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OTP Bank Plc. (registered office: 1051 Budapest, Nádor utca 16.) as issuer 
of certain Tier 2 capital instruments within the scope of the Directive defined 
below as BRRD (hereinafter: ‘Issuer’) wishes to make its Business Partners, 
especially those classifying as retail clients, aware of certain potential 
circumstances and risks relating to this type of bonds. 

This information concerns the following bonds: 

 EUR 500,000,000 Fixed to Floating Rate Perpetual Subordinated 
Notes; 

 EUR 500,000,000 Fixed Rate Reset Callable Subordinated Notes due 
15 July 2029 (hereinafter: ‘Bonds’). 

Sections 1-6 in this Information Note concern only the Bonds specified above 
and may be applied to other financial instruments within the scope of the 
BRRD only with the constraints described in Section 7. 

1. Bond features 

The Bonds are personalised, transferable debt securities, and may be issued 
with no maturity where appropriate. As subordinated securities, the Bonds 
embody direct, unconditional and unsecured subordinated liabilities of the 
Issuer. 

The fact of the Bonds embodying subordinated liabilities of the Issuer means 
that, under the laws on credit institutions, the holders of the Bonds would be 
ranked last in terms of exposure satisfaction priority in any liquidation 
procedure against the Issuer. The relative priorities of the subordinated 
liabilities embodied in the Bonds are defined in the Information Notes of the 
Bonds, which are available on the www.otpbank.hu website. 

In a resolution procedure against the Issuer, the Magyar Nemzeti Bank 
(hereinafter: ‘MNB’) has the right to intervene regarding the rights constituted 
in the Bonds. 

Bonds as financial instruments differ from bank deposits in respect of yields, 
risks, liquidity and the deposit guarantee schemes provided under Directive 
2014/49/EU of the European Parliament and the Council, particularly in the 
following: 

 Given their typically shorter terms, bank deposits generate yields that 
are less sensitive to changes in the interest rate environment than 
Bonds and are therefore more predictable; 
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 Deposit agreements with natural persons must never stipulate rates of 
interest at 0% or as negative figures (irrespective of denomination), thus 
natural persons will always get their deposited sums back, together with 
the yield (0% or negative rates of interest may be stipulated in the 
deposit agreements of non-natural persons; in the latter case, the sum 
repaid will be reduced by an amount calculated at the negative rate of 
interest); 

 In a liquidation procedure, holders of deposits will have priority over 
holders of Bonds in terms of the satisfaction of their exposures, and 
therefore the holders of deposits have a higher chance of attaining 
recovery of their investments; 

 Bank deposits are easier to liquidate; where appropriate, early 
withdrawals may be possible, and shorter terms are also available; 
whereas with Bonds, holders may find they are unable to sell the 
instrument or only at a significant loss due to lack of liquidity; 

 Bank deposits placed with members of the National Deposit Insurance 
Fund (hereinafter: ‘OBA’) are guaranteed by OBA for a total of up to 
EUR 100,000 per person and per OBA member; the holders of Bonds 
on securities accounts held with members of the Investor Protection 
Fund (hereinafter: ‘BEVA’) and their assets (e.g. securities) are 
protected by BEVA for a total of EUR 100,000 per person and per BEVA 
member. While OBA protects the amounts placed in the bank deposit, 
the protection provided by BEVA does not apply to the monies invested 
in the financial instruments but guarantees the existence of the assets 
(e.g. securities) placed with the BEVA member instead. 

