fair value reserve - debt instruments (including deferred taxes)
Change in fair value -2,361 78,866 -81,227 -102.99 %
Net amount transferred to profit or loss 131 -153 285 -185.71 %
Change in deferred taxes arising from untaxed reserve -1,793 10 -1,803 < -200.00 %
Change from companies measured at equity -2,481 2,517 -4,998 -198.56 %
Total items that may be reclassified to profit or loss -10,536 74,810 -85,345 -114.08 %
Other comprehensive income total -12,911 77,274 -90,185 -116.71 %
Comprehensive income 102,287 138,431 -36,144 -26.11 %
Comprehensive income attributable to shareholders of the
parent company 102,259 138,419 -36,159 -26.12 %
thereof from continued operation 102,259 138,419 -36,159 -26.12 %
Comprehensive income attributable to non-controlling interest 28 12 16 132.44 %
thereof from continued operation 28 12 16 132.44 %

Interest and similar income included income in the amount of euro 494,490 thousand (1-12/2017: euro 519,007 thousand), which are calculated based on effectiv interest method.



Statement of financial position as at 31 December 2018

31 Dec 2018 31 Dec 2017 Changes
Note @ Euro thousand Euro thousand Euro thousand %
ASSETS
Liquid funds 13 1,731,644 2,001,338 -269,694 -13.48 %
Loans and receivables credit institutions 14,15 469,491 494,848 -25,357 -5.12 %
Loans and receivables customers 14,15 20,502,248 19,406,540 1,095,708 5.65 %
Assets held for trading 16 56,312 63,587 -7,275 -11.44 %
Financial investments 15,17 2,468,431 2,292,273 176,158 7.68 %
Investment property 18 47,097 52,180 -5,082 -9.74 %
Companies measured at equity 19 88,499 70,456 18,043 25.61 %
Participations 20 109,022 117,602 -8,580 -7.30 %
Intangible assets 21 998 1,591 -593 -37.27 %
Tangible assets 22 327,245 413,672 -86,427 -20.89 %
Tax assets 23 100,333 92,602 7,730 8.35 %
Current taxes 7,570 2,413 5,157 > 200.00 %
Deferred taxes 92,762 90,190 2,573 2.85 %
Other assets 24 153,166 190,476 -37,310 -19.59 %
Assets held for sale 25 509,183 126,105 383,078 > 200.00 %
TOTAL ASSETS 26,563,668 25,323,270 1,240,398 4.90 %
LIABILITIES
Amounts owed to credit institutions 26 595,091 448,740 146,351 32.61 %
Amounts owed to customers 27 21,555,395 20,849,571 705,824 3.39 %
Debts evidenced by certificates 28 529,329 623,633 -94,303 -15.12 %
Liabilities held for trading 29 71,785 77,459 -5,674 -7.32%
Provisions 30, 31 250,120 264,261 -14,142 -5.35 %
Tax liabilities 23 19,626 23,158 -3,532 -15.25 %
Current taxes 8,705 9,995 -1,290 -12.91 %
Deferred taxes 10,920 13,163 -2,242 -17.04 %
Other liabilities 32 508,850 508,866 -15 0.00 %
Liabilities held for sale 33 544,420 103,684 440,736 > 200.00 %
Subordinated liabilities 34 634,052 671,159 -37,107 -5.53 %
Total nominal value cooperative capital shares 35 4,249 4,010 239 5.96 %
Subscribed capital 35 299,844 288,640 11,204 3.88 %
Reserves 35 1,548,743 1,457,918 90,825 6.23 %
Non-controlling interest 35 2,164 2,171 -7 -0.32 %
TOTAL LIABILITIES 26,563,668 25,323,270 1,240,398 4.90 %




Own funds of the Association of Volksbanks

The own funds of the Association of Volksbanks, calculated pursuant to CRR, can be broken down as follows:

Euro thousand 31 Dec 2018 31 Dec 2017

Common tier | capital: Instruments and reserves
Capital instruments including share premium accounts 771,417 744,999
Retained earnings 1,327,569 504,751
Accumulated other comprehensive income (and other reserves) -266,297 471,734
Amount of capital instruments subject to phase out from CET1 9,811 11,529
Non-controlling interest 0 434
Common tier | capital before regulatory adjustments 1,842,499 1,733,447

Common tier | capital: regulatory adjustments
Regulatory value adjustments 0 0
Goodwill (net of related tax liability) 0 -58
Cash flow hedge reserve 0 0
Deferred tax assets arising from temporary difference (amount above 10 % threshold, net 0 0
Regulatory adjustments - transitional provisions 0 -14,948

Unrealised gains (0 %; 2017: 20 %) 0 -19,255
Loss of the current financial year (0 %; 2017: 20 %) 0 3,985
CET1 instruments of financial sector entities 0 0
Qualifying AT1 deductions that exceeds the AT1 capital of the institution 0 0
Additional CET 1 deductions pursuant to article 3 CRR -78,702 -78,241
Total regulatory adjustments -81,586 -97,475