2. Legislation and other regulatory instruments 

The following legislation and other regulatory instruments are especially 
relevant for the accurate assessment and evaluation of the risks of the Bonds: 

 Act CXX of 2001 on the Capital Markets (Capital Market Act); 

 Act CXXXVIII of 2007 on Investment Firms and Commodity Dealers and 
Regulation Governing their Activities (Investment Firms Act); 

 Act CCXXXVII of 2013 on Credit Institutions and Financial Enterprises 
(Credit Institutions Act); 

 Act XXXVII of 2014 on the further development of the system of 
institutions strengthening the security of the individual players of the 
financial intermediary system (Resolution Act); 

 Act XLIX of 1991 on Bankruptcy, Liquidation and Winding-up 
Procedures (Bankruptcy Act); 

 The taxation legislation specified in Section 6; 
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 Directive 2014/59/EU of the European Parliament and of the Council of 
15 May 2014 establishing a framework for the recovery and resolution 
of credit institutions and investment firms and amending Council 
Directive 82/891/EEC, and Directives 2001/24/EC, 2002/47/EC, 
2004/25/EC, 2005/56/EC, 2007/36/EC, 2011/35/EU, 2012/30/EU and 
2013/36/EU, and Regulations (EU) No 1093/2010 and (EU) No 
648/2012, of the European Parliament and of the Council (BRRD); 

 Commission Delegated Regulation (EU) 2017/565 (25 April 2016) 
supplementing Directive 2014/65/EU of the European Parliament and of 
the Council as regards organisational requirements and operating 
conditions for investment firms and defined terms for the purposes of 
that Directive (hereinafter: Regulation); 

 The Issuer’s document entitled PRELIMINARY ANNOUNCEMENT. 

Hungarian legislation is available from the Nemzeti Jogszabálytár (National 
Legislation Repository) website (https://njt.hu/), while European Union 
legislation is available from the EUR-Lex site (https://eur-
lex.europa.eu/homepage.html?locale=hu). 

To the extent defined in the issue terms and conditions and in the Information 
Note, the Bonds are also subject to the provisions of English law. We 
recommend that you consult with your advisors regarding English law in all 
matters concerning English law. 

A catalogue entitled ‘Investment File’ is available in all branches of the Issuer 
engaged in securities distribution, which contains the current business 
regulations, public announcements, lists of conditions, product information 
sheets, and all important analyses, prospectuses and publications related to 
the Issuer's financial instrument products and investment services. 
Superseded versions of the relevant documents are also available on the 
Issuer’s website and in its branches. The Information Notes are also available 
on the Issuer’s website 
(https://www.otpbank.hu/portal/hu/Megtakaritas/Ertekpapir/MIFID). 

The PRELIMINARY ANNOUNCEMENT is available at the following link: 

https://www.otpbank.hu/static/portal/sw/file/GlobalMarkets_Elozetes_H.pdf 

3. General warning 

Due to changes in the capital and money markets, and because of their nature 
as capital market instruments, Bonds as securities carry risks that are 
independent of the risks inherent to both the Issuer's business environment 

https://njt.hu/
https://eur-lex.europa.eu/homepage.html?locale=hu
https://eur-lex.europa.eu/homepage.html?locale=hu
https://www.otpbank.hu/portal/hu/Megtakaritas/Ertekpapir/MIFID
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and its business management; for example, the marketability of Bonds on the 
secondary market may be sensitive to events on the financial markets and the 
sale agreements concluded in advance (including even the redemption 
commitments of the Issuer) may not protect the holders of the Bonds from 
having to sell the instruments at a considerable discount relative to the 
principal, where appropriate. 

The information herein is based on facts in effect on, or identified by, the date 
of issuing this Information Note and do not necessarily constitute a 
comprehensive representation of all the circumstances and potential risks 
pertaining to the Bonds. Investors need to act with due care at all times in 
respect of the Bonds and, in addition to deliberating the information available, 
they should identify any and all further circumstances that may impact their 
decisions on any of their transactions and investment decisions with the 
Bonds. 

Further detailed information about the Bonds is contained in the detailed issue 
terms and conditions and Information Notes concerning the relevant Bonds; 
to have a genuine and exhaustive picture, these documents are essential for 
a detailed and comprehensive assessment of the risks. In the event of 
divergence between this Information Note and the issue terms and conditions 
and information notes regarding the specific Bonds, the provisions of the latter 
shall prevail. 

4. Resolution-related risks 

The Resolution Act mandates compliance with the BRRD. Accordingly, the 
bail-in provisions of the Resolution Act shall also apply to the Bonds; under 
these provisions, the MNB may order the recapitalisation of the institution if 
resolution conditions exist or it may decide that debt securities or liabilities 
that are not included in the exceptions defined in the Act should be reduced 
in value (even to zero) or converted to own funds. The institution of bail-in 
may be used vis-a-vis the Issuer if resolution conditions apply and it may also 
be exercised regarding the Bonds, since Bonds are not included in the list of 
exceptions defined in Article 58 (1) of the Resolution Act (e.g. secured 
deposits, liabilities secured with collateral). It follows from the above that, 
acting within its resolution role, the MNB may reduce the nominal value of the 
Bonds (even to zero) during a bail-in or may convert the Bonds to shares 
issued by the Issuer or to other equity instruments. 

Furthermore, under Article 84 (1) of the Resolution Act, the MNB acting in its 
resolution role may exercise a number of resolution powers in respect of the 
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liabilities of an institution under resolution, including the Bonds. The MNB may 
therefore, acting in its resolution role: 

 Lower the nominal value of the Bonds (even to zero) or bail in/write off 
the Bonds (according to subsection d) of the aforementioned Section, 
the MNB acting in its resolution role is entitled to reduce, even to zero, 
the principal amount or the amount due under the eligible liabilities of 
the institution undergoing resolution and, according to subsection f) of 
the same Section, the MNB acting in its role is entitled to lower the 
nominal value, even to zero, of the debt securities issued by the 
institution undergoing resolution and also to bail in/write off these debt 
securities); 

 Convert the liabilities embodied in the Bonds into membership shares 
in other institutions (according to subsection e) of the aforementioned 
Section, the MNB acting in its resolution role is entitled to convert eligible 
liabilities of an institution undergoing resolution into the membership 
shares of an institution or a business, or a parent company or bridge 
institution involved in the resolution process to which the institution may 
have transferred its assets, rights and liabilities); 

 Modify the maturity of the Bonds, the interest sum payable on them 
and/or their interest payment dates (according to subsection h) of the 
aforementioned Section, the MNB acting in its resolution role is entitled 
to modify the maturity of the eligible liabilities of the institution 
undergoing resolution, the interest sum payable or the date when the 
interest payment falls due, even, among other things, through the 
temporary suspension of payments); 

 Transfer the membership share issued by the institution undergoing 
resolution and all or some of the assets, liabilities, rights and 
commitments of the institution undergoing resolution to a bridge 
institution or a transferee not constituting a bridge institution, which may 
limit the ability of the institution undergoing resolution to honour its 
liabilities embodied in the Bonds and may cause a partial loss (unless 
the liabilities embodied in the Bonds are also transferred). 

The MNB acting in its resolution role may employ its resolution powers 
separately or collectively. 

If a valuation by an independent evaluator provided for in Article 97 (3) of the 
Resolution Act establishes that the lenders received a less favourable 
treatment as a result of the resolution procedure than they would have 
received had a liquidation procedure been brought at the date of the ordering 
of the resolution process, the lenders shall be entitled to a compensation from 
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the Resolution Fund equal to the difference; nevertheless, the payment of 
such compensation may fall on a date subsequent to the payment dates in 
the issue terms and conditions and Information Note of the Bonds. 