Common equity tier 1 capital - CET1 1,760,913 1,635,972

Additional tier 1 capital: instruments
Non-controlling interest - additional tier 1 capital 0 0
Additional tier 1 capital before regulatory adjustments 14,153 14,153
AT1 instruments of financial sector entities where the institution does not have a significant 0 0
Regulatory adjustments - transitional provisions 0 -4,307

Loss of the current financial year (0 %; 2017: 20 %) 0 -3,985
CET1 instruments of financial sector entities 0 0
Qualifying AT1 deductions that exceeds the AT1 capital of the institution 0 0
Total regulatory adjustments 0 -4,307

Additional tier 1 capital - AT1 14,153 9,846

Tier 1 capital (CET1 + AT1) 1,775,066 1,645,818

Tier 2 capital - instruments and provisions
Non-controlling interest - tier 2 capital 0 0
Capital instruments subject to phase out from tier 2 45,836 54,266
Tier 2 capital before regulatory adjustments 523,205 553,344
T2 instruments of financial sector entities where the institution does not have a significant 0 0

CET1 instruments of financial sector entities 0 0
Total regulatory adjustments 0 0

Tier 2 capital - T2 523,205 553,344

Own funds 2,298,271 2,199,162

Common equity tier 1 capital ratio (tier I) 12.08 % 12.36 %

Tier 1 capital ratio 12.18 % 12.43 %

Equity ratio 15.77 % 16.61 %
each in relation to total risk exposure amount

The risk-weighted amounts as defined in CRR can be broken down as follows:

Euro thousand 31 Dec 2018 31 Dec 2017
Risk weighted exposure amount - credit risk 12,301,455 11,699,539
Total risk exposure amount - settlement risk 33 77
Total risk exposure amount for position, foreign exchange and commodities risks 85,885 111,792
Additional exposure amount due to fixed overheads 0 0
Total risk exposure amount for large credits - trading book 0 0
Other exposure amounts 845,173 0

Total risk exposure amount 14,576,827 13,239,641




Own funds of the Association of Volksbanks - fully loaded

The following table shows the own funds of the Association of Volksbanks pursuant to CRR - fully loaded:

Euro thousand 31 Dec 2018 31 Dec 2017

Common tier | capital: Instruments and reserves
Capital instruments including share premium accounts 771,417 744,999
Retained earnings 1,327,569 504,751
Accumulated other comprehensive income (and other reserves) -266,297 471,734
Common tier | capital before regulatory adjustments 1,832,688 1,721,483

Common tier | capital: regulatory adjustments
Regulatory value adjustments 0 0
Goodwill (net of related tax liability) 0 -58
Intangible assets (net of related tax liability) -998 -1,551
Value adjustments due to the requirement for prudent valuation -1,885 -2,676
Additional CET 1 deductions pursuant to article 3 CRR -78,702 -88,579
Total regulatory adjustments -81,586 -92,864

Common equity tier 1 capital - CET1 1,751,102 1,628,620

Additional tier 1 capital: instruments
Capital instruments including share premium accounts 14,153 14,153
Additional tier 1 capital before regulatory adjustments 14,153 14,153

Additional tier 1 capital: regulatory adjustments
Total regulatory adjustments 0 0

Additional tier 1 capital - AT1 14,153 14,153

Tier 1 capital (CET1 + AT1) 1,765,255 1,642,773

Tier 2 capital - instruments and provisions
Capital instruments including share premium accounts 483,501 506,163
Tier 2 capital before regulatory adjustments 483,501 506,163

Tier 2 capital: regulatory adjustments
Total regulatory adjustments 0 0

Tier 2 capital - T2 483,501 506,163

Own funds 2,248,757 2,148,936

Common equity tier 1 capital ratio (tier I) 12.01 % 12.33 %

Tier 1 capital ratio 1211 % 12.43 %

Equity ratio 15.43 % 16.26 %
each in relation to total risk exposure amount

The risk-weighted amounts as defined in CRR can be broken down as follows:

Euro thousand 31 Dec 2018 31 Dec 2017
Risk weighted exposure amount - credit risk 12,301,455 11,673,697
Total risk exposure amount - settlement risk 33 77
Total risk exposure amount for position, foreign exchange and commodities risks 85,885 111,792
Total risk exposure amount for operational risk 1,288,285 1,368,575
Total risk exposure amount for credit valuation adjustment (cva) 55,996 59,658
Other exposure amounts 845,173 0

Total risk exposure amount 14,576,827 13,213,798




Amounts owed to customers

Euro million 31 Dec 2018
Saving deposits 8,750.2
Other deposits 12,805.2

Distribution of loans and receivables to customers by customer industries

31 Dec 2018
Private households 8,273.9
Financial services incl. Banks 225.9
Public authorities 285.5
Real estate 5,324 4
Construction industry 666.1
Tourism 1,504.3
Trade and repairs 1,008.0
Physicians/healthcare 819.4
Agriculture and forestry 640.8
Others 2,046.6

Distribution of loans and receivables to customers by customer segements

31 Dec 2018
Retail 8,273.9
SME 10,7371
Corporates 516.8
Public sector 285.5
Others 981.6

Largest 25 customer exposures

Top 25 exposures represent 4.0 % of Association’s total loans and receivables to customers
(largest single customer exposure: 0.4 % of total loans and receivalbes to customers).
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