5. Risks related to insolvency proceedings 

In the event of the insolvency of OTP Bank and if no resolution proceedings 
are initiated, the Magyar Nemzeti Bank shall revoke OTP Bank Plc’s activity 
licence, and the competent court shall initiate OTP Bank Plc’s liquidation 
proceedings. In any liquidation procedure against the Issuer, holders of the 
Bonds need to be aware of the ranking of their exposure in terms of 
satisfaction priority, as this will determine the order in which payments against 
the Issuer’s assets can be made. Article 57 (1) of the Bankruptcy Act 
determines the order in which debts must be satisfied from the Issuer’s assets 
within the liquidation scope, whereas the special rules applicable to the Issuer 
as credit institution (Article 57 (2) of the Credit Institutions Act) grants higher 
priority to beneficiaries of all other exposures than the holders of the Bonds to 
achieve satisfaction of their exposure on the Issuer. The relative priorities of 
the subordinated liabilities embodied in the Bonds are defined in the 
Information Notes of the Bonds, which are available on the www.otpbank.hu 
website. 

Exposures unpaid due to the insolvency of OTP Bank Plc. are not guaranteed 
by compensation or investor protection schemes. 

6. Taxation aspects 

6.1 General rules 

The taxation requirements in this Information Note are solely for general 
information and cover only those taxation rules that were in force in the 
territory of Hungary at the time of producing this Information Note. The general 
information contained in the Information Note cannot take into consideration 
all the individual circumstances influencing the tax liabilities of individual 
investors in relation to the Bonds and it therefore should not be considered as 
tax advice to the Bond Holders. Furthermore, the Issuer cannot be held 
responsible for the consequences of any changes in applicable legislation or 
judicial practice after the date of writing this Information Note. Due to the 
above, reliance on a tax advisor will be recommended and necessary in each 
individual case. 

The paying agent of the interest income paid on the Bonds will be the Issuer 
pursuant to Article 7 (31) (b) of Act CL of 2017 or, instead of the Issuer, the 

http://www.otpbank.hu/
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credit institution or investment service provider paying/disbursing the interest 
income, pursuant to Article 65 (2) of Act CXVII of 1995. 

6.2 Private individuals and companies resident domestically for tax 
purposes 

6.2.1 Private individuals 

Interest income: The interest income of private individuals from the Bonds is 
subject to personal income tax at a rate of 15%, calculated and deducted by 
the paying agent at the time of paying the income. According to Section 65 of 
Act CXVII of 1995 on Personal Income Tax, the following classifies as interest 
income in the case of publicly offered and distributed debt securities: 

 their interest and/or yield, minus the accumulated interest paid as part 
of the purchase price at the time of the first interest payment after 
purchasing, otherwise the full interest credited; 

 capital gains attained upon redemption or transfer, plus the 
accumulated interest paid as part of the purchase price that was 
deducted pursuant to the section above. 

If the interest income does not originate from a paying agent, private 
individuals will need to state the tax liability in their tax return, compiled without 
assistance from the tax authority, and pay it by the deadline for the filing of 
the tax return. 

Grounds differring from interest income: The requirements applicable to 
interest income do not apply to income from debt securities not publicly 
offered or distributed. In this case: 

 The legal relationships otherwise in existence between the parties (the 
private individual and the person providing the income as well as the 
aforementioned persons and other persons) need to be considered in 
order to determine the grounds of acquisition of interest and/or yield 
credited; 

 Income from capital gains is defined as part of the income from the 
transfer of securities (not including lending) that exceeds the sum total 
of the acquisition cost of the securities plus the Tier 2 costs of the 
securities. Income from capital gains is subject to income tax at a rate 
of 15% as well as social contribution tax at a rate of 17.5% up to the 
taxation cap prescribed in Act LII of 2018. 

Bonds generating yields that classify as interest income may be deposited on 
a Long-Term Investment Account (TBSZ) and/or Bonds listed on a regulated 
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market in Hungary or in any other EEA Member State may be recorded on a 
Pension Savings Account (NYESZ-R), where tax exemption or preferential 
taxation may be available if the requisite conditions apply. 

6.2.2 Businesses 

Companies falling within the scope of Act LXXXI of 1996 on Corporate Tax 
and Dividend Tax must include in the calculation of their profits before taxes 
any and all revenues and expenditures associated with all transactions with 
the Bonds. The paying agent will not deduct any taxes from the income 
disbursed upon the bonds; entities engaged in economic activities are 
responsible for paying the taxes due on the profits. 

6.3 Private individuals and companies resident abroad for tax purposes 

6.3.1 Private individuals 

If there is a bilateral double taxation convention or reciprocal arrangement 
between Hungary and the relevant country, foreign resident private individuals 
shall pay taxes in accordance with such convention or arrangement (i.e. at 
the potentially lower rate of withholding tax as per the convention) if the private 
individual has supplied a certificate of foreign tax residency and, if required 
under the convention, a beneficial owner declaration. 

Foreign residence may be verified by the English language copy of a 
document issued by a foreign tax authority (or in the case of tax exemption, 
by the relevant international organisation), the Hungarian translation thereof, 
or a copy of either of these documents (the “tax residency certificate”). Proof 
of tax residency must be provided in every tax year even if it has not changed 
since proof of it was last provided. Foreign resident private individuals must 
provide evidence of their tax residency prior to the date of the first interest 
payment during the tax year and, in the case of a change in tax residency, 
prior to the date of the first interest payment after the change. 

In view of the fact that the Issuer is a Reporting Hungarian Financial Institution 
as defined in Section 43/H of Act XXXVII of 2013 on the Rules of International 
Administrative Cooperation Related to Taxes and Other Public Duties 
(hereinafter: ‘International Tax Cooperation Act’), in its capacity as paying 
agent the Issuer will apply the due diligence rules Described in Chapters II 
through IV and VII of Annex 1 to the International Tax Cooperation Act to 
determine the tax residency of foreign private individuals. In such a case, a 
certificate of tax residency will be required prior to the disbursement if the due 
diligence process establishes that the private individual has tax residency 

javascript:LinkUgrik('A1300037.TV','','lawref')


 
 

 

9 

either in multiple Member States, a different state or a territory subject to 
different governing law. 

If a certificate of tax residency is not available or if there is no convention or 
reciprocal arrangement between the two countries, foreign private individuals 
shall pay taxes in accordance with the prevailing rules on personal income 
tax. 

Prior to payment, private individuals with foreign tax residency shall declare 
in a translated deed whether they classify as beneficial owners in respect of 
the payment if, under the relevant convention for the prevention of double 
taxation, this fact has a bearing on the tax liability. The declaration shall cover 
the amounts paid in the calendar year under the same agreement and on the 
same grounds, until such time as the circumstances change. 

If the rate of the tax deducted from the foreign tax resident private individual 
is higher than the tax rate applicable under the international convention, then 
the foreign tax resident private individual may submit to the National Tax and 
Customs Administration a certificate of tax residency and a certificate from 
the paying agent to request a tax refund. The tax authority will pay the tax 
difference into the payment account specified by the foreign tax resident 
private individual. 

6.3.2 Businesses 

The income of companies with foreign tax residency is not subject to tax in 
Hungary, except if the income is attributable to the Hungarian operation of the 
company. The tax liability of companies must be calculated in compliance with 
the provisions of the convention on the avoidance of double taxation. 

7. Applying the information in this Note to securities issued by other 
issuers 

The Issuer wishes to point out that, to a limited extent, this Information Note 
may also be suitable for assessing the risks of other Issuers’ securities having 
features similar to these Bonds. When considering such risks, however, the 
governing law applicable to the issuers and the securities similar to these 
Bonds as well as the provisions in the issue documentation should also be 
taken into consideration in addition to this Information Note. 
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Legal notices and disclaimers 

This Information Note does not constitute any legal or other advice; its 
purpose is to call customers’ attention to the need of obtaining information on 
the statutory requirements applicable to them and on the modification thereof. 

 

 

 

 

Date of preparation of this Information Note: May 04, 2020 